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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

Form 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934.

For the quarterly period ended June 30, 2010

or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934.

For the Transition period from to

Commission File Number 001-34820

KKR & CO. L.P.

(Exact name of Registrant as specified in its @nart

Delaware 26-0426107
(State or other Jurisdiction of (I.LR.S. Employer
Incorporation or Organizatio Identification Number

9 West 57" Street, Suite 4200
New York, New York 10019
Telephone: (212) 750-8300
(Address, zip code, and telephone number, including
area code, of registrant's principal executivecef)

Indicate by check mark whether the regigt(a) has filed all reports required to be filgd®ection 13 and 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter periods that the registrazas wequired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days. Ye&l No X

Indicate by check mark whether the regigtheas submitted electronically and posted ondtparate Web site, if any, every Interactive
Data File required to be submitted and posted untsio Rule 405 of Regulation S-T during the préwgd2 months (or for such shorter
period that the registrant was required to submit gost such files). Ye&l No O

Indicate by check mark whether the regigtima large accelerated filer, an accelerated, fl nonaccelerated filer, or a smaller report
company. See the definitions of "large acceleréited" "accelerated filer" and "smaller reportiogmpany” in Rule 12b-2 of the Exchange
Act.:

Large accelerated fileEl Accelerated filerOd Non-accelerated fileix] Smaller reporting companizl
(Do not check if a



smaller reporting compan'
Indicate by check mark whether the Registima shell company (as defined in Rule 12b-thefExchange Act). Yefl No

As of August 10, 2010, there were 204,922 ,2ommon Units of the registrant outstanding.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This report contains forward-looking stagens within the meaning of Section 27A of the Siiasr Act of 1933 and Section 21E of the
Securities Exchange Act of 1934, which reflect cunrent views with respect to, among other thimgs,operations and financial
performance. You can identify these forward-lookitgtements by the use of words such as "outldbk)feve," "expect,” "potential,”
“continue," "may," "should," "seek," "approximatglypredict,” "intend," "will," "plan," "estimate,"anticipate" or the negative version of
these words or other comparable words. Forwardihgpgtatements are subject to various risks anéntaiaties. Accordingly, there are or
will be important factors that could cause actugbomes or results to differ materially from thaséicated in these statements. We believe
these factors include but are not limited to thdsscribed under the section entitled "Risk Factorslur prospectus dated July 6, 2010, filed
with the Securities and Exchange Commission in @zraee with Rule 424(b) of the Securities Act oly Ji 2010, which is accessible on the
SEC's website at sec.gov. These factors shouldenobnstrued as exhaustive and should be readjaraiion with the other cautionary
statements that are included in this report arttlémprospectus. We do not undertake any obligatigrublicly update or review any forward-
looking statement, whether as a result of new médion, future developments or otherwise.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

KKR & CO. L.P.
CONSOLIDATED AND COMBINED STATEMENTS OF FINANCIAL C ONDITION (Unaudited)

(Amounts in Thousands, Except Unit Data)

June 30, December 31,
2010 2009
Assets
Cash and Cash Equivalel $ 49185 $  546,73¢
Cash and Cash Equivalents Held at Consolidatediés 467,88! 282,09:
Restricted Cash and Cash Equivale 42,23 72,29¢
Investments, at Fair Valt 32,114,93 28,972,94
Due From Affiliates 133,36t 123,98t
Other Asset: 566,65¢ 223,05.
Total Assets $ 33,816,93 $ 30,221,11
Liabilities and Equity
Debt Obligations $ 1,292,633 $ 2,060,18
Due to Affiliates 3,76¢ 87,74:
Accounts Payable, Accrued Expenses and Other itiabi 809,17¢ 711,70
Total Liabilities 2,105,58 2,859,63
Commitments and Contingencies
Equity
KKR & Co. L.P. Partners' Capital (204,902,226 comnaits
issued and outstanding as of June 30, 2010 andhibere31l,
2009) 1,112,28. 1,012,65
Accumulated Other Comprehensive Incc 557 1,19:
Total KKR & Co. L.P. Partners' Capit 1,112,84 1,013,84
Noncontrolling Interests in Consolidated Entit 26,762,30 23,275,27
Noncontrolling Interests held by KKR Holdings L. 3,836,20! 3,072,361
Total Equity 31,711,35 27,361,48
Total Liabilities and Equity $ 33,816,93 $ 30,221,11

See notes to consolidated and combined financ#d sients.
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KKR & CO. L.P.
CONSOLIDATED AND COMBINED STATEMENTS OF OPERATIONS (Unaudited)

(Amounts in Thousands, Except Unit and Per Unit Da)

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
Revenues
Fees $ 87,07 $ 51,48 $ 193,10: $  90,55:
Expenses
Employee Compensation and
Benefits 348,62: 47,907 714,15: 93,44¢
Occupancy and Related Chary 9,51( 9,781 19,19t 18,66¢
General, Administrative and
Other 58,04¢ 28,47 135,77( 65,88(
Fund Expense 14,40¢ 11,557 24,77 24,48¢
Total Expenses 430,58t 97,72 893,89 202,48
Investment Income (Loss;
Net Gains (Losses) frol
Investment Activities 1,031,56! 2,218,98! 3,318,12. 1,498,13
Dividend Income 147,37: 76,94 590,28 77,64
Interest Income 56,15 31,78( 104,45! 58,86:
Interest Expens (20,139 (20,097 (23,967 (42,370
Total Investment Income
(Loss) 1,224,95! 2,307,611 3,988,89! 1,592,26!
Income (Loss) Before Taxe 881,44: 2,261,37! 3,288,10; 1,480,33
Income Taxes 31,28: 15¢ 44,73¢ 1,69(
Net Income (Loss) 850,16( 2,261,21. 3,243,36' 1,478,64

Less: Net Income (Loss)

Attributable to Noncontrolling

Interests in Consolidated

Entities 676,81t 1,895,38! 2,663,941 1,167,40.
Less: Net Income (Loss)

Attributable to Noncontrolling

Interests held by KKR

Holdings L.P. 143,43" — 435,67! —
Net Income (Loss) Attributable to
KKR & Co. L.P . $ 29,907 $ 365,82t $ 143,74: $ 311,24

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

Unit
Basic $ 0.1t $ 0.7C
Diluted $ 0.1t $ 0.7C

Weighted Average Commor
Units Outstanding
Basic 204,902,22 204,902,22
Diluted 204,902,22 204,902,22

See notes to consolidated and combined financ# sients.
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KKR & CO. L.P.
CONSOLIDATED AND COMBINED STATEMENTS OF CHANGES IN EQUITY (Unaudited)
(Amounts in Thousands, Except Unit Data)

KKR & Co. L.P.
Accumulated Noncontrolling Noncontrolling
Other Interests in Interests Total
Partners' Comprehensive Consolidated held by KKR Comprehensive Total
Capital Income Entities Holdings L.P. Income Equity

Balance at
January 1, 2009 $ 150,63 $ 1,24t $ 19,698,47 $ — $ 19,850,35
Comprehensive
Income:
Net Income 311,24: 1,167,40. — $ 1,478,64 1,478,64
Other
Comprehensi\
Income—
Currency
Translation
Adjustment 2,31« 6 — 2,32( 2,32(
Total
Comprehensive
Income $ 1,480,96'
Capital
Contributions 15,19¢ 753,55 — 768,75(
Capital
Distributions (78,709) (234,44) — (313,15)
Balance at June 30,
2009 $ 398,36 $ 3,65¢ $ 21,385,00 $ — $ 21,786,92

KKR & Co. L.P.
Accumulated  Noncontrolling Noncontrolling
Other Total
Comprehensive  Interests in Interests Comprehensive
Common  Partners' Consolidated  held by KKR Total
Units Capital Income Entities Holdings L.P. Income Equity

Balance at
January 1,
2010 204,902,22 $1,012,65 $ 1,19: $ 23,27527 $ 3,072,36! $27,361,48
Comprehensive
Income:
Net Income — 143,74: 2,663,941 435,67( $ 3,243,36 3,243,36'
Other

Comprehen

Income—

Currency

Translation

Adjustment (636€) (25) (1,489 (2,14%) (2,14%)

Total
Comprehens
Income $ 3,241,22;

Capital
Contributions — — 2,599,18 480,78 3,079,96!

Capital
Distributions — (44,115 (1,776,07) (151,13)) (1,971,32)

Balance at
June 30, 201C 204,902,22 $1,112,28. $ 557 $ 26,762,30 $ 3,836,20! $31,711,35

See notes to consolidated and combined financ#d sients.
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KKR & CO. L.P.
CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS (Unaudited)
(Amounts in Thousands)

Six Months Ended
June 30,
2010 2009

Cash Flows from Operating Activities
Net Income (Loss $3,243,36° $1,478,64
Adjustments to Reconcile Net Income (Loss) to Netah Provided
(Used) by Operating Activities:

Non-Cash Equity Based Payme! 478,81. —
Net Realized (Gains) Losses on Investm: (541,93) 511,28!
Change in Unrealized (Gains) Losses on Investn (2,776,18) (2,009,41)
Other Noi-Cash Amount: (15,236 3,86¢

Cash Flows Due to Changes in Operating Assets ailities:
Change in Cash and Cash Equivalents Held at Calaseti Entitie: (188,43) (43,61¢)

Change in Due from / to Affiliate (114,489 (6,057
Change in Other Asse (47,167) 206,27
Change in Accounts Payable, Accrued Expenses amer Ot
Liabilities 164,62: (106,29¢)
Investments Purchas (2,693,75) (1,030,47)
Cash Proceeds from Sale of Investm 2,543,73. 539,33
Net Cash Provided (Used) by Operating Activii 53,32¢ (456,44)
Cash Flows from Investing Activities
Change in Restricted Cash and Cash Equiva 30,067 (18,306
Purchase of Furniture, Equipment and Leaseholddigments (4,729 (11,739
Net Cash Provided (Used) by Investing Activit 25,33¢ (30,049
Cash Flows from Financing Activities
Distributions to Noncontrolling Interests in Corigated Entities (1,776,07) (234,44)
Contributions from Noncontrolling Interests in Colidated Entities 2,599,18 753,55
Distributions to KKR Holdings L.P (151,13) —
Contributions from KKR Holdings L.P 1,971 —
Distributions to Partnel (44,115 (78,709
Contributions from Partne| — 15,19:
Proceeds from Debt Obligatio 148,00( 174,70:
Repayment of Debt Obligatiol (911,38¢) (109,429
Deferred Financing Cost Return — 1,502
Net Cash Provided (Used) by Financing Activil (133,549 522,37!
Net Change in Cash and Cash Equivalent (54,887) 35,88
Cash and Cash Equivalents, Beginning of Y 546,73¢ 198,64t
Cash and Cash Equivalents, End of Y $ 49185 $ 234,53

Supplemental Disclosures of Cash Flow Informatiol

Payments for Intere: $ 61,96¢ $ 24,74
Payments for Income Tax $ 37,44 $ 157
Supplemental Disclosures of Nc-Cash Activities

Non-Cash Contributions from KKR Holdings L.P. for etydbased

payments $ 478,81 $ —
Proceeds Due from Unsettled Investment S $ 254: $ 632
Payments Due to Unsettled Investment Purch $ 39,37t $ 7,17¢
Change in Contingent Carried Interest Repaymentdsiiae $ (21,139 $ —
Unrealized Gain (Losses) on Foreign Exchange ort Débigations  $ 6,26( $ (8,869
Conversion of Interest Payable into Debt Obligagi $ 2,10C $ —
Net Realized and Unrealized Gains (Losses) on §orekchange o

Cash and Cash Equivalents Held at Consolidatedi&s $ (2,649 $ 10,70¢

See notes to consolidated and combined financ# sients.
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited)

(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" or the "Parthg’9, is a leading global alternative
asset manager that is involved in providing a br@adje of asset management services to investdrgramides capital markets services for
the firm, its portfolio companies and clients. UtadHenry Kravis and George Roberts, KKR conductrmss through 14 offices around the
world, which provide a global platform for sourcitrgnsactions, raising capital and carrying ouitehmarkets activities. KKR operates as a
single professional services firm and carries taiinivestment activities under the KKR brand name.

KKR & Co. L.P. was formed as a Delawareitad partnership on June 25, 2007 and its genearah@r is KKR Management LLC. The
Partnership is the parent company of KKR Group Léahi which is the non-economic general partner ®§RKGroup Holdings L.P. ("Group
Holdings"). Group Holdings holds a 30% economieiiast in (i) KKR Management Holdings L.P. ("ManagariHoldings") through KKR
Management Holdings Corp., a Delaware corporatiamis a domestic corporation for U.S. federal inedax purposes, and (ii) KKR Fund
Holdings L.P. ("Fund Holdings" and together with hdgement Holdings, the "KKR Group Partnershipstgatly and through KKR Fund
Holdings GP Limited, a Cayman Island limited comypémat is a disregarded entity for U.S federal imeatax purposes. The Partnership,
through its controlling equity interests in the KK&Roup Partnerships, is the holding partnershipgferKKR business.

Reorganization and Combination Transactions

Historically, KKR's business was condudtemugh multiple entities for which there was niogée holding entity, but were under
common control of senior KKR principals ("Senioireipals"), and in which Senior Principals and KKRther principals and individuals
held ownership interests (collectively, the "Prexbsopr Owners").

KKR historically sponsored the investmeehicle KKR Private Equity Investors, L.P. ("KPEWhich is a Guernsey limited partnership
that traded publicly on Euronext Amsterdam undersyimbol "KPE" prior to October 1, 2009. KPE waatcolled by Senior Principals
through their general partner interest. Substdptl of the economic interests in KPE were hejdird party investors through their limited
partner interests. From the date of its formatadhof KPE's investments were made through andthernsey limited partnership, KKR PEI
Investments, L.P. ("KPE Investment Partnershipf'wiich KPE was the sole limited partner. The KIPEdstment Partnership was control
by Senior Principals through KKR's general paringrest. Substantially all of the economic intésas the KPE Investment Partnership w
held by KPE through its limited partner interesREwas established solely to hold limited partnériests in the KPE Investment Partner
and since its inception, KPE had no substantiveaijpey activities other than the investing actiesticonducted through the KPE Investment
Partnership.

In order to facilitate the Combination Tsawntion (defined below) KKR completed a seriegafisactions (the "Reorganization
Transactions"), pursuant to which KKR's business marganized under the KKR Group Partnerships.rébeganization involved a
contribution of certain equity interests in KKRigsdinesses that were held by KKR's Predecessor Quméine KKR Group Partnerships in
exchange for 100% of the interests in the KKR GrBaptnerships.

On October 1, 2009, KKR & Co. L.P. and K&ipleted a transaction to combine the asset marageusiness of KKR with the
assets and liabilities of KPE (the "Combinationrigaction").
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)

1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)

The Combination Transaction involved the contribtof all of KPE's assets and liabilities to the KIGroup Partnerships in exchange for a
30% interest in the KKR Group Partnerships. Thetssnd liabilities contributed to the KKR GrouptRarships by KPE included

$3.0 billion of limited partner interests in the EMmvestment Partnership, $470.3 million of casti eash equivalents, and $19.4 million of
net other liabilities. The net asset value per ahKPE on the date of the Transactions was greéhger the publicly-traded unit value of KPE
on that same date. Due to a variety of reasonkidimg the fact that the holders of publicly tradedts generally hold passive interests with
little influence over the operations of a fund @sdunderlying investments and are not able toeadtheir units at net asset value, net asset
values of publicly traded closed-end funds arermeaessarily correlated to the public market cagatibn. The Combination Transaction was
negotiated on an armength basis with the independent directors of KRfEneral partner and unanimously approved bydhedbof director
of KPE's general partner, acting upon the unanimnecsmmendation of the independent directors of 'KigEneral partner. In addition, the
Combination Transaction was consented to by holoeasmajority of KPE units, excluding any KPE @nithose consent rights were
controlled by KKR or its affiliates.

Common control transactions are accourgedrider ASC 805-50. Because KPE, the KPE Invedtiarinership and the other entities
included in the consolidated and combined finangtialements were under the common control of tméoSerincipals both prior to and
following the completion of the Transactions, itaaance with ASC 805-50 the Transactions are atteduor as transfers of interests under
common control. Accordingly, no new basis of acdmghas been established upon completion of taadactions and Group Holdings
carried forward the carrying amounts of assetsliabilities that were contributed to the KKR GroBprtnerships.

Similarly, because the Transactions didrastilt in a change of control, exchanges involtigvarious noncontrolling interests were
accounted for as equity transactions in accordaitteASC 810-10-45-23. The carrying amount of namteolling interests associated with
the KPE Investment Partnership was adjusted totpereflect the change in ownership interest froat bf KPE to that of Group Holdings.
Since KKR retained its controlling financial intstén the KKR business, no gain or loss was reamghin the accompanying consolidated
and combined financial statements. This includesttcthange of the KPE Investment Partnership 8% economic interest in the Group
Partnerships, and the exchange by KKR's other ipateand individuals of their ownership interdstsarious entities included in the
accompanying consolidated and combined financidéstents before the Transactions for interestiR Kloldings. The exchange of the
KPE Investment Partnership for a 30% interest MKKR Group Partnerships is reflected in the cadstéd and combined financial
statements as a reallocation of equity interest® fnoncontrolling interests to Group Holdings parghcapital. The contribution of ownership
interests held by KKR's principals and other indils is reflected in the consolidated and combfirehcial statements as a reallocation of
equity interests from Group Holdings partners' t@po noncontrolling interests held by KKR Holdsg

Upon completion of the Transactions, KPEmged its name to KKR & Co. (Guernsey) L.P. ("KKReBhsey") and was traded publicly
on Euronext Amsterdam under the symbol "KKR" fromtd@ber 1, 2009 until it was delisted on July 151@0KKR Guernsey held a 30%
economic interest in the KKR Group Partnershipsugh Group Holdings and the Predecessor Owneriseeta 70%

9
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)

1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)

economic interest in the KKR Group Partnershipsugh KKR Holdings L.P. ("KKR Holdings"), a Caymasidnds exempted limited
partnership.

U.S. Listing

On July 15, 2010, KKR & Co. L.P. becaméelison the New York Stock Exchange ("NYSE"). Inwection with the NYSE listing ,
KKR Guernsey contributed its 30% interest held dgto Group Holdings to KKR & Co. L.P. in exchange Y SE listed common units and
distributed those common units to holders of KKRe@isey units (referred to hereafter as the "In-Kiistribution™). Because the assets of
KKR Guernsey consisted solely of its interests moup Holdings, the In-Kind Distribution resultedtime dissolution of KKR Guernsey and
the delisting of its units from the Euronext Amsiam. As of July 15, 2010, KKR & Co. L.P. contrdi@tKKR Group Partnerships and holds
KKR Group Partnership units representing a 30% ecoa interest in KKR's business. The remaining #MiI%KR Group Partnership units
continue to be held by KKR's principals through KKRIdings.

Basis of Presentation

Prior to the Transactions, the accompanginmgsolidated and combined financial statementsidiecthe results of eight of KKR's private
equity funds and two of KKR's fixed income fundsldhe general partners and management companiksesaf funds under the common
control of its Senior Principals. One of the eightate equity funds included the KPE Investmentriraship.

The following entities and interests wareliided in the KKR financial statements, howevesrewnot contributed to the KKR Group
Partnerships as part of the Transactions:

() the general partners of the 1996 Fund and thegietive consolidated funds;

(i) economic interests that allocate to a former ppalcand such person's designees an aggregate of ttis carried interest
received by the general partners of KKR's privagity funds and 1% of KKR's other profits (losses);

(i)  economic interests that allocate to certain of KKfi@rmer principals and their designees a portioth@ carried interest
received by the general partners of KKR's privajgity funds that was allocated to them with respegtrivate equity
investments made during such former principals’iptes tenure with KKR; and

(iv)  economic interests that allocate to certain of KkK&Irrent and former principals all of the capitalested by or on behalf of
the general partners of KKR's private equity fubdfore the completion of the Transactions and atyrns thereon.

The interests described in (ii) through) @ve referred to as the "Retained Interests."

The general partners of the 1996 Fund heil tespective consolidated funds were removen fitee financial statements as they were
not contributed to the KKR Group Partnerships as giathe Transactions.

The Retained Interests were not contribtoetie KKR Group Partnerships but are reflecteldiiR's financial statements as
noncontrolling interests in consolidated entitieg d¢o the fact that the

10
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)

1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)

entities in which these noncontrolling interests laeld continue to be consolidated subsequengtd linsactions.

Prior to the Transactions, certain KKR pijrals who received carried interest distributiaith respect to KKR's private equity funds
had personally guaranteed, on a several basisuinjeics to a cap, the contingent obligations ofgbreral partners of certain private equity
funds to repay amounts to fund limited partnerspant to the general partners' clawback obligatibhe terms of the Transactions require
that KKR principals remain individually responsilite any clawback obligations relating to carrytdisitions received prior to the
Transactions up to a maximum of $223.6 million. Sle¢e 2 "Summary of Significant Accounting PolicieBwvestment Income—Clawback
Provision."

To the extent a fund is in a clawback positKKR will record a benefit to reflect the amdsimiue from the KKR Principals related to
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 TransactiodiRKecorded a receivable of $95,280 on Octobef092vith a corresponding increase to

equity.

In addition, historically, KKR consolidat¢ite KPE Investment Partnership in its financiatestnents and substantially all of the
ownership interests were reflected as noncontgiliterests. These noncontrolling interests wengoreed as these interests were contributed
to KKR in the Transactions. Subsequent to the Taetiens, the KKR Group Partnerships hold 100% efdbntrolling economic interests in
the KPE Investment Partnership. KKR therefore cargs to consolidate the KPE Investment Partneeshilits economic interests are no
longer reflected as noncontrolling interests insmitated entities as of October 1, 2009, the &ffealate of the Transactions.

Subsequent to the completion of the Traimas, KKR's business is conducted through the KB®up Partnerships, which own:

. all of the controlling and economic interests in KK fee-generating management companies and apmatety 98% of the
economic interests in KKR's capital markets comgsini

. controlling and economic interests in the geneaalners of KKR's private equity funds and the @githat are entitled to
receive carry from KKR's co-investment vehiclesj an

. all of the controlling and economic interests ia KPE Investment Partnership.

With respect to KKR's active and futuredarand co-investment vehicles that provide foriedrinterest, KKR continues to allocate to
its principals, other professionals and selectbémindividuals a portion of the carried interestreed. See Note 2, "Summary of Significant
Accounting Policies—Profit Sharing Plans". This 4@#ecation is made prior to the allocation of @adrinterest profits between KKR and
KKR Holdings.

Consolidation

The consolidated and combined financiakst@nts (referred to hereafter as the "financatkstents") include the accounts of KKR's
management and capital markets companies, theagyetners of certain unconsolidated co-investmehtcles and the general partners of
its private equity,
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)

1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)

fixed income, and capital solution oriented fundd ¢eir respective consolidated funds, which idelthe KKR European Fund, KKR
Millennium Fund, KKR European Fund Il, KKR 2006 FyiKKR Asian Fund, KKR European Fund Ill, KKR E2/bstors, the KPE
Investment Partnership, certain of the KKR Stratéapital Funds and certain separately managediats¢the "KKR Funds").

KKR & Co. L.P. consolidates the financiasults of the KKR Group Partnerships and their obidated subsidiaries. KKR Holdings'
ownership interest in the KKR Group Partnership®flected as noncontrolling interests held by KK&dings L.P. in the accompanying
financial statements.

References in the accompanying financakstents to KKR's "principals" are to KKR's ser@gecutives and operating consultants who
hold interests in KKR's business through KKR Hotginincluding Senior Principals.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting

The accompanying consolidated and combiimedicial statements are prepared in accordandeagitounting principles generally
accepted in the United States of America ("GAABI)ifiterim financial information and instructiorsForm 10-Q. The consolidated and
combined financial statements and these notesranadited and exclude some of the disclosures redjiirannual financial statements.
Management believes it has made all necessarytagjnss (consisting of only normal recurring iterag)that the consolidated and combined
financial statements are presented fairly andebtimates made in preparing its consolidated antbawed financial statements are reason
and prudent. The operating results presented feriin periods are not necessarily indicative ofrdsults that may be expected for any other
interim period or for the entire year. These coidsdéd and combined financial statements shouleéaé in conjunction with the annual
audited consolidated and combined financial stat¢snecluded in KKR's prospectus dated July 6, 20&6@ with the Securities and
Exchange Commission on July 7, 2010.

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 liabilitiesdtbelosure of contingent assets and liabilitiethatdate of the financial statements and the
reported amounts of fees, expenses and investmennie during the reporting periods. Such estimatdgde but are not limited to the
valuation of investments and financial instrumeAistual results could differ from those estimated auch differences could be material to
the financial statements.

Consolidation
General

KKR consolidates (i) those entities in whitholds a majority voting interest or has majownership and control over significant
operating, financial and investing decisions of ¢néity,
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

including those KKR Funds in which the general partis presumed to have control, or (ii) entitietetimined to be variable interest entities
("VIES") for which it is considered the primary heditiary.

The majority of the entities consolidatgddiKR are comprised of: (i) those entities in whi€KR has majority ownership and has
control over significant operating, financial am¢ésting decisions; and (ii) the consolidated KKimés, which are those entities in which
KKR holds substantive, controlling general partaiemanaging member interests. With respect to dnsaidated KKR Funds, KKR
generally has operational discretion and contrad, lamited partners have no substantive rightsrpact ongoing governance and operating
activities of the fund.

The KKR Funds are consolidated by KKR nétatanding the fact that KKR has only a minoritpeemic interest in those funds. KKF
financial statements reflect the assets, liabdjtfees, expenses, investment income and cash @ibthie consolidated KKR Funds on a gross
basis, and the majority of the economic interasthose funds, which are held by third-party ineestare attributed to noncontrolling
interests in consolidated entities in the accomianiinancial statements. All of the managemens faed certain other amounts earned by
KKR from those funds are eliminated in consolidatiblowever, because the eliminated amounts areédrom, and funded by,
noncontrolling interests, KKR's attributable shaf¢he net income from those funds is increasethbyamounts eliminated. Accordingly, the
elimination in consolidation of such amounts hagfiect on net income (loss) attributable to KKRKR partners' capital.

The KKR Funds are, for GAAP purposes, itvest companies and therefore are not requiredriedatidate their majority-owned and
controlled investments in portfolio companies ('fRidio Companies"). Rather, KKR reflects their istments in portfolio companies at fair
value as described below.

All intercompany transactions and balarttege been eliminated.
Variable Interest Entities

KKR consolidates all variable interest ges ("VIE") in which it is considered the primaogneficiary. An enterprise is determined to be
the primary beneficiary if it holds a controllinipéncial interest. A controlling financial interéstdefined as (a) the power to direct the
activities of a variable interest entity that msigmificantly impact the entity's business andtfig) obligation to absorb losses of the entity or
the right to receive benefits from the entity tbatild potentially be significant to the variabléeirest entity. The revised consolidation rules
require an analysis to (a) determine whether aityantwhich KKR holds a variable interest is a isdnle interest entity and (b) whether KK
involvement, through holding interests directlyimdirectly in the entity or contractually througther variable interests (e.g., managemen
performance related fees), would give it a cortiglfinancial interest. Performance of that anaysiquires the exercise of judgment. Where
KKR has an interest in an entity that has qualifmthe deferral of the revised consolidation sudes discussed in "Recently Issued
Accounting Pronouncements”, the analysis is basgate@vious consolidation rules. These rules recuiranalysis to (a) determine whethe
entity in which KKR holds a variable interest igsaxiable interest entity and (b) whether KKR's ilwament, through holding interests direc
or indirectly in the entity or contractually thrdugther variable interests (e.g., management arfdrpgance related fees), would be expected
to absorb a majority of the variability of the awnti

13




Table of Contents

KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
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Under both guidelines, KKR determines whether this primary beneficiary of a VIE at the time itdhenes involved with a variable interest
entity and reconsiders that conclusion continuadslgvaluating whether KKR is the primary benefigi KKR evaluates its economic
interests in the entity held either directly by KiORindirectly through related parties. The corgatiion analysis can generally be performed
qualitatively; however, if it is not readily appatghat KKR is not the primary beneficiary, a qutative analysis may also be performed.
Investments and redemptions (either by KKR, atfigaof KKR or third parties) or amendments to theegning documents of the respective
KKR Funds could affect an entity's status as a dithe determination of the primary beneficiary.esich reporting date, KKR assesses
whether it is the primary beneficiary and will cotidate or deconsolidate accordingly.

As of June 30, 2010 and December 31, 2888:ts and liabilities recognized in KKR's stateimehfinancial condition and the
maximum exposure to loss for those VIEs in whichRKi§ determined not to be the primary beneficiaryib which it has a variable interest
were as follows:

June 30, December 31,

2010 2009
Investments, at Fair Valt $ 25,10 $ 13,75:¢
Due from Affiliates 787 1,472
Maximum Exposure to Los $ 25,89( $ 15,22¢
Due to Affiliates $ 3,76¢ $ —

For those unconsolidated VIEs in which KIsRhe sponsor, KKR may have an obligation as gdnartner to provide commitments to
such funds. During the three and six months endad 30, 2010 and 2009, KKR did not provide any supgther than its obligated amount.

KKR's investment strategies differ by invaesnt fund; however, the fundamental risks havelaimaharacteristics, including loss of
invested capital and loss of management and ineefges. Accordingly, disaggregation of KKR's ink@hent 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 persadherathan our Predecessor Owners. The majorithiexfe noncontrolling interests were helc
third-party investors in the KKR Funds and the tadipartner interests in the KPE Investment Pashipr
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Subsequent to the completion of the Traimas, noncontrolling interests in consolidatedteg represent the ownership interests in
KKR that are held by:

0] third-party investors in the KKR Funds;

(i) a former principal and such person's designeeg@regate of 1% of the carried interest receivethlbygeneral partners of
KKR's funds and 1% of KKR's other profits (lossesjil a future date;

(i)  certain of KKR's former principals and their design a portion of the carried interest receivecheygeneral partners of KKF
private equity funds that was allocated to thenhwétspect to private equity investments made dwsutd former principals'
previous tenure with KKR;

(iv)  certain of KKR's current and former principalsalthe capital invested by or on behalf of the gehpartners of KKR's priva
equity funds before the completion of the Transagtiand any returns thereon; and

(v) a third party in KKR's capital markets businessdggregate of 2% of the equity).

On May 30, 2008, KKR acquired all of thestanding noncontrolling interests in the managamempanies of KKR's Public Markets
segment ("KFI Transaction"). Immediately prior h&tKFI Transaction, KKR owned 65% of the equityso€h management companies. The
KFI Transaction has been accounted for as an atiqnisf noncontrolling interests using the purahasethod of accounting. The total
consideration of the KFI Transaction was $44,17KRKecorded the excess of the total consideratiar the carrying value of the
noncontrolling interests acquired (which approxiesathe fair value of the net assets acquired anchwiere already included in the
statements of financial condition) to finite-livedkntifiable intangible assets consisting of mamagyet, monitoring, transaction, and incentive
fee contracts. KKR has recorded intangible as<e$80,887 that are being amortized over an estidhaseful life of ten years, based on
contractual provisions that enable renewal of h@racts without substantial cost and our priotdmsof such renewals.

Noncontrolling Interests held by KKR Holding

Subsequent to the completion of the Traiwas, noncontrolling interests attributable to KKRIdings include KKR's Predecessor
Owners economic interests in the KKR Group Partripis Units. KKR's Predecessor Owners receive firtenefits from KKR's business
in the form of distributions received from KKR Hatds and through their direct and indirect partitipn in the value of KKR Group
Partnership Units held by KKR Holdings. As a resciirtain profit-based cash amounts that were pusly paid by KKR no longer are paid
by KKR and are borne by KKR Holdings.

Income and equity of KKR after allocatianrtoncontrolling interests in consolidated entiies, with the exception of certain tax assets
and liabilities that are allocable directly to KKiRanagement Holdings Corp., split on a pro ratashimsaccordance with the equity ownership
percentage of the equity holders of the KKR Groaprerships. However, the contribution of certaipenses borne entirely by KKR
Holdings may result in the equity allocations shawthe statements of changes in equity to not lettpeapro rata split of net assets and
liabilities.
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The following table presents the calculatid Net Income (Loss) Attributable to NoncontnagjiInterests held by KKR Holdings for the

three and six months ended June 30, 2010:

Three Months Six Months
Ended, Ended,
June 30, 2010 June 30, 2010
Net Income (Loss) $ 850,16( $ 3,243,36
Less:Net Income (Loss) Attributable to Noncontrollingdnests in
Consolidated Entitie 676,81t 2,663,941
Plus: Income Taxes attributable to KKR Management Holding
Corp. 31,56¢ 42,97¢
Total Group Partnerships' Net Income Allocable tpiy Holders 204,91( 622,39
Allocation to KKR Holdings 70% 70%
Net Income Attributable to Noncontrolling Interests held by
KKR Holdings $ 14343 $ 435,67t

The following table presents the calculatid Noncontrolling Interests held by KKR Holdings of June 30, 2010:

Fair Value Measurements

Fair value is the amount that would be ingmbto sell an asset or paid to transfer a lighiln an orderly transaction between market
participants at the measurement date (i.e., thepeire). KKR measures and reports its investmantsother financial instruments at fair

value.

KKR has categorized and disclosed its asmed liabilities measured and reported at famedlased on the hierarchical levels as defined
within GAAP. GAAP establishes a hierarchal disclesitamework that prioritizes and ranks the levfiaharket price observability used in

Noncontrolling Interests held by KKR Holdings

as of January 1, 2010 $ 3,072,36!
Net Income (Loss) Attributable to Noncontrolli

Interests held by KKR Holding 435,67¢
Other Comprehensive Income (1,489
Capital Contributions(b 480,78:
Capital Distributions(c (151,13)
Noncontrolling Interests held by KKR Holdings

as of June 30, 2010 $ 3,836,20!

€)) Represents KKR Holdings' allocable portion of OtBemprehensive Income.

(b) Capital Contributions represent non-cash equitymgyts contributed from KKR Holdings totaling

$478,811 and cash contributions of $1,971.

(©) Capital Distributions represent cash distribute®kdR Holdings during the six months ended June 30,

2010.

measuring assets and liabilities at fair value.Rdaprice observability is affected by a numbefaators, including the
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type and the characteristics specific to the amskability. Investments and other financial instrents for which fair value can be measured
from quoted prices in active markets generally hal/e a higher degree of market price observalgility a lesser degree of judgment used in
measuring fair value.

Investments and other financial instrumemésmsured and reported at fair value are classfielddisclosed in one of the following
categories:

Level —Quoted prices are available inaetinarkets for identical investments as of the mépg date. The type of investments
included in Level | include publicly listed equsiepublicly listed derivatives, equity securitiedds but not yet purchased and call
options. KKR does not adjust the quoted price liest investments, even in situations where KKRshalthrge position and a sale
could reasonably affect the quoted price.

Level II—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 detasdithrough the use of models or other valuatiothotwlogies. Investments which
are included in this category include corporata@itiavestments, convertible debt securities indetaepublicly listed securities and
certain over-the-counter derivatives.

Level lll—Pricing inputs are unobservahbe the asset or liability and includes situatiortseve there is little, if any, market
activity for the investment. The inputs into thaedeination of fair value require significant maeagent judgment or estimation.
Investments that are included in this category g@lyeinclude private Portfolio Companies held ditg through the KKR Funds and
private equity co-investment vehicles.

In certain cases, the inputs used to medsirvalue may fall into different levels of tFer value hierarchy. In such cases, an
investment's level within the fair value hierarébyased on the lowest level of input that is gigant to the fair value measurement. KKR's
assessment of the significance of a particulartibgpthe fair value measurement in its entiretyuregp judgment, and it considers factors
specific to the investment.

In cases where an investment measuredequudted at fair value is transferred into or oute¥el 11l of the fair value hierarchy, KKR
accounts for the transfer at the end of the repgrieriod.

Cash and Cash Equivalents
KKR considers all highly liquid short-telimvestments with original maturities of 90 daydess when purchased to be cash equivalents.
Cash and Cash Equivalents Held at Consolidated Eniés

Cash and cash equivalents held at congetidentities represents cash that, although natlierestricted, 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 represnounts that are held by third parties undgaiceof KKR's financing and derivative
transactions.

Investments, at Fair Value
KKR's investments consist primarily of f@ig equity and other investments. See Note 4, Sinvents.”
Private Equity | nvestments

Private equity investments consist of inir@nts in Portfolio Companies of consolidated KKiés that are, for GAAP purposes,
investment companies. The KKR Funds reflect invesits at their estimated fair values, with unrealigains or losses resulting from
changes in fair value reflected as a componentatf®dins (Losses) from Investment Activities in si@ements of operations.

Private equity investments that have rgaaliiservable market prices (such as those tradedseaurities exchange) are stated at the last
guoted sales price as of the reporting date.

As of June 30, 2010, approximately 72%heffair value of KKR's private equity investmemich have been categorized as Level I,
have been valued by KKR in the absence of readiibeosable market prices. The determination of\faiue may differ materially from the
values that would have resulted if a ready marketéxisted. For these investments, KKR generalbg asmarket approach and an income
(discounted cash flow) approach when determiniimgvilue. Management considers various internaletdrnal factors when applying the
approaches, including the price at which the inwestt was acquired, the nature of the investmenteotimarket conditions, recent public
market and private transactions for comparablergés) and financing transactions subsequenteatiguisition of the investment. The fair
value recorded for a particular investment will geily be within the range suggested by the two@gghes.

Investments denominated in currencies dtiear the U.S. dollar are valued based on therspetf the respective currency at the end of
the reporting period with changes related to exghaate movements reflected as a component of BigisGLosses) from Investment
Activities in the accompanying statements of openst

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 syndicétaak loans, high-yield securities and other fikembme securities, are valued at the mean
of the "bid" and "asked" prices obtained from thp@ty pricing services. In the event that thirdtpgricing service quotations are
unavailable, values are obtained from dealers okebanakers and where those values are not avaitavporate credit investments are
valued by KKR or KKR may engage a third-party vaiom firm to assist in such valuations.
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Derivatives

KKR invests in derivative financial instremts, which include total rate of return swapsa total rate of return swap, KKR receives the
sum of all interest, fees and any positive econarhange in fair value amounts from a referencetagisie a specified notional amount and
pays interest on the referenced notional amourst @fy negative change in fair value amounts frooh @asset. Credit default swaps, when
purchasing protection, involve the payment of adixate premium for protection against the lossine of an underlying debt instrument in
the event of a defined credit event, such as paydefault or bankruptcy. Under a credit default pwene party acts as a guarantor by
receiving the fixed periodic payment in exchangetlie commitment to purchase the underlying segatipar if a credit event occurs.
Derivative contracts, including total rate of retwwap contracts and credit default swap contractstecorded at estimated fair value with
changes in fair value recorded as unrealized gaif@sses in Net Gains (Losses) from InvestmenivAigs in the accompanying statements
of operations.

Investmentsin Publicly Traded Securities

KKR's investments in publicly traded seties represent equity securities, which are clesbds trading securities and carried at fair
market value. Changes in the fair market valueaifihg securities are reported within Net Gainssflas) from Investment Activities in the
accompanying statements of operations.

Securities Sold, Not Yet Purchased

Whether part of a hedging transaction tvaasaction in its own right, securities sold, yet purchased, or securities sold short, represen
obligations of KKR to deliver the specified secytt the contracted price, and thereby createbditiato repurchase the security in the
market at then prevailing prices. Short sellingwal the investor to profit from declines in margates. The liability for such securities sold
short is marked to market based on the currenevafithe underlying security at the reporting daith changes in fair value recorded as
unrealized gains or losses in Net Gains (Losses) fnvestment Activities in the accompanying staata of operations. These transactions
may involve a market risk in excess of the amountently reflected in KKR's statements of finanaiahdition.

Due from and Due to Affiliates

For purposes of classifying amounts, KKRgiders its principals and their related entitfemconsolidated funds and the Portfolio
Companies of its funds to be affiliates. Receivalfitem and payables to affiliates are recordedtieit turrent settlement amount.

Foreign Exchange Derivatives and Hedging Activities

KKR enters into derivative financial insimants primarily to manage foreign exchange riskiatetest rate risk arising from certain
assets and liabilities. All derivatives are recagdias either assets or liabilities in the statesneinfinancial condition and measured at fair
value with changes in fair
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value recorded in Net Gains (Losses) from Investretivities in the accompanying statements of atiens. KKR's derivative financial

instruments contain credit risk to the extent tteabank counterparties may be unable to meetettmest of the agreements. KKR attempts to
minimize this risk by limiting its counterparties tnajor financial institutions with strong credttings.

Fixed Assets, Depreciation and Amortization

Fixed assets consist primarily of leaseliwldrovements, furniture, fixtures and equipment) aomputer hardware and software. Such
amounts are recorded at cost less accumulatedai@jiwa and amortization. Depreciation and amotitimaare calculated using the straight-
line method over the assets' estimated economfaluses, which for leasehold improvements are lfsser of the lease terms or the life of
the asset, and three to seven years for other éigselts.

Comprehensive Income

Comprehensive income is defined as thegdamequity of a business enterprise during aoperiom transactions and other events and
circumstances, excluding those resulting from ébuations and distributions to owners. In the accanying financial statements,
comprehensive income represents Net Income (Lasg)resented in the statements of operations drfdreén currency translation
adjustments.

Fees

Fees consist primarily of (i) monitoringdamansaction fees from providing advisory and oevices, (ii) management and incentive
fees from providing investment management senticemconsolidated funds, a specialty finance compstnuctured finance vehicles, and
separately managed accounts, and (iii) fees frauitadanarkets activities. These fees are baseti@icdntractual terms of the governing
agreements and are recognized in the period durich the related services are performed.

For the three and six months ended Jun2@) and 2009, fees consisted of the following:

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
Monitoring Fees $ 27,000 $ 23,60f $ 52,347 $ 49,12¢
Transaction Fee 36,60¢ 14,37¢ 88,40: 14,567
Management Fees Received from Unconsolida
Funds 15,10¢ 13,50: 31,50¢ 26,85¢
Incentive Fees Received from Unconsolidated
Funds 8,35( — 20,85( —
Total Fees $ 87,07C $ 51,48. $ 193,10 $ 90,55:

Monitoring Fees

Monitoring fees are earned by KKR for seeg provided to Portfolio Companies and are re@aghas services are rendered. These fees
are paid based on a fixed periodic schedule by the
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Portfolio Companies either in advance or in arraac are separately negotiated for each Portfaim@ny. Monitoring fees amounted to
$20,501 and $20,954 for the three months ended 32010 and 2009, respectively and $42,745 a@¢b%4 for the six months ended
June 30, 2010 and 2009, respectively.

In connection with the monitoring of PottfoCompanies and certain unconsolidated funds, K&gives reimbursement for certain
expenses incurred on behalf of these entities.sGpsurred in monitoring these entities are clasdis general, administrative and other
expenses and reimbursements of such costs ardiethss monitoring fees. These reimbursements ateouto $6,506 and $2,651 for the
three months ended June 30, 2010 and 2009, resggcind $9,598 and $6,215 for the six months erdded 30, 2010 and 2009,
respectively.

Transaction Fees

Transaction fees are earned by KKR primanilconnection with successful private equity aedbt transactions and capital markets
activities. Transaction fees are recorded uponrgjosf the transaction. Fees are typically paidboaround the closing. Transaction fees
received amounted to $36,608 and $14,376 for tleetimonths ended June 30, 2010 and 2009, resdeaive $88,402 and $14,567 for the
six months ended June 30, 2010 and 2009, resplgctive

In connection with pursuing successful fatic Company investments, KKR receives reimbursetfier certain transaction-related
expenses. Transaction-related expenses, whicleimnbursed by third parties, are typically deferuedil the transaction is consummated and
are recorded in Other Assets on the date the egpsmscurred. The costs of successfully complétaasactions are borne by the KKR Funds
and included as a component of the investmentisbhesss. Subsequent to closing, investments amrded at fair value each reporting period
as described in the section above titled InvestmeattFair Value. Upon reimbursement from a thidyy the cash receipt is recorded and the
deferred amounts are relieved. No fees or exparsa®corded for these reimbursements.

Management and Incentive Fees Received from Cordatitd and Unconsolidated Func

For KKR's private equity funds and certairconsolidated KKR sponsored funds, gross manageieesgenerally range from 1% to
1.5% of committed capital during the fund's investinperiod and approximately 0.75% of investedteapiter the expiration of the fund's
investment period. Typically, an investment peii®defined as a period of up to six years. Theadangth of the period may be shorter
based on the timing and use of committed capital.

Management fees received from consoliditeR Funds are eliminated in consolidation. Howevscause these amounts are funded
by, and earned from, noncontrolling interests, KiK&located share of the net income from consal&KR Funds is increased by the
amount of fees that are eliminated. Accordinglg, ¢fimination of the fees does not have an effadhe net income attributable to KKR or
KKR partners' 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 entitléabto its
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private equity funds. The cash that would have lpssmble was contributed by the funds' investodsvaas initially included as a component
of Cash and Cash Equivalents Held at Consolidatii€s. In lieu of making direct cash capital ailmitions, these investor contributions
were used to satisfy a portion of the capital commants to which KKR would otherwise have been stttas the general partner of the fund.
As a result of the election to waive the fees, KK&s not entitled to any portion of these fees uhélfund had achieved positive investment
results. Because the ability to earn the waived fe&s contingent upon the achievement of positivestment returns by the fund, the
recognition of income only occurred when the caygincy was satisfied. There were no waived feethithree and six months ended

June 30, 2010 and $6,250 and $12,500 of waivedféedbe three and six months ended June 30, 2009.

KKR's private equity funds require the mgerment company to refund up to 20% of any cash gemnant fees earned from limited
partners in the event that the funds recognizeréedainterest. At such time as the fund recognaearried interest in an amount sufficient to
cover 20% of the management fees earned or a pdh@reof, a liability to the fund's limited partaes recorded and revenue is reduced for
the amount of the carried interest recognizedimeiceed 20% of the management fees earned. Amef30, 2010, the amount subject to
refund for which no liability has been recorded mpgmates $68.8 million as a result of certain fsimdt yet recognizing sufficient carried
interests. The refunds to the limited partnerspaid, and the liabilities relieved, at such timattthe underlying investments are sold and the
associated carried interests are realized. Invbatehat a fund's carried interest is not suffiti® cover all or a portion of the amount that
represents 20% of the earned management fees féeesseould not be returned to the funds' limitadners, in accordance with the
respective fund agreements.

For periods prior to the Transactions, K&&ned fees from the KPE Investment Partnershiptwivere determined quarterly based on
25% of the sum of (i) equity up to and includingi$ion multiplied by 1.25% plus (ii) equity in erss of $3 billion multiplied by 1%. For
purposes of calculating the management fee, equiityan amount defined in the management agreeBmsequent to the Transactions, the
KPE Investment Partnership continues to pay aHegever, since the KKR Group Partnerships hold 1@®%e controlling and economic
interests of the KPE Investment Partnership, teadeliminated in consolidation and KKR no longenefits from this arrangement.

KKR Financial Holdings LLC ("KFN")

KKR's management agreement with KFN prasjdenong other things, that KKR is entitled to @ierfees, consisting of a base
management fee and incentive fee. KKR earns arbasagement fee, computed and payable monthly éaarbased on an annual rate of
1.75% of adjusted equity, which is an amount defimethe management agreement.

KKR's management agreement with KFN alswiples that KFN is responsible for paying KKR qedst incentive compensation in an
amount equal to the product of (i) 25% of the dadlammount by which: (a) KFN's net income, beforesimive compensation, per weighted-
average share of KFN's common shares for sucheyuantceeds (b) an amount equal to (A) the weightedtage of the price per share of the
common stock of KFEN in its August 2004 private jglarent and the prices per share of the common stfa€kN in its initial public offering
and any subsequent offerings by KFN
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multiplied by (B) the greater of (1) 2.00% and (20% plus one-fourth of the ten year treasury f@teuch quarter, multiplied by (ii) the
weighted average number of KFN's common sharesamatinig in such quarter. Once earned, there actamdbacks of incentive fees recei
from KFN. Incentive fees of $8,350 and $20,850 wemgnized for the three and six months ended 30n2010, respectively. No incentive
fees were earned for the three and six months ehaeel 30, 2009.

KKR's management agreement with KFN waswesd on January 1, 2010 and will automaticallydreewed for successive one-year
terms following December 31, 2010 unless the agesiis terminated in accordance with its terms. Mla@magement agreement provides that
KFN may terminate the agreement only if:

. the termination is approved at least 180 days poidihe expiration date by at least two-thirds &8MKs independent directors or
by the holders of a majority of KFN's outstandimmgrenon shares and the termination is based upand@termination that
KKR's performance has been unsatisfactory and mfyedetrimental to KFN or (ii) a determinationaththe management and
incentive fees payable to KKR are not fair (subjedKKR's right to prevent a termination by reachan agreement to reduce
KKR's management and incentive fees), in which eatsgmination fee is payable to KKR; or

. KKR's subsidiary that manages KFN experiences arigé of control" or KKR materially breaches thevyismns of the
agreement, engages in certain acts of willful nrisieact or gross negligence, becomes bankrupt ohiasoor is dissolved, in
which case a termination fee is not payable to KKR.

None of the aforementioned events haveredwas of June 30, 2010.

KKR has also received restricted commonmeshand common share options from KFN as a compafi@mpensation for management
services provided to KFN. The restricted commoneshand share options vest ratably over applicadséng periods and are initially
recorded as deferred revenue at their estimateddhies at the date of grant. Subsequently, Kkiheasures the restricted common shares
and share options to the extent that they are tedewith a corresponding adjustment to deferredmae. Income from restricted common
shares is recognized ratably over the vesting gextoa component of fee income and amounted to $164105 for the three months ended
June 30, 2010 and 2009, respectively and $2,49&8%) for the six months ended June 30, 2010 @08 2espectively.

Vested share options received as a compafi@mpensation for management services meattthmcteristics of derivative
investments. Vested share options are recordestiataged fair value with changes in fair value gggaed in Net Gains (Losses) from
Investment Activities. Both vested and unvested mom share options are valued using a Black-Schwlesg model as of the end of each
period.

Vested common shares that are receiveccamponent of compensation for management seraigesarried as trading securities, and
are recorded at estimated fair value with changéaii value recognized in Net Gains (Losses) ftamestment Activities.
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Investment Funds

KKR Srategic Capital Funds

KKR has entered into management agreemmtiighe side-by-side funds comprising the KKR &tgac Capital Funds, certain of which
are consolidated, pursuant to which it has agreguldvide them with management and other servideder the management agreement and,
in some cases, other documents governing the thavifunds, KKR is entitled to receive managemaeit iacentive fees.

Through October 31, 2008 KKR was entitlededceive:

. with respect to investors who have agreed to a @timlockup period, a monthly management fee that is equal667% (o
2.0% annualized) of the net asset value of thesiddal fund that is allocable to those investors] a

. with respect to investors who have agreed to a @timlockup period, a monthly management fee that is equal1250% (o
1.5% annualized) of the net asset value of theaqmrfund that is allocable to those investors.

Effective November 1, 2008 through Novem@r2009, KKR elected to reduce the managemerit ésgned from all investors to
0.0208% (or 0.25% annualized) of the net assetvaldhe investments allocable to each investor.

Effective December 1, 2009, KKR is entittedeceive a monthly management fee from onlyirtkestors participating in certain classes
of investments that is equal to 0.0208% (or 0.2%¥ualized) of the net asset value of the investmalibcable to those investors, with no
management fee being charged on the remainingesla$snvestments.

As part of KKR's management agreements thighside-by-side funds comprising the KKR Strategapital Funds, certain of which are
consolidated, through October 31, 2008 KKR was at#led to receive incentive fees as follows:

. with respect to investors who have agreed to a @timlock-up period, an annual incentive fee egu&0% of the increase in
the net asset value of the individual fund thatliscable to those investors above the highesasst value at which an
incentive fee has previously been received; and

. with respect to investors who have agreed to a é8timlock-up period, an annual incentive fee e¢ual5% of the increase in
the net asset value of the individual fund thatliscable to those investors above the highesasst value at which an
incentive fee has previously been received.

Effective November 1, 2008 through Noven®@r2009, KKR elected to reduce the incentiveitfeeas entitled to an annual incentive
fee from all investors equal to 15% of the increiasthe net asset value of the individual fund abthe highest net asset value at which an
incentive fee has previously been received, angestito an 8% preferred return that is retroactivéhe date of
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original investment. Effective December 1, 2009, Kas waived its right to any future incentive féds incentive fees were recognized for
the three and six months ended June 30, 2010 &8l 20

These incentive fees were accrued annuadligr all contingencies had been removed, basdbdeoannual performance and compared to
the prior incentive fee calculation, as applicabiestated in the management agreement. Sinceaparioe fluctuated during interim periods,
no incentive fees were recognized on a quartedysb®nce earned, there were no provisions forlzdaks of incentive fees received from
side-by-side funds comprising the KKR Strategic i@ p-unds.

Management fees received from consolidt€R Strategic Capital Funds have been eliminatemlvéler, because these amounts are
funded by, and earned from limited partners, KKd®'scated share of the net income from consolid&i€R Strategic Capital Funds is
increased by the amount of fees that are eliminaedordingly, the elimination of the fees does hate an effect on net income attributable
to KKR or KKR partners' capital.

Structured Finance Vehicle:

KKR's management agreements for its stradtfinance vehicles provide for senior collatenanagement fees and subordinate
collateral management fees. Senior collateral mamagt fees are determined based on an annualfi@t&E586 of collateral and subordinate
collateral management fees are determined basad annual rate of 0.35% of collateral. If amounssrihutable on any payment date are
insufficient to pay the collateral management f@esording to the priority of payments, any shotifatieferred and payable on subsequent
payment dates. KKR has the right to waive all or portion of any collateral management fee. Aswfel30, 2010, KKR has permanently
waived $85.7 million of collateral management fé€€R generally waives the collateral managemens fee the majority of its structured
finance vehicles; however, KKR may cease waivingateral management fees at its discretion. Foptiipose of calculating the collateral
management fees, collateral, the payment dateshangtiority of payments are terms defined inrtr@nagement agreements.

Separately Managed Accoun

Certain fixed income and capital solutigiented accounts referred to as "Separately Managedunts" invest in liquid strategies, such
as leveraged loans and high yield bonds, lessdigradit products and capital solutions investmehtgse accounts provide for management
fees determined quarterly based on an annual estterglly ranging from 0.5% to 1.5%. Such rate mapased on the accounts' average net
asset value, capital commitments or invested dafitech accounts may also provide for a carriegr@dt on investment disposition proceeds
in excess of the capital contributions made fohsangestment. The carried interest, if any, magbigject to a preferred return prior to any
distributions of carried interest. Carried interissgenerally recognized based on the contractualdidla set forth in the applicable agreement
governing the account. If an account provides &oried interest, the applicable agreements typigalbvide for clawback if it is determined
that KKR received carried interest in excess ofaimount it was entitled to receive for such account
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Investment Income

Investment income consists primarily of tiee impact of: (i) realized and unrealized gaind bpsses on investments, (ii) dividends,
(iii) interest income, (iv) interest expense angffreign exchange gains and losses relating t&+ttamarket activity on foreign exchange
forward contracts, foreign currency options aneiign denominated debt. Carried interests and simigdribution rights generally entitle
KKR to a percentage of the profits generated hyral fas described below. Unrealized gains or logsedt from changes in fair value of
investments during the period, and are includedéhGains (Losses) from Investment Activities. Uglisposition of an investment,
previously recognized unrealized gains or lossesarersed and a realized gain or loss is recognize

Carried interests entitle the general parbf a fund to a greater allocable share of tingl'Riearnings from investments relative to the
capital contributed by the general partner andespondingly reduce noncontrolling interests' attidble share of those earnings. Amounts
earned pursuant to carried interests are includédvastment income in Net Gains (Losses) fromsiment Activities and are earned by the
general partner of those funds to the extent thiadutative investment returns are positive. If thesestment returns decrease or turn neg
in subsequent periods, recognized carried intevildbe reduced and reflected as investment logSeried interest is recognized based or
contractual formula set forth in the instrumentseyaing the fund as if the fund was terminatechatreporting date with the then estimated
fair values of the investments realized. Due togktended durations of KKR's private equity furlkiKR believes that this approach results in
income recognition that best reflects the perigdiformance of KKR in the management of those fu@dsried interest recognized amout
to approximately $229.5 million and $263.7 millifor the three months ended June 30, 2010 and 288@8ectively and $552.7 million and
$194.5 million for the six months ended June 3Q,&nd 2009, respectively. The amount of carriéerést earned during the three and six
months ended June 30, 2010 for those funds eligibleceive carry distributions amounted to $238ilion and $480.9 million, respectivel
of which 40% is allocable to the carry pool witle tlremaining 60% allocated to KKR and KKR Holdingséd on their ownership
percentages.

The instruments governing KKR's privateiggtunds generally include a "clawback" or, inteén instances, a "net loss sharing"
provision that, if triggered, may give rise to aatingent obligation that may require the generatrpa to return or contribute amounts to the
fund for distribution to investors at the end coé tie of the fund.

Clawback Provision

Under a "clawback" provision, upon the idation 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 investmgtite aggregate amount of carry
distributions received by the general partner dytire term of the fund exceed the amount to whiehgeneral partner was ultimately entit
As of June 30, 2010, the amount of carried inteké&R principals have received, that is subjecthis tlawback provision was
$689.2 million, assuming that all applicable prevatjuity funds were liquidated at no value. Haditvestments in such funds been liquid:
at their June 30,
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2010 fair values, the clawback obligation would é&een $61.5 million, of which $55.9 million is dinem affiliates and $5.6 million is due
from noncontrolling interest holders.

Prior to the Transactions, certain KKR pijrals who received carried interest distributiavith respect to the private equity funds had
personally guaranteed, on a several basis andctubje cap, the contingent obligations of the gaingartners of certain private equity funds
to repay amounts to fund limited partners purstatiie general partners' clawback obligations. fEn@s of the Transactions require that
KKR principals remain responsible for any clawbatkigations relating to carry distributions recavgior to the Transactions up to a
maximum of $223.6 million. Accordingly, at June 2010, KKR has recorded a receivable of $55.9 amillvithin due from affiliates on the
statement of financial condition for the amounth# clawback obligation required to be funded byR<grincipals. See Note 13
"Commitments and Contingencies."

Carry distributions arising subsequenti® Transactions are allocated to KKR, KKR Holdiags to carry pool participants in
accordance with the terms of the instruments gargrine KKR Group Partnerships. Any clawback oltiigas relating to carry distributions
subsequent to the Transactions are the responsifiithe KKR Group Partnerships and carry pootipgrants.

Net Loss Sharing Provisiol

The instruments governing certain of KKR'wate equity funds may also include a "net Idsargg provision,” that, if triggered, may
give rise to a contingent obligation that may reguihe general partners to contribute capital éoftimd, to fund 20% of the net losses on
investments. In connection with the "net loss stwaprovisions,” certain of KKR's private equity fisallocate a greater share of their
investment losses to KKR relative to the amountgrdouted by KKR to those vehicles. In these vedsckuch losses would be required to be
paid by KKR to the limited partners in those veégin the event of a liquidation of the fund redeed of whether any carried interest had
previously been distributed. Based on the fair reavialues as of June 30, 2010, the net loss shabliggation would have been approxima
$21.8 million, all of which is attributable to t&kR Group Partnerships. If the vehicles were ligueatl at zero value, the net loss sharing
obligation would have been approximately $1,108iian as of June 30, 2010. See Note 13 "Commitmamid Contingencies." Unlike the
"clawback" provisions, KKR will be responsible famounts due under net loss sharing arrangementsitiigidemnify its principals for
personal guarantees that they have provided wéiheiet to such amounts.

In KKR's private equity funds where theoalition of cumulative net losses is proportionahi capital contributed by the partners in the
fund, KKR will not earn any carried interest in thand until all such losses have been recoverasdoéses are recovered, income is allocated
in proportion to the capital contributed until thumd has reached a net positive investment reairwhich time carried interest is recognized
and income is allocated as described above. THerpwnce of each fund is independent from all ofheds and the losses to be recovered
vary from fund to fund based on the size and paréorce of the underlying investments in each fund.
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Dividend Income

Dividend income is recognized by KKR on thedividend date, or in the absence of a formalatation, on the date it is received.
Dividends earned by the consolidated KKR FundgHerthree months ended June 30, 2010 and 2009 aedoion$146,231 and $76,533
respectively, and $588,306 and $77,113 for thersirths ended June 30, 2010 and 2009, respectively.

Interest Income

Interest income is recognized as earngdrdat income earned by the consolidated KKR Fanasunted to $53,756 and $30,553 for the
three months ended June 30, 2010 and 2009, resggcind $100,385 and $56,393 for the six monthiedrdune 30, 2010 and 2009,
respectively.

Employee Compensation and Benefits

Employee compensation and benefits expielchades salaries, bonuses, equiigsed compensation and profit sharing plans asiee
below.

Historically, employee compensation anddfiésm expense has consisted of base salaries ans&® paid to employees who were not
Senior Principals. Payments made to our Seniockats included partner distributions that weredgaiour Senior Principals and accounted
for as capital distributions as a result of opets a partnership. Accordingly, KKR did not recany employee compensation and benefits
charges for payments made to Senior Principalpddnds prior to the completion of the Transactions

Following the completion of the Transactipall of the Senior Principals and other employeesive a base salary that is paid by KKR
and accounted for as employee compensation anditsezpense. Employees are also eligible to rexdigcretionary cash bonuses based on
performance criteria, overall profitability and ettmatters. While cash bonuses paid to most emeogee funded by KKR and result in
customary employee compensation and benefits chiatgsh bonuses that are paid to certain of out seogor employees are funded by
KKR Holdings with distributions that it receives @8 KKR Group Partnership Units. To the extent tiatributions received by these
individuals exceed the amounts that they are otiserentitled to through their vested units in KKRI#ings, this excess will be funded by
KKR Holdings and reflected in compensation expangbe statement of operations.

Equity based Payments

Compensation paid to KKR employees in threnfof equity is recognized as employee compensatil benefits expense. GAAP
generally requires that the cost of services rexkim exchange for an award of an equity instrurbentheasured based on the grant-date fair
value of the award. Equity based awards that doetptire the satisfaction of future service or perfance criteria (i.e., vested awards) are
expensed immediately. Equity-based awards thainethe satisfaction of future service or perforcguriteria are recognized over the
relevant service period, adjusted for estimateféftures of awards not expected to vest.
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Compensation paid to non-employee operatimgpultants to KKR's businesses in the form oftgds recognized as general,
administrative and other expense. Unlike employpéty awards, the cost of services received in arge for an award of an equity
instrument to service providers is measured at gasting date, and is not measured based on thé-daée fair value of the award unless the
award is vested at the grant date. Equity-baseddsihat do not require the satisfaction of futsgevice or performance criteria (i.e., vested
awards) are expensed immediately. Equity baseddswhat require the satisfaction of future sergicgerformance criteria are recognized
over the relevant service period, adjusted fonested forfeitures of awards not expected to vestetl on the fair value of the award on each
reporting date and adjusted for the actual faivealf the award at each vesting date. Accordiriymeasured value of the award will not be
finalized until the vesting date.

Profit Sharing Plans

KKR has implemented profit sharing arrangata for KKR employees, operating consultants arthin senior advisors working in its
businesses, across its different operations tleati@signed to appropriately align performance amdpensation.

Subsequent to the Transactions, with regpa€KR's active and future funds and co-investtmashicles that provide for carried interest,
KKR will allocate to its principals, other professials and operating consultants a portion of theechinterest earned in relation to these
funds as part of its carry pool. KKR currently abdes approximately 40% of the carry it earns ftbese funds and vehicles to its carry pool.
These amounts are accounted for as compensatditygiraring arrangements in conjunction with thiated carried interest income and
recorded as compensation expense for KKR emplayeegeneral and administrative expense for opgratimsultants. For the three months
ended June 30, 2010, $96.1 million and $(0.1) amllivas charged to compensation and benefits aretgleand administrative expense,
respectively, and for the six months ended Jun@00, $190.7 million and $4.7 million was charged@ompensation and benefits and
general and administrative expense, respectively.

To the extent previously recorded carrigdriest is adjusted to reflect decreases in thenlyidg funds' valuations at period end, related
profit sharing amounts previously accrued are adgland reflected as a credit to current periodgsmeation expense.

Foreign Currency

Foreign currency denominated assets abdities are primarily held through the KKR Fundareign currency denominated assets and
liabilities are translated using the exchange ratesailing at the end of each reporting periodsRs of foreign operations are translated at
the weighted average exchange rate for each raggrériod. Translation adjustments are includeclimment income to the extent that
unrealized gains and losses on the related investane included in income, otherwise they are idetlas a component of accumulated other
comprehensive income until realized. Foreign cuyegains or losses resulting from transactionsidetsf the functional currency of a
consolidated entity are recorded in income as mecliand were not material during the three andnginths ended June 30, 2010 and 2009.
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Income Taxes

Prior to the completion of the TransactidtKR operated as a partnership or limited liapiibmpany for U.S. federal income tax
purposes and mainly as a corporate entity in ndh-jurisdictions. As a result, income was not scibje U.S. federal and state income taxes.
Generally, the tax liability related to income ezairby these entities represented obligations oK&ie principals and have not been reflected
in the historical financial statements. Income tagkown on the statements of operations prioradtnsactions are attributable to the New
York City unincorporated business tax and otheoline taxes on certain entities located in non-UiSsdlictions.

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 genesallgorporate entities in non-U.S. jurisdictionscéwlingly, these entities in some cases
continue to be subject to New York City unincorgethbusiness taxes, or non-U.S. income taxes.ditiawl, certain of the wholly owned
subsidiaries of KKR and the KKR Group Partnerskipssubject to federal, state and local corporateme taxes at the entity level and the
related tax provision attributable to KKR's shaf¢his income is reflected in the financial staterse

Subsequent to the Transactions, KKR usesidhility method to account for income taxes acc@dance with GAAP. Under this meth
deferred tax assets and liabilities are recognii@aethe expected future tax consequences of diffars between the carrying amounts of a:
and liabilities and their respective tax basis ggiorrently enacted tax rates. The effect on defeassets and liabilities of a change in tax
is recognized in income in the period when the gledr enacted. Deferred tax assets are reducedddyation allowance when it is more
likely than not that some portion or all the dedertax assets will not be realized.

Tax laws are complex and subject to difieraterpretations by the taxpayer and respectoxegnmental taxing authorities. Significant
judgment is required in determining tax expenseiarglaluating tax positions including evaluatingcartainties. KKR reviews its te
positions quarterly and adjusts its tax balanceseasinformation becomes available.

For the purposes of calculating uncertaingositions, KKR measures the tax benefit of quasitions by determining the largest amount
that is greater than 50% likely of being realiz@dm settlement, presuming that the tax positiex@mnined by the appropriate taxing
authority that has full knowledge of all relevamfairmation. These assessments can be complex gnasignificant judgment. To the ext
that KKR's estimates change or the final tax oute@fthese matters is different than the amoumsrded, such differences will impact the
income tax provision in the period in which suchketlminations are made. If the initial assessmél fa result in the recognition of a tax
benefit, KKR regularly monitors its position andosequently recognizes the tax benefit if (i) theere changes in tax law or analogous case
law that sufficiently raise the likelihood of prélag on the technical merits of the position to nedikely-than-not, (ii) the statute of
limitations expires, or (iii) there is a completiohan audit resulting in a settlement of thatyear with the appropriate agency. Interest and
penalties, if any, are recorded within the prowvisior income taxes in KKR's statements of operatiand are classified on the statements of
financial condition with the related liability famrecognized tax benefits.
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Earnings Per Common Unit

Basic and diluted earnings per common a@tcalculated by dividing Net Income (Loss) atitdble to KKR & Co. L.P. by the
weighted-average number of common units outstandiming the period. Diluted earnings per commorn arclude KKR Holdings units
which are exchangeable on a one-for-one basisomamon units of KKR & Co. L.P. The KKR Holdings tsare excluded from the diluted
calculation given that the exchange of these umitsld proportionally increase KKR & Co. L.P.'s irgsts in the Group Partnerships and
would have an anti-dilutive effect on earnings p@mmon unit as a result of certain tax benefits KKRo. L.P. is assumed to receive upon
the exchange. Prior to the Transactions, KKR'srassi was conducted through a large number ofeas to which there was no single
holding entity but which were separately ownedtsyPredecessor Owners. There was no single capiteture upon which to calculate
historical earnings per common unit informationcéwingly, earnings per common unit information hasbeen presented for historical
periods prior to the Transactions.

Recently Issued Accounting Pronouncements

On January 1, 2010, KKR adopted guidansgeid by the Financial Accounting Standards BodFd$B") related to VIEs. The
amendments significantly affect the overall corgatiion analysis, changing the approach taken bypaoi®s 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 thérinutes of an investment company as defined uAl@PA Audit and Accounting Guide,
Investment Companies, or does not have all the attributes of an investncompany but is an entity for which it is acedye based on
industry practice to apply measurement principhed are consistent with the AICPA Audit and AccangitGuide,l nvestment Companies,

(b) the reporting entity does not have explicitroplicit obligations to fund any losses of the gnthat could potentially be significant to the
entity, and (c) the entity is not a securitizat@nity, asset-backed financing entity or an erttigt was formerly considered a qualifying
specialpurpose entity. The reporting entity is requireghéoform a consolidation analysis for entities tipaalify for the deferral in accordar
with previously issued guidance on VIEs. Priorhe tevision of the consolidation rules, KKR condated a substantial majority of its
investment vehicles except for KKR Strategic Cdpiteerseas Fund Ltd., KFN, KKR Index Fund InvesttsdnP., carry co-investment
vehicles and 8 North America Investor L.P. Withpest to the unconsolidated investment vehiclesetemtities have qualified for the
deferral of the revised consolidation rules anddbresolidation analysis was based on the previonsdalidation rules. In addition, in
connection with the adoption of the new consolmtatiules, KKR considered whether it was approptiateonsolidate five structured finance
vehicle subsidiaries of KFN. With respect to theséties, the primary beneficiary was determinebdedFN, because KFN has the power to
direct the activities that most significantly imp#uese entities' economic performance and KFNblods the obligation to absorb losses of
these entities and the right to receive benefimfthese entities that could potentially be sigatifit to these entities. See Note 11, "Related
Party Transactions" for financial information reldtto KFN. Accordingly, the revised consolidatiotes have not resulted in the
consolidation or deconsolidation of any entities.aresult, KKR consolidates the same entities befbre and after adopting these new rt
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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 whigeet the separate presentation criteria
and disclosure of assets and liabilities recogniagtle consolidated statements of financial coodiand the maximum exposure to loss for
those VIEs in which a reporting entity is deterntiie not be the primary beneficiary but in whichds a variable interest. Disclosures
relating to KKR's involvement with VIEs are disabaswithin this Note.

In January 2010, the FASB issued guidamcinproving disclosures about fair value measurégmérhe guidance requires additional
disclosure on transfers in and out of Levels | Bridir value measurements in the fair value hiehgrand the reasons for such transfers. In
addition, for fair value measurements using sigaifit unobservable inputs (Level Ill), the recomtitin of beginning and ending balances
shall be presented on a gross basis, with sepdistiesure of gross purchases, sales, issuancesetfeiments and transfers in and transfers
out of Level lll. The new guidance also requirebaced disclosures on the fair value hierarchyisagfiregate disclosures by each class of
assets and liabilities. In addition, an entityaguired to provide further disclosures on valuaterhniques and inputs used to measure fair
value for fair value measurements that fall ineithevel 1l or Level Ill. The guidance is effectif@r interim and annual periods beginning
after December 15, 2009, except for the disclosabesit purchases, sales, issuances, and settlemémésroll forward of activity in Level Il
fair value measurements, which are effective ferdl years beginning after December 15, 2010. Kéépted the guidance, excluding the
reconciliation of Level Il activity. As the guidaa is limited to enhanced disclosures, adoptiomdichave an impact on KKR's financial
statements.

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 excharagesgand losses attributable to foreign-denominategistments and related activities) and
other financial instruments. Unrealized gains asks result from changes in the fair value of timgestments during a period. Upon
disposition of an investment, previously recogninadealized gains or losses are
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3. NET GAINS (LOSSES) FROM INVESTMENT ACTIVITIES (C ontinued)
reversed and an offsetting realized gain or lossdegnized in the current period. The followingléasummarizes KKR's total Net Gains
(Losses) from Investment Activities:

Three Months Ended Three Months Ended Six Months Ended Six Months Ended
June 30, 2010 June 30, 2009 June 30, 2010 June 30, 2009
Realized Net Realized Net Realized Net Realized Net
Gains Unrealized Gains Unrealized Gains Unrealized Gains Unrealized
(Losses) Gains (Losses (Losses) Gains (Losses (Losses) Gains (Losses (Losses) Gains (Losses

Private

Equity

Investmer

@) $309,83. $ 512,97( $(428,24) $ 2,795,54; $524,34° $ 2,393,57i $(468,17) $ 1,995,14
Other

Investmer

() 27,16: (92,47Y) 7,06( 136,39° 49,60( (45,087 (66,520 200,63t
Foreign

Exchange

Contracts

(b) (18,44°) 285,90 (1,75€) (278,24() (17,299 437,05: 6,802 (157,714
Foreign

Exchange

Option(b) — 1,91C — (10,88¢) — (4,80%) 8,78¢ (24,16¢)
Call Options

Written(b) (22) 121 — — (11) 141 — —
Securities

Sold Shor

(b) (6,802) 13,83: (1,459 12t (11,570 9,68t (1,24 25€
Other

Derivative

Liabilities

(b) — — (2,279 2,46( (2,119 2,11¢ (6,44€) 8,93t
Contingent

Carried

Interest

Repaymel

Guarantee

(c) — (1,98)) — — — (21,139 — —
Debt

Obligation

(d) — 1,187 — (11,657) — 6,26( 4,811 (13,680)
Foreign

Exchange

Losses or

Cash and

Cash

Equivalen

held at

Consolida

Entities(e) — (1,622) 11,90¢ — (1,02)) (1,622) 10,70¢ —
Total Net

Gains

(Losses)

from

Investme|

Activities  $311,72: $ 719,84t $(414,769) $ 2,633,74. $541,93° $ 2,776,18. $(511,289) $ 2,009,411

(a) See Note 4 "Investments".

(b) See Note 7 "Other Assets and Accounts Payable ugdcExpenses and Other Liabilities".
(c) See Note 13 "Commitments and Contingencies".

(d) See Note 8 "Debt Obligations".

(e) See Statement of Cash Flows Supplemental Disclesure

4. INVESTMENTS



Investments, at Fair Value consist of iiefving:

Fair Value
June 30, 2010 December 31, 2009

$ 30,850,08 $ 27,950,84
1,264,85! 1,022,10:

$ 32,114,93 $ 28,972,94

Private Equity Investmen
Other Investment

As of June 30, 2010 and December 31, 200@stments, at fair value totaling $5,372,271 $67532,235 respectively, were pledged as
collateral against various financing arrangemes¢e Note 8 "Debt Obligations."
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4. INVESTMENTS (Continued)
Private Equity Investment

The following table presents KKR's privatpuity investments at fair value. The classificagiof the private equity investments are bi
primarily on the primary business and the domicltezhtion of the business.

Fair Value
as a
Fair Value Percentage of Total
June 30, December 31  June 30, December 31
2010 2009 2010 2009
Private Equity Investments, at Fair Value
North America
Retail $ 5,094,76. $ 4,567,69. 16.5% 16.2%
Healthcare 4,142,20:i 3,609,99 13.4% 12.%
Financial Service 2,570,22; 2,579,30! 8.2% 9.2%
Media 1,362,28. 1,256,36: 4.40% 4.5%
Energy 2,131,03: 1,305,58! 6.9% 4.7%
Technology 913,62: 1,876,56° 3.C% 6.7%
Consumer Produc 703,25 720,91! 2.2% 2.€%
Educatior 710,76t 683,07( 2.2% 2.4%
Chemicals 241,27: 251,05¢ 0.8% 0.S%
Hotels/Leisure 6,232 6,23: 0.C% 0.C%
North America Total (Cost: June 30, 2010, $15,4298;
December 31, 2009, $16,340,262) 17,875,65 16,856,78 57.% 60.2%
Europe
Healthcare 2,428,70: 1,953,06! 7.%% 7.C%
Manufacturing 2,054,70! 2,199,45 6.7% 7.%
Technology 1,259,76' 912,82¢ 4.1% 3.2%
Telecom 829,46 1,031,701 2.7% 3.7%
Retail 844,33! 219,08¢ 2.7% 0.8%
Media 406,85¢ 185,95 1.2% 0.7%
Recycling 192,04° 224,82. 0.6% 0.8%
Transportatior 90,35! 158,65! 0.3% 0.6%
Services 220,12: — 0.7% 0.C%
Consumer Produc 165,74+« — 0.5% 0.C%
Europe Total (Cost: June 30, 2010, $11,463,794;
December 31, 2009, $10,081,881) 8,492,10! 6,885,58: 27.5% 24.8%
Australia, Asia and Other Locations
Technology 2,626,84! 2,431,64 8.5% 8.6%
Consumer Produc 666,99¢ 653,63: 2.2% 2.2%
Media 453,70¢ 423,74. 1.5% 1.5%
Financial Service 266,95¢ 273,87t 0.%% 1.C%
Telecom 227,69¢ 248,51. 0.7% 0.S%
Manufacturing 117,24( 128,96! 0.4% 0.5%
Retail 72,074 — 0.2% 0.C%
Recycling 50,80( 48,10( 0.2% 0.2%
Australia, Asia and Other Locations, Total (Cost: dine 30,
2010, $3,363,505; December 31, 2009, $3,329,389) 4,482,32! 4,208,47. 14.€% 15.(%
Private Equity Investments, at Fair Value (Cost: June 30,
2010, $30,257,194; December 31, 2009, $29,751,532) $ 30,850,08 $ 27,950,84 100.(% 100.(%
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4. INVESTMENTS (Continued)

As of June 30, 2010, private equity investis which represented greater than 5% of thessetsof consolidated private equity funds
included: (i) Dollar General valued at $3,382,6@4;HCA Inc. valued at $2,533,443; and (iii) Alliae Boots valued at $2,176,377.

As of December 31, 2009, private equityestments which represented greater than 5% ofeghassets of consolidated private equity
funds included: (i) Dollar General valued at $3,2®; (i) 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) Legr&.A valued at $1,418,145.

The majority of the securities underlyingK's private equity investments represent equitysges. As of June 30, 2010 and
December 31, 2009, the aggregate amount of invessntieat were other than equity securities amouttté&3,230,042 and $2,814,030,
respectively.

Other Investments
The following table presents KKR's otherdatments at fair value:

Fair Value
June 30, 2010 December 31, 2009

Corporate Credit Investment

(@) $ 1,125,16! $ 877,83l
Equity Securities(b 58,03¢ 76,80¢
Other 81,65¢ 67,46¢

Total Other Investments
(Cost: June 30, 2010,
$1,217,423; December ¢
2009, $931,955 $ 1,264,85 % 1,022,10:

(@ Represents corporate high yield securities andslalassified as trading securities. Net unrealizading
gains (losses) relating to these investments aredunt$52,899 and $78,479 as of June 30, 2010 and
December 31, 2009, respectively.

(b) Net unrealized trading gains (losses) relatindhese investments amounted to $(2,540) and $10928 a
June 30, 2010 and December 31, 2009, respect
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5. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

The following tables summarize the valuatid KKR's investments and other financial instrutsemeasured and reported at fair value
by the fair value hierarchy levels described in&N®t'Summary of Significant Accounting Policies"aislune 30, 2010 and December 31,
20009.

Assets, at fair value:

June 30, 2010

Level | Level Il Level llI Total
Private Equity Investmen $ 6,559,77 $ 2,054,891 $ 22,235,40 $ 30,850,08
Other Investment 72,78¢ 748,63: 443,44( 1,264,85!
Total Investment 6,632,56: 2,803,52! 22,678,84 32,114,93

Unrealized Gains on Foreign
Exchange
Forward Contract — 311,87 — 311,87¢
Foreign Currency Optior — 8,25( — 8,25(
Total Asset: $ 6,632,56. $ 3,123,65 $ 22,678,84 $ 32,435,06
December 31, 2009

Level | Level Il Level IlI Total
Private Equity Investmen $ 6,476,84' $ 2,149,031 $ 19,324,996 $ 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 — 13,05t
Total Asset: $ 6,552,06! $ 3,016,89° $ 19,417,03 $ 28,985,99

Liabilities, at fair value:

June 30, 2010

Level | Level Il Level lll Total
Securities Sold, Not Yet Purchas $ 6429 $ 952 $ — $ 65,24:
Call Options 43 — — 43
Total Liabilities $ 6433 $ 952 $ — $ 65,28¢

December 31, 2009

Level | Level Il Level llI Total
Securities Sold, Not Yet Purchas $ 82,88t $ 86t $ — $ 83,75:
Unrealized Loss on Foreign Exchange Contr — 125,17: — 125,17:
Interest Rate Swa — 2,11¢ — 2,11¢
Call Options 80 — — 8C
Total Liabilities $ 82,96¢ $ 128,150 $ — $ 211,12
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5. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS (Continued)

The following table summarizes KKR's Lelleinvestments and other financial instrumentsvjuation methodology as of June 30,
2010:

June 30, 2010

Private Equity Other Total Level Il
Investments Investments Holdings

Third-Party Fund

Managers 0.C% 0.2% 0.2%
Public/Private

Company

Comparables ar

Discounted Cas

Flows 98.1% 1.€% 99.7%

Total 98.1% 1.€% 100.(%

The changes in private equity investments@her investments measured and reported atdhie for which KKR has used Level lli
inputs to determine fair value for the three axdnsonths ended June 30, 2010 and 2009 are as follow

Three Months Ended
June 30, 2010

Private Equity Other
Investments Investments
Balance, Beginning of Peric $ 20,789,58 $ 393,40!
Transfers Ir — —
Transfers Ou — —
Purchase 738,58 66,82(
Sales — (16,63€)
Net Realized Gains (Losse (121,71 4,45(
Net Unrealized Gains (Losse 828,94° (4,607%)
Balance, End of Peric $ 22,235,40 $ 443,44
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) rela
to Investments still held at
Reporting Datt $ 707,23 $ (1,089
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5. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS (Continued)

Three Months Ended
June 30, 2009

Private Equity Other
Investments Investments
Balance, Beginning of Peric $ 15,500,54 $ 150,82
Transfers Ir 500,50( —
Transfers Ou — —
Purchase 324,55¢ 1,81z
Sales — (87)
Net Realized Gains (Losse (428,577 2,26¢
Net Unrealized Gains (Losse 2,025,141 56,74
Balance, End of Peric $ 17,922,18 $ 211,56
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) rela
to Investments still held at
Reporting Datt $ 1,636,500 $ 16,96

Six Months Ended
June 30, 2010

Private Equity Other
Investments Investments
Balance, Beginning of Peric $ 19,324,996 $ 92,07
Transfers Ir — 182,57t
Transfers Ou — —
Purchase 1,749,36: 156,09¢
Sales (700,000 (20,22)
Net Realized Gains (Losse (122,879) 4,504
Net Unrealized Gains (Losse 1,983,96! 28,41(
Balance, End of Peric $ 22,235,40 $ 443,44
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) rela
to Investments still held at
Reporting Datt $ 1,826,080 $ 31,93
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5. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS (Continued)

The Transfers In noted in the table aboeepaincipally attributable to certain corporatghniyield securities and loans that experienced
an insignificant level of market activity duringetiperiod and thus were valued in the absence @fredisle inputs.

Six Months Ended
June 30, 2009

Private Equity Other
Investments Investments
Balance, Beginning of Peric $ 16,156,62 $ 162,85
Transfers Ir 500,50( —
Transfers Ou — —
Purchase 382,78t 16,41¢
Sales (200,401 (16,70
Net Realized Gains (Losse (468,507 (26,477
Net Unrealized Gains (Losse 1,551,16! 75,46¢
Balance, End of Peric $ 17,922,18 $ 211,56¢
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) rela
to Investments still held at
Reporting Datt $ 1,122,590 $  6,94(

Total realized and unrealized gains anddsesecorded for Level lll investments are repoitiedet Gains (Losses) from Investment
Activities in the accompanying statements of openst There were no significant transfers betweewvel | and Level Il during the three and
six months ended, June 30, 2010 or 2009.

The carrying amounts of cash and cash atpnts, restricted cash and cash equivalents,rdoedffiliates, accounts payable, accrued
expenses and other liabilities approximate faingalue to their shoterm maturities. KKR's debt obligations bear instia floating rates ai
therefore fair value approximates carrying value.

6. EARNINGS PER COMMON UNIT

Basic and diluted earnings per common amgtcalculated by dividing Net Income (Loss) Atiitdble to KKR & Co. L.P. by the total
weighted-average number of common units outstandiiming the period. For the three and six montltednJune 30, 2010, 478,105,194 of
KKR Holdings units have been excluded from the waliton of diluted earnings per common unit givlattthe exchange of these units w¢
proportionally increase KKR & Co. L.P.'s interestshe Group Partnerships and would have an ahtirde effect on earnings per common
unit as a result of certain tax benefits KKR & Cd?. is assumed to receive upon the exchange.
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6. EARNINGS PER COMMON UNIT (Continued)
For the three and six months ended Jun2(@), the basic and diluted earnings per commdnaane calculated as follows:

Basic and Diluted

Three Months Six Months
Ended Ended
June 30, 2010 June 30, 2010
Net Income (Loss) Attributable to KKR & Co. L. $ 29,907 $ 143,74:
Net Income Attributable to KKR & Co. L.P. Per Commudnit $ 0.1t $ 0.7C
Total Weighte-Average Common Units Outstandi 204,902,22 204,902,22

Prior to the Transactions, KKR's busineas wonducted through a large number of entiti¢e agich there was no single holding entity
but which were separately owned by its Predeceé3sarers. There was no single capital structure wploich to calculate historical earnings
per common unit information. Accordingly, earninge common unit information has not been presefmelistorical periods prior to the
Transactions.

7. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES

Other assets consist of the following:

June 30, December 31,
2010 2009

Unrealized Gains on Foreign
Exchange Forward Contracts $ 311,87¢ $ —

Interest Receivabl 70,05 54,97
Fixed Assets, net(t 48,67¢ 50,97:
Deferred Tax Assel 42,54t 24,61¢
Intangible Asset, net(( 29,99/ 31,88¢
Foreign Currency Options(i 8,25( 13,05¢
Prepaid Expense 7,85¢ 5,57:
Deferred Financing Cos 7,78¢ 10,95
Unsettled Investment Trades 5,191 7,738
Other Asset: 34,43( 23,28¢

$ 566,65¢ $ 223,05:

€)) Represents derivative financial instruments useddnage foreign exchange risk arising from certain
foreign denominated private equity investments.nSostruments are measured at fair value with ceang
in fair value recorded in Net Gains (Losses) frowelstment Activities in the accompanying statemehts
operations. The fair value of these instrumentsfd&ecember 31, 2009 was an unrealized loss of
$125,173 and was reported in Accounts Payable,ukctExpenses and Other Liabilities. See Note 3
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7. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES (Continued)

(b)

(©

(d)

(€)

Gains (Losses) from Investment Activities" for thet changes in fair value associated with these
instruments.

Net of accumulated depreciation and amortizatio$6®,865 and $60,170 as of June 30, 2010 and
December 31, 2009, respectively. Depreciation andriization expense totaled $3,762 and $2,26%e
three months ended June 30, 2010 and 2009, resglgcind $6,200 and $4,311 for the six months ended
June 30, 2010 and 2009, respectively.

Net of accumulated amortization of $7,893 and $% &9 of June 30, 2010 and December 31, 2009,
respectively. Amortization expense totaled $94 #tlierthree months ended June 30, 2010 and 2009 and
$1,894 for the six months ended June 30, 2010 aa6.2

Represents a hedging instrument used to managgri@echange risk. The instrument is measurediat fa
value with changes in fair value recorded in NeinGgLosses) from Investment Activities in the
accompanying statements of operations. See Ndi#eBGains (Losses) from Investment Activities" for
the net changes in fair value associated withitflsisument. The cost basis for this instrumenuaeJ30,
2010 and December 31, 2009 was $10,741.

Represents amounts due from third parties for imvests sold for which cash has not been received as
June 30, 201(

Accounts Payable, Accrued Expenses andrQihbilities consist of the following:

June 30, December 31,
2010 2009
Amounts Payable to Carry Pools $ 385,060 $ 200,91¢
Deferred Tax Liabilities 104,85! 67,24
Interest Payabl 71,72¢ 114,80°
Securities Sold, Not Yet Purchaset 65,24 83,75!
Accrued Compensation and Bene 59,64: 8,09/
Unsettled Investment Trades 53,52/ 14,14¢
Accounts Payable and Accrued
Expense! 37,46 87,02:
Deferred Revenu 3,47: 3,53¢
Unrealized Losses on Foreign
Exchange Forward Contractsi — 125,17:
Derivative Liabilities(e — 2,11t
Other Liabilities 28,17¢ 4,89/

$ 809,17¢ $ 711,70

(@)

Represents the amount of carried interest payatH&KR's principals, other professionals and sel&cte
other individuals with respect to KKR's active fgrahd
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7. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES (Continued)

(b)

(©

(d)

(€)

8. DEBT OBLIGATIONS

co-investment vehicles that provide for carrieeiiast. See Note 2 "Significant Accounting Policies—
Profit Sharing Plans".

Represents securities sold short, which are oldigaiof KKR to deliver a specified security at a
contracted price at a future point in time. Suatusiies are measured at fair value with changdaiin
value recorded in Net Gains (Losses) from Investmetivities in the accompanying statements of
operations. See Note 3 "Net Gains (Losses) fromadtmaent Activities" for the net changes in fairueal
associated with these instruments. The cost basthdse instruments at June 30, 2010 and DeceBdber
2009 was $67,802 and $76,628, respectively.

Represents amounts owed to third parties for imvest purchases for which cash settlement has not
occurred.

Represents derivative financial instruments useddnage foreign exchange risk arising from certain
foreign denominated private equity investments.nSostruments are measured at fair value with ceang
in fair value recorded in Net Gains (Losses) frowelstment Activities in the accompanying statemehts
operations. The fair value of these instrumentsfasine 30, 2010 was an unrealized gain of $311a8/89
was reported in Other Assets. See Note 3 "Net Gaisses) from Investment Activities" for the net
changes in fair value associated with these insnim

Represents derivative financial instruments useddonage interest rate risk arising from certaitsanc
liabilities. Such instruments are measured atvaiue with changes in fair value recorded in NeinGa
(Losses) from Investment Activities in the accompag statements of operations. As of June 30, 2010,
there were no such derivative financial instrumentistanding. See Note 3 "Net Gains (Losses) from
Investment Activities" for the net changes in fatue associated with these instrume

Debt obligations consist of the following:

June 30, December 31,
2010 2009
Investment Financing
Arrangement: $ 978,58{ $ 1,326,48
Revolving Credit Agreemen 314,05: 733,69

$ 1,292,63' $ 2,060,18!

Investment Financing Agreements:

Certain of KKR's private equity fund invesnt vehicles have entered into financing arrangegsn&ith major financial institutions in
connection with specific private equity investmentth the objective of enhancing returns. Thesarifizing arrangements are not direct
obligations of the general partners of KKR's prvatjuity funds or its management companies. Asioé B0, 2010, KKR had made
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8. DEBT OBLIGATIONS (Continued)

$1,887.1 million in these specific private equityéstments of which $978.6 million was funded ushese financing arrangements. Total
availability under these financing arrangementsamed to $979.4 million as of June 30, 2010.

Of the $978.6 million of financing, $796wllion was structured through the use of totaliretswaps which effectively convert third
party capital contributions into borrowings of KKBpon the occurrence of certain events, includimgweent based on the value of the
collateral and events of default, KKR may be reegiito provide additional collateral up to the amtdarrowed plus accrued interest, under
the terms of these financing arrangements. Theupeum rates of interest payable for the financiagge from three- month LIBOR plus
1.35% to three-month LIBOR plus 1.75% (rates ragdiom 1.7% to 2.1% as of June 30, 2010).

The remaining $182.2 million of financingsvstructured through the use of a syndicated &sira revolving credit facility (the "Term
Facility"). The per annum rate of interest for echrowing under the Term Facility was equal to Bdeomberg United States Dollar Interest
Rate Swap Ask Rate plus 1.75% at the time of eadoWing under the Term Facility through March 20,10. On March 11, 2010, the Term
Facility was amended and the per annum rate ofdstés the greater of the 5-Year interest ratepswge plus 1.75% or 4.65% for periods
from March 12, 2010 to June 7, 2012. For the pelimke 8, 2012 through maturity the interest ratmjigal to one year LIBOR plus 1.75%.
The interest rate at June 30, 2010 on the borranngstanding was 4.65%.

KKR Revolving Credit Agreements:
Corporate Credit Agreement

On February 26, 2008, KKR entered intoeditragreement with a major financial institutidime Corporate Credit Agreement provides
for revolving borrowings of up to $1.0 billion, vkia $50.0 million sublimit for swing-line notes aa®25.0 million sublimit for letters of
credit. The facility has a term of five years tkapires on February 26, 2013. As of June 30, 2638,0 million was outstanding under the
Corporate Credit Agreement and the interest rateuch borrowings was approximately 0.8%.

KCM Credit Agreement

On February 27, 2008, KKR Capital Markeatteeed into a revolving credit agreement with aanéipancial institution. The KCM Crec
Agreement, as amended, provides for revolving lwairrgs of up to $500 million with a $500 million dubit for letters of credit. The KCM
Credit Agreement has a maturity date of February2213. In March 2009, the KCM Credit Agreement waeended to reduce the amounts
available on revolving borrowings from $700 milliGm$500 million. As a result of this amendmeng tounterparty returned approximately
$1.6 million in financing costs. As of June 30, QDo borrowings were outstanding under the KCMdEragreement.

Principal Credit Agreement

In June 2007, the KPE Investment Partnprshtered into a five-year revolving credit agreatweith a syndicate of lenders. The
Principal Credit Agreement provides for up to $@2iillion of senior
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8. DEBT OBLIGATIONS (Continued)

secured credit subject to availability under a daing base determined by the value of certain itments pledged as collateral security for
obligations under the agreement. The borrowing asabject to certain investment concentrationtéitrons and the value of the investme
constituting the borrowing base is subject to ¢erd@vance rates based on type of investment. pteSder 2009, a wholly owned subsidiary
of KKR assumed $65.0 million of commitments on Brécipal Credit Agreement from one of the counagtips to the agreement, which has
effectively reduced KKR's availability under tharfeipal Credit Agreement to $860.0 million.

As of June 30, 2010, the interest ratebamowings under the Principal Credit Agreemengeahfrom 1.1% to 1.3%. As of June 30,
2010, KKR had $216.1 million of borrowings outstargd Foreign currency adjustments related to theseowings during the period are
recorded in Net Gains (Losses) from Investmentvitidis in the accompanying statements of operatiBes Note 3 "Net Gains (Losses) fr
Investment Activities" for foreign currency adjustins related to these borrowings.

June 30, December 31,
2010 2009
Notional borrowings under the KF
Credit Agreemen $ 227,54 $ 713,93
Foreign currency adjustmen
Less: Unrealized gain related to
borrowings denominated in
British pounds sterlini 11,497 5,23i
Total $ 216,05. $ 708,69

9. INCOME TAXES

Prior to the Transactions, KKR provided ew York City unincorporated business tax for aerentities based on a statutory rate of
4%. Following the Transactions, the KKR Group Parships and certain of their subsidiaries will come to be treated as partnerships for
U.S. federal income tax purposes and as corponditiees in non-U.S. jurisdictions. Accordingly, g#eentities in some cases continue to be
subject to the New York City unincorporated busins or non-U.S. income taxes. In addition, certdithe wholly owned subsidiaries of
KKR will be subject to federal, state and localpamate income taxes.

KKR's effective rate was 3.55% and 0.01%le three months ended June 30, 2010 and 20f}8sctively and 1.36% and 0.11% for
six months ended June 30, 2010 and 2009, resplctii€R's income tax provision was $31,283 and $i&he three months ended
June 30, 2010 and 2009 respectively and $44,73%8/6@0 for the six months ended June 30, 201®a0M, respectively.

The effective rate differs from the statytmate for the three and six months ended Jun@@D) and 2009, respectively, substantially
to the following: (a) certain corporate subsidiarége subject to federal, state, local and forgigome taxes as applicable and other
partnership subsidiaries are subject to New Yotl Ghincorporated business taxes, and (b) a podidhe compensation charges attribut:
to KKR are not deductible for tax purposes.

44




Table of Contents

KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
9. INCOME TAXES (Continued)

During the three month period ending Jube2®10, there were no material changes to thertaigdax positions. KKR believes that
there will not be a significant increase or decedasthe uncertain tax positions within 12 monththe reporting date.

10. EQUITY-BASED COMPENSATION

Upon completion of the Transactions, KKihpipals and certain operating consultants receguradts of KKR Holdings units which are
exchangeable for KKR Group Partnership units. KK&tdthgs owns 70%, or 478,105,194, of the outstam#iKR Group Partnership Units.
These grants were issued as part of our interoagjamization as well as to promote broad ownershigur firm among our personnel and
further align their interests with those of investdNe believe that grants to our principals anthi® operating consultants provide an
additional means for allowing us to incentivize,tivate and retain qualified professionals that Wélp us continue to grow our business over
the long term. These units are subject to minimetained ownership requirements and transfer réstig; and allow for the ability to
exchange into units of KKR on a one-for-one basis.

Except for any units that vested on the dditgrant, units are subject to service basedngestver a five-year period. The transfer
restriction period will last for a minimum of (ine year with respect to one-half of the interestting on any vesting date and (ii) two years
with respect to the other one-half of the intereststing on such vesting date. While providing sy 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 unitholders will be subject to thentsrof a norcompete agreement that may require the forfeiticeain vested and unves!
units should the terms of the noompete be violated. Holders of KKR Group Partnigréinits held through KKR Holdings are not entitle
participate in distributions made on KKR Group Barship Units until such units are vested.

All of the 478,105,194 KKR Holdings unitave been legally allocated, but the allocation®B31,684 of these units has not been
communicated to each respective principal. Thesumitose allocation has not been communicated &jectuio performance based vesting
conditions, which include profitability and otheémdlar criteria. These criteria are not sufficigngipecific to constitute performance conditi
for accounting purposes, and the achievementchirtteereof, will be determined based upon the ésemf judgment by the managing
members. Each principal will ultimately receivevbeén zero and 100% of the units initially allocat€de allocation of these units has not
been communicated to the award recipients as thésmanagement's decision on how to best incentilgizanployees. It is anticipated that
additional service based vesting conditions wilirnposed at the time the allocation is initiallynmmunicated to the respective employees.
KKR applied the guidance of ASC 718 and concludhed these KKR Holdings units do not yet meet thieiga for recognition of
compensation cost because neither the grant datbengervice inception date have occurred. Infieaica conclusion that the service
inception date has not occurred, KKR consideredh@Jfact that the vesting conditions are not sidfitly specific to constitute performance
conditions for accounting purposes, (b) the sigaift judgment that can be exercised by the managergbers in determining whether the
vesting conditions are ultimately achieved, andtfe)absence of communication to the principalsmyfinformation related to the number of
units they were initially allocated.
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The fair value of KKR Holdings units gradtis based on the closing price of KKR's commonsuoin date of grant for principal awards
and on the reporting date for operating consubarards. KKR determined this to be the best evidefdair value as a KKR unit is traded in
an active market and has an observable market gkagitionally, a KKR Holdings unit is an instrumenith terms and conditions similar to
those of a KKR unit. Specifically, units in both IRKHoldings and KKR represent ownership interestskiR Group Partnership Units and,
subject to the vesting and transfer restrictiofisremced above, each KKR Holdings unit is exchablgeiato a KKR Group Partnership Unit
on a one-for-one basis.

In conjunction with the Transactions, cerfarincipals and operating consultants contribuidethership interests in our historical
businesses in exchange for units in KKR Holdings.tke date of grant, the fair value of the totahevship interests contributed by the
principals and operating consultants as a wholeuswteal to approximately $4.34 billion. The valuelw# contributed interests was estimated
using an income approach based upon the preserg shforecasts of ongoing cash flows for the besén Management deemed an income
approach to be the most appropriate methodologyaltree differences in the underlying business &imentals among KKR's various
business lines, especially as it relates to carntest, and to a lesser extent the lack of puddta for companies comparable to KKR as a
whole. Assumptions utilized in the valuation anayeflect management's forecast for the busiresgyrical experience, current economic
conditions and long-term normalized expectatios thke into consideration estimated investmentmnst investment holding periods,
management fees, taxes and discount rates manageesened appropriate for the business.

The calculation of compensation expensanyf, was performed on a person by person basiwidinal grants at October 1, 2009, were
based on past performance and anticipated futuferpeance. These grants may have differed fronohistl ownership interests. To the
extent the fair value of an individual's vestedisinéceived exceeded an individual's contributederghip interests, additional expense was
recorded. For principals and operating consulteshitsse value of ownership interests contributed gvaater than the value of vested units
received, no additional expense was recorded. Cosapien expense is recognized for all unvested KRIings units received by an
individual over the vesting period.

KKR Principal Units —Units granted to principals give rise to periodimployee compensation charges in the statemepiseshtions
based on the grant-date fair value of the awarduRits vesting on the grant date, compensatior®es® is recognized on the date of grant
based on the fair value of a unit (determined ufiegatest available closing price of KKR's comnumits) on the grant date multiplied by
number of vested units. In conjunction with then&actions, certain principals received vested umiexcess of the fair value of their
contributed ownership interests in our historicadibesses. Accordingly, to the extent the fair @gkalculated as described above) of any
vested units received in the Transactions excetrgethir value of such principal's contributed metds, compensation expense was recorded
in the statements of operations.

Compensation expense on unvested unitdslated based on the fair value of a unit (deteech using the latest available closing price
of KKR's units) at the time of grant, which is geadly the closing price of the unit on the previalasy, discounted for the lack of participation
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10. EQUITY-BASED COMPENSATION (Continued)

rights in the expected distributions on unvesteitsuwhich ranges from 1% to 32%, multiplied by thember of unvested units on the grant
date. Additionally, the calculation of compensatépense on unvested units assumes a forfeitlefatp to 3% annually based upon
expected turnover by employee class. For the tlinéesix months ended June 30, 2010, KKR recordetbeasation expense of

$138.6 million and $321.0 million respectively ralation to equity based awards of KKR Group Pastni¢ Units held through KKR
Holdings to principals. As of June 30, 2010 theeswpproximately $687.0 million of estimated unggired compensation expense related
to unvested awards. That cost is expected to lgnéred over a weighted-average period of 1.7 yesiag the graded attribution method,
which treats each vesting portion as a separatedawa

Operating Consultant Units—Certain non-employee operating consultants prosatgices to KKR and certain of its portfolio
companies, payment for which is made in the formasth and KKR's equity. To the extent that thessaibants no longer provide services to
KKR, they are required to forfeit any unvested ggteceived. Units granted to operating consultaetcribed above give rise to periodic
general, administrative and other charges in thtestents of operations. For units vesting on thatglate, expense is recognized on the date
of grant based on the fair value of a unit (deteadiusing the closing price of KKR's units) on ginant date multiplied by the number of
vested units. In conjunction with the Transactiaestain operating consultants received vested umiexcess of the fair value of their
contributed ownership interests in our historicadibesses. Accordingly, to the extent the fair @gkalculated as described above) of any
vested units received in the Transactions excetrgethir value of such operating consultant's ¢bated interests, general, administrative
and other expense was recorded in the statemeofseddtions.

General, administrative and other expeasegnized on unvested units is calculated basedeofair value of a unit (determined using
the latest available closing price of KKR's unitdich is generally the closing price of the unittbe previous day) on each reporting date
subsequently adjusted for the actual fair valuthefaward at each vesting date. Accordingly, thasuaeed value of these units will not be
finalized until each vesting date. Additionallyetbalculation of the general administrative andtotxpense assumes a forfeiture rate of up to
3% annually based upon expected turnover by clagpayating consultant. For the three and six meetided June 30, 2010, KKR recorded
general, administrative and other expense of $7llBmand $45.2 million respectively in relatioa equity based awards of KKR Group
Partnership Units held through KKR Holdings to @iirg consultants. As of June 30, 2010, there ywasoximately $91.0 million of
estimated unrecognized general, administrativecdinelr expense related to unvested awards basdtbdotal fair value of the unvested units
on that date. Future general, administrative ahdratharges are expected to be recognized oveighted-average period of 1.7 years, using
the graded attribution method, which treats eachivg portion as a separate award.

KKR has historically had low attrition angpits principals and operating consultants andutstntial attrition among its most senior
executives, the Senior Principals, on an annuasbBased on this history, which KKR expects totouore for the foreseeable future, KKR
estimated a turnover rate of up to 3% annually th@seexpected turnover by employee class. KKR péliodically assess this forfeiture
estimate as actual experience is observed and atjlsstments to compensation and general, admitivsrand other expense as deemed
necessary.
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A summary of the status of KKR's equitydzhawards granted to KKR principals and operatorgsaltants from January 1, 2010
through June 30, 2010 are presented below:

KKR Principals Operating Consultants
Weighted Average Weighted Average
Grant Date Fair Grant Date Fair
Unvested Units Units Value Units Value
Balance, January 1, 20. 149,574,39 $ 7.87 18,298,20 $ 7.92
Granted 1,444,301 $ 8.6¢ 845,000 $ 8.4¢€
Vested (6,477,36) $ 9.2¢  (1,006,10) $ 9.2¢
Forfeited (2,541,57) $ 8.1z (1,756,91) $ 8.0z
Balance, June 30, 20: 141,999,76 $ 8.0t 16,380,18 $ 8.11
Operating
Principal Consultant
Awards Awards

Weighted average remaining vesting
period (in years) over which unvest
units are expected to ve 2.1 2.C

The following table summarizes the vestiragches for principals and operating consultants:

Operating

Vesting Date Principal Units Consultant Units
October 1, 201! 32,476,49 3,845,71
April 1, 2011 3,373,01 886,28
October 1, 201 26,972,14 2,951,57
April 1, 2012 164,21 25,03:
October 1, 201. 26,413,64 2,882,20!
April 1, 2013 5,501 15,00(
October 1, 201. 26,297,37 2,872,18
April 1, 2014 — 15,00(
October 1, 201. 26,297,37 2,872,18
April 1, 2015 — 15,00(

141,999,76 16,380,18

Restricted Equity Units—Upon completion of the Transactions, grants ofrigted equity units based on KKR Group Partnershigts
held by KKR Holdings were made to professionalppsut staff, and other personnel. These will bel&thby KKR Holdings and will not
dilute KKR's interests in the KKR Group Partnershiphe vesting of these equity units occurs iraisients over three to five years from the
date of grant and was contingent on, among otliegshKKR's units becoming listed and traded onNNe&E or another U.S. exchange. On
July 15, 2010, KKR & Co. L.P. completed its listing the NYSE. This event satisfied the contingethescribed above and accordingly, K
recorded compensation expense of $34.0 milliongameral, administrative and
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10. EQUITY-BASED COMPENSATION (Continued)

other expense of $17.1 million in relation to thaserds. This reflects the cumulative vesting efhits from the grant date to June 30, 2

As of June 30, 2010, there was approxing&@26.9 million of estimated unrecognized expersdated to unvested awards. That cost is
expected to be recognized over a weighted averagedpof 1.2 years, using the graded attributiothme, which treats each vesting portion
as a separate award.

A summary of the status of KKR's restricteglity awards granted to KKR professionals, supgtaiff, and other personnel from
January 1, 2010 through June 30, 2010 are presbated:

Weighted Average
Grant Date Fair

Unvested Units Units Value
Balance, January 1, 20: 8,559,67! $ 9.3t
New Grants 203,900 $ 11.0¢
Vested (1,922,57) $ 9.3t
Forfeitures (214,78) $ 9.3t
6,626,22. $ 9.41

Discretionary Compensation and Discretionar Allocations —Certain KKR principals who hold KKR Group Partr@sUnits
through KKR Holdings units are expected to be ated, on a discretionary basis, distributions orRK&roup Partnership units received by
KKR Holdings. These discretionary amounts, whiah expected to be determined each annual periatieght principal to receive amounts
in excess of their vested equity interests. Becansested units do not have distribution partiggratights, any amounts allocated in excess
of a principal's vested equity interests are rédleé@s employee compensation and benefits exp&hese compensation charges have been
recorded based on the estimates of amounts expiechedpaid. Compensation charges relating todisisretionary allocation amounted to
$29.2 million and $61.6 million for the three arxl months ended June 30, 2010 respectively.
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Due from and to Affiliates consists of:

June 30, 2010 December 31, 2009

Due from Principals(s $ 55,937 $ 77,07¢

Due from Portfolio Compani 35,36¢ 18,061

Due from Related Entitie 20,99: 20,77¢
Due from Unconsolidated

Funds 21,07 8,06¢

$ 133,36t $ 123,98t

June 30, 2010 December 31, 2009
Due to KKR Holdings, L.P.(k $ — 3 87,74:
Due to Unconsolidated Fun 3,76¢ —

$ 3,76¢ $ 87,74:

(@ Represents an amount due from KKR principals feraimount 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 theriBactions, such amount was reflected as a capital
deficit within partners' capital given the KKR pripals held controlling and economic interestshim t
historical KKR. See Note 13 "Commitments and Cageincies".

(b)  Prior to the Transactions, KKR made an in-kindrdisition of certain receivables of our management
companies to KKR Holdings. These receivables represi amounts owed by our consolidated KKR
Funds to our management companies. Subsequerd thisthibution of these receivables, the amounts
owed by the KKR Funds are payable to KKR Holdingd as such are no longer payable to a consolic
entity. Accordingly, the payable that existed at®mber 31, 2009 at the KKR Funds is reflected ie i
Affiliates. In periods prior to the Transactionach amounts were eliminated in consolidation. This
amount was paid to KKR Holdings in January 2(

KKR Financial Holdings LLC ("KFN")

KFN is a publicly traded specialty finarmampany whose limited liability company interests listed on the New York Stock Exchange
under the symbol "KFN." KFN is managed by KKR kaihot under the common control of the Senior Ppigisi or otherwise consolidated by
KKR as control is maintained by third- party invast KFN was organized in August 2004 and compléteititial public offering on
June 24, 2005. As of June 30, 2010 and Decembe&08B, KFN had consolidated assets of $8.1 bikind $10.3 billion, respectively, and
shareholders' equity of $1.3 hillion and $1.2 biili respectively. Shares of KFN held by KKR arecarted for as trading securities (see
Note 2, "Summary of Significant Accounting Poli—Management fees received from consolidated andnsatidated funds") and
represented less than 1% of KFN's outstanding steref June 30, 2010 and December 31, 2009. If ki§Fe to exercise all of its
outstanding vested options, KKR's ownership intare&KFN would be less than 1% of KFN's outstandshgres as of June 30, 2010 and
December 31, 2009.
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11. RELATED PARTY TRANSACTIONS (Continued)
Discretionary Investment

Certain of KKR's investment professionais|uding its principals and other qualifying emydes, are permitted to invest, and have
invested, their own capital in side-by-side investits with its private equity funds. Side-by-sidegstments are investments in Portfolio
Companies that are made on the same terms andioosdis those acquired by the applicable fundegixthat the side-by-side investments
are not subject to management fees or a carriecestt The cash invested by these individuals agged $16.2 million and $11.5 million for
the three months ended June 30, 2010 and 200%atesgly and $35.6 and $11.8 million for the sixnttes ended June 30, 2010 and 2009,
respectively. These investments are not includedéraccompanying financial statements.

Aircraft and Other Service:

Certain of the Senior Principals own aiftcthat KKR uses for business purposes in the angicourse of its operations. These Senior
Principals paid for the purchase of these airawitfi 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 airc
of the same type. KKR incurred $0.1 million and3s@hillion for the use of these aircraft for theegarmonths ended June 30, 2010 and 2009,
respectively, and $2.2 million and $4.5 million fbe six months ended June 30, 2010 and 2009, ctapy.

Facilities

Certain of the Senior Principals are padiie a real-estate based partnership that masgairownership interest in KKR's Menlo Park
location. Payments made to this partnership wer@ $illion and $1.4 million for the three monthsded June 30, 2010 and 2009,
respectively and $3.2 million and $2.7 million foe six months ended June 30, 2010 and 2009, rasggc

12. SEGMENT REPORTING

KKR operates through three reportable lrsgrsegments. These segments, which are diffaszhpamarily by their investment focuses
and strategies, consist of the following:

Private Markets

KKR's Private Markets segment is comprigkits global private equity business, which marsagied sponsors a group of investment
funds and vehicles that invest capital for longrteppreciation, either through controlling ownepsbi a company or strategic minority
positions.

Public Markets

KKR's Public Markets segment is comprisachprily of its fixed income businesses which mamagpital in liquid credit strategies,
such as leveraged loans and high yield bonds,essdiquid credit products such as mezzanine debtapital solutions investments. KKR's
capital solutions effort focuses on special sitraiinvesting, including rescue financing, disteesmvesting, debtor-in-possession financing
and exit financing.

KKR executes these investment strategieaitih a specialty finance company and a numbenastment funds, structured finance
vehicles and separately managed accounts.
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Capital Markets and Principal Activities

KKR's Capital Markets and Principal Actigg segment combines the assets KKR acquired i@ dhgbination Transaction with its
global capital markets business. We have includedassets and liabilities acquired from KPE in @apital Markets and Principal Activities
segment in order to separate the reporting of aocipal investment activities from the reportingonir third party investment management
activities. KKR's capital markets services incladeanging debt and equity financing for transadjgiacing and underwriting securities
offerings, structuring new investment products praliding capital markets services.

Key Performance Measure

Fee Related Earnings ("FRE") and Econon@tINcome ("ENI") are key performance measures byadanagement. These measures
are used by management in making resource depldyaneroperating decisions as well as assessingvérall performance of each of KKI
business segments.

FRE

FRE is comprised of segment operating regenless segment operating expenses. The comp@fdfiRE on a segment basis differ
from the equivalent GAAP amounts on a consolidéizsls as a result of: (i) the inclusion of managenfees earned from consolidated funds
that were eliminated in consolidation; (ii) the kwsion of expenses of consolidated funds; (iii) éixelusion of charges relating to the
amortization of intangible assets; (iv) the exaumsdf charges relating to carry pool allocationd;tbie exclusion of non-cash equity charges
and other non-cash compensation charges; (vi)Xtlesion of certain reimbursable expenses and ffwd)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 managereenrefunds; 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 mefd to in FRE above; (ii) the exclusion of
investment income relating to noncontrolling intgse and (iii) the exclusion of income taxes.

KKR's reportable segments are presented farigiving effect to the allocation of incomedq#) between KKR and KKR Holdings and as
such represents KKR's business in total. KKR'scalbdde portion of FRE and ENI would be calculate@jgsroximately 30% of the amounts
presented less applicable income taxes. In cororewtith the Transactions, KKR changed the formatso§egment financial information in
order to: (i) properly reflect the economic arramgats resulting from the Transactions, and (iiivjate more detail regarding fees and
investment income. KKR has adjusted its segmeanfiral information for the three and six monthseshdune 30, 2009 to reflect these
changes, where applicable. None of these changescied economic net income.

52




Table of Contents

KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
12. SEGMENT REPORTING (Continued)

The following table presents the finandata for KKR's reportable segments as of and ®tlihee months ended June 30, 2010:

As of and For the
Three Months Ended June 30, 2010

Capital Markets Total
and Principal Reportable
Private Markets Public Markets Activities Segments
Fees
Management and incentive fe:
Management fee $ 97,04¢ $ 13,62! $ — $ 110,66¢
Incentive fee: — 8,35( — 8,35(
Management and incentive
fees 97,04¢ 21,97 — 119,01¢
Monitoring and transaction fee
Monitoring fees 20,51 — — 20,51
Transaction fee 20,12¢ 2,33( 14,98: 37,44:
Fee Credits(1 (13,877 (1,40€) — (15,279
Net monitoring anc
transaction fee 26,76¢ 924 14,98: 42,67¢
Total fees 123,81« 22,89' 14,98 161,69:
Expense!
Employee compensation and
benefits 38,46: 7,472 3,494 49,43:
Other Operating Expen: 43,237 3,67: 2,017 48,92°
Total expense 81,70( 11,14° 5,511 98,35¢
Fee related earning 42,11« 11,75( 9,472 63,33¢
Investment income (los:
Gross carried intere 228,41 1,081 — 229,49:
Less: allocation to KKR carry
pool(2) (95,59 (432) — (96,029
Less: management fee refun
3) (17,907 — — (17,907
Net carried interes 114,90¢ 64¢ — 115,55¢
Other investment income (los (1,462 (12€) 256,61¢ 255,03:
Total investment income
(loss) 113,44° 522 256,61 370,58¢
Income (loss) before
noncontrolling interests in
income of consolidated entiti 155,56: 12,27: 266,09: 433,92!
Income (loss) attributable to
noncontrolling interests(¢ 43€ 11C 32¢ 874
Economic net income (los $ 155,12! $ 12,16: $ 265,76. $ 433,05:
Total Asset: $ 643,87: $ 70,78: $ 4,81591' $5,530,57
Total Partners' Capiti $ 521,32° $ 58,99( $ 4,451,02! $5,031,34

@ KKR's agreements with the limited partners of dartd its investment funds require KKR to sharehagtich limited
partners a portion of any monitoring and transactees received from portfoli

53






Table of Contents

KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
12. SEGMENT REPORTING (Continued)

companies and allocable to their funds ("Fee CsBdiEee Credits exclude fees that are not ataitidatto a fund's
interest in a portfolio company and generally antdar80% of monitoring and transaction fees alldedb the fund
after related expenses are recovered.

(2)  With respect to KKR's active and future investnifainds and co-investment vehicles that provide &oried interest,
KKR will allocate to its principals, other profegnsils 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 KkdRund up to 20% of any cash management fees e&noradimited
partners in the event that the funds recognizergedsinterest. At such time as the fund recogni&earried interest in i
amount sufficient to cover 20% of the managemest fmarned or a portion thereof, carried interesidsiced, not to
exceed 20% of management fees earned.

(€] Represents economic interests that will (i) alledata former principal an aggregate of 1% of psadihd losses of
KKR's management companies until a future date(i@nallocate to a third party investor an aggregat 2% of the
equity in KKR's capital markets business.

The following table reconciles KKR's total repofbegments to the financial statements as of antthé three months
ended June 30, 201

As of and For the
Three Months Ended June 30, 2010
Total
Reportable

Segments Adjustments Consolidated
Fees(a $ 161,69: $ (74,629 $ 87,07(
Expenses(b $ 98,35¢ $ 332,22t $ 430,58t
Investment income (loss)( $ 370,58¢ $ 854,37( $ 1,224,95!
Income (loss) before tax $ 433,92 $ 44751t $ 881,44
Income (loss) attributable to
noncontrolling interest $ 874 $ 67594: $ 676,81t
Income (loss) attributable to KKR
Holdings $ — $ 14343 $ 14343
Total assets(c $5,530,57! $28,286,36 $ 33,816,93
Total Partners' Capital( $5,031,34! $26,680,00 $31,711,35

(@)  The fees adjustment primarily represents (i) thmiahtion of management fees of $95,564, (ii) fesdits of
$14,434 upon consolidation of the KKR Funds, angdigross up of reimbursable expenses of $6,506.

(b)  The expenses adjustment primarily representséijrtblusion of non-cash equity based payments which
amounted to $227,083, (ii) allocations to the caogl of $96,029, (iii) a gross up of reimbursadpenses of
$6,506, (iv) operating expenses of $1,243 primaiigociated with the inclusion of operating expsng®n
consolidation of the KKR Funds and (v) other adjpests of $1,367.

(c) The investment income (loss) adjustment primaslyresents (i) the inclusion of investment incom&6£0,434

attributable to noncontrolling interests upon cdiasdion of the KKR Funds, (ii) allocations to tharry pool of
$96,029, and (iii) a reduction for management &farrds of $17,907
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(d) Substantially all of the total assets adjustmeptagents the inclusion of private equity and otheestments that
are attributable to noncontrolling interests uponsolidation of the KKR Funds.

(e) Substantially all of the total partners' capitguatiment represents the inclusion of private eqaitgt other
investments that are attributable to noncontrollittgrests upon consolidation of the KKR Fur

The reconciliation of economic net incorus$) to net income (loss) attributable to KKR egarted in the statements of operations
consists of the following:

Three Months Ended
June 30, 2010

Economic net income (los $ 433,05:
Income taxe: (31,287
Amortization of intangibles and other, r (1,34))
Non-cash equity based charg (227,08
Allocation to noncontrolling interests helc

by KKR Holdings (143,43)
Net income attributable to KKR & Co. L.F $ 29,907
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The following table presents the finandata for KKR's reportable segments as of and ®tlihee months ended June 30, 2009:

As of and For the
Three Months Ended June 30, 2009

Capital Markets Total
and Principal Reportable
Private Markets Public Markets Activities Segments
Fees
Management and incentive fe
Management fee $ 106,45. $ 11,977 $ — $ 118,42¢
Incentive fee: — — — —
Management and incentive
fees 106,45: 11,977 — 118,42¢
Monitoring and transaction fee
Monitoring fees 20,95¢ — — 20,95¢
Transaction fee 10,40( — 3,97¢ 14,37¢
Fee Credits(1 (8,799 — — (8,799
Net monitoring and transacti
fees 22,56( — 3,97¢ 26,53¢
Total fees 129,01: 11,977 3,97¢ 144,96:
Expense!
Employee compensation and
benefits 34,59( 5,89¢ 2,443 42,93
Other operating expens 35,37¢ 4,60z 1,50¢ 41,48:
Total expense 69,96¢ 10,49¢ 3,952 84,41¢
Fee related earning 59,04¢ 1,47¢ 24 60,54¢
Investment income (los:
Gross carried intere 263,65( — — 263,65(
Less: allocation to KKR carry
pool(2) (4,86%) — — (4,86%)
Less: management fee refunc
3) — — — —
Net carried interes 258,78! — — 258,78!
Other investment income (los 50,00¢ (1,41 (965) 47,63:
Total investment income (los 308,79: (1,41)) (965) 306,41
Income (loss) before
noncontrolling interests in
income of consolidated entiti 367,84( 67 (941) 366,96t
Income (loss) attributable to
noncontrolling interests(« — — 34 34
Economic net income (loss)( $ 367,84( $ 67 $ (975) $ 366,93.
Total Asset: $ 694,30( $ 54,14¢ $ 26,12¢ $ 774,57
Total Partners' Capiti $ 360,12. $ 47,11F % (1,210 $ 406,02t

(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 from portfoli
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companies and allocable to their funds ("Fee CsBdiEee Credits exclude fees that are not ataitidatto a fund's
interest in a portfolio company and generally antdar80% of monitoring and transaction fees alldedb the fund
after related expenses are recovered.

(2)  With respect to KKR's active and future investnifainds and co-investment vehicles that provide &oried interest,
KKR will allocate to its principals, other profegnsils 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 KkdRund up to 20% of any cash management fees e&noradimited
partners in the event that the funds recognizergedsinterest. At such time as the fund recogni&earried interest in i
amount sufficient to cover 20% of the managemest fmarned or a portion thereof, carried interesidsiced, not to
exceed 20% of management fees earned. In periodevitivestment returns subsequently decreaseronégative,
recognized carried interest will be reduced ancbimjunction the amount of the management fee refumuald be
reduced resulting in income being recognized duttiegperiod.

(4) Represents economic interests that will allocate ttuird party investor an aggregate of 2% of tipgity in KKR's capite
markets business.

(5) Represents three months of economic net incoms)(@svhich 100% was allocable to KKR.

The following table reconciles KKR's total repofabegments to the consolidated financial statesresof and for the
three months ended June 30, 2(

As of and For the
Three Months Ended June 30, 2009
Total

Reportable

Segments Adjustments Consolidated
Fees(a $ 14496: $ (93,48) $ 51,48:
Expenses(b $ 84,41¢ $ 13,30¢ $ 97,72
Investment income (loss)( $ 306,41¢ $ 2,001,19: $ 2,307,61
Income (loss) before tax $ 366,96¢ $ 1,894,40. $ 2,261,37

Income (loss) attributable to

noncontrolling interest $ 34 $ 1,895,35 $ 1,895,38!
Income (loss) attributable to KKR

Holdings $ — — $ —
Total assets(c $ 774,57( $23,840,84 $24,615,41
Total Partners' Capital(: $ 406,02¢ $21,380,89 $21,786,92

(@)  The fees adjustment primarily represents (i) thmiahtion of management fees of $104,927, (ii)dexdits of
$8,794 upon consolidation of the KKR Funds, anyl diigross up of reimbursable expenses of $2,651.

(b)  The expenses adjustment consists of (i) a grosd tggmbursable expenses in the consolidated fimanesults

of $2,651, (ii) inclusion of $3,322 of other opéngtexpenses primarily relating to the consolidaid the KKR
Funds, (iii) allocations to the carry pool of $458&nd (iv) other adjustments of $2,4

57




Table of Contents

KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
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(c) The investment income (loss) adjustment primaglyresents the inclusion of investment income 4,327
attributable to noncontrolling interests upon cdiasdion of the KKR Funds and allocations to therggool of
$4,865.

(d) Substantially all of the total assets adjustmeptagents the inclusion of private equity and otheestments that
are attributable to noncontrolling interests uponsolidation of the KKR Funds.

(e) Substantially all of the total partners' capitglatiment represents the inclusion of private eqaitgt other
investments that are attributable to noncontrollittgrests upon consolidation of the KKR Fur

The reconciliation of economic net incorusg$) to net income (loss) attributable to KKR ggarted in the statements of operations
consists of the following:

Three Months Ended
June 30, 2009

Economic net income (los $ 366,93.
Income taxe: (159
Amortization of intangible: (947)
Net income attributable to KKR & Co. L.F $ 365,82t
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The following table presents the finandata for KKR's reportable segments as of and #®istk months ended June 30, 2010:

As of and For the
Six Months Ended June 30, 2010

Capital Markets Total
and Principal Reportable
Private Markets Public Markets Activities Segments
Fees
Management and incentive fe:
Management fee $ 195,20¢ $ 26,49: $ — $ 221,69¢
Incentive fee: — 20,85( — 20,85(
Management and incentive
fees 195,20¢ 47,34 — 242,54¢
Monitoring and transaction fee
Monitoring fees 43,04+ — — 43,044
Transaction fee 45,24; 8,15: 39,58( 92,97¢
Fee Credits(1 (23,949 (5,59€) — (29,545
Net monitoring anc
transaction fee 64,33" 2,557 39,58( 106,47-
Total fees 259,54: 49,89¢ 39,58( 349,02:
Expense:
Employee compensation and
benefits 79,30: 14,61¢ 7,764 101,68:
Other Operating Expen: 81,90¢ 7,83¢ 3,861 93,61:
Total expense 161,21. 22,45¢ 11,63: 195,29°
Fee related earning 98,33: 27,44* 27,94¢ 153,72!
Investment income (los:
Gross carried intere 551,25! 1,452 — 552,70!
Less: allocation to KKR carry
pool(2) (194,83() (581) — (195,41))
Less: management fee refun
3) (101,64 — — (101,64
Net carried interes 254,77¢ 871 — 255,64°
Other investment income (los (4,05¢) 382 703,40° 699,73:
Total investment income
(loss) 250,72( 1,25 703,40° 955,38
Income (loss) before
noncontrolling interests in
income of consolidated entiti 349,05: 28,69¢ 731,35¢ 1,109,10!
Income (loss) attributable to
noncontrolling interests(¢ 18€ 25E 80¢ 1,25(C
Economic net income (los $ 348,86! $ 28,44 $ 730,54 $1,107,85!
Total Asset: $ 643,87: $ 70,78: $ 4,81591' $5,530,57
Total Partners' Capiti $ 521,32° $ 58,99( $ 4,451,02! $5,031,34

@ KKR's agreements with the limited partners of dartd its investment funds require KKR to sharehagtich limited
partners a portion of any monitoring and transactees received from portfoli

59






Table of Contents

KKR & CO. L.P.

NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)

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

12. SEGMENT REPORTING (Continued)

()

(3)

(4)

companies and allocable to their funds ("Fee CsBdiEee Credits exclude fees that are not ataitidatto a fund's
interest in a portfolio company and generally antdar80% of monitoring and transaction fees alldedb the fund
after related expenses are recovered.

With respect to KKR's active and future investmiends and co-investment vehicles that provide &oried interest,
KKR will allocate to its principals, other profegnsils and selected other individuals who work gsthoperations a
portion of the carried interest earned in relatmthese funds as part of its carry pool.

Certain of KKR's investment funds require that KkRund up to 20% of any cash management fees e&oradimited
partners in the event that the funds recognizergedsinterest. At such time as the fund recogni&earried interest in i
amount sufficient to cover 20% of the managemest fmarned or a portion thereof, carried interesidsiced, not to
exceed 20% of management fees earned.

Represents economic interests that will (i) alledata former principal an aggregate of 1% of psadihd losses of
KKR's management companies until a future date(i@nallocate to a third party investor an aggregat 2% of the
equity in KKR's capital markets busine

The following table reconciles KKR's total repoftabegments to the financial statements as of antthé six months ended June 30,

2010:

As of and For the
Six Months Ended June 30, 2010
Total

Reportable
Segments Adjustments Consolidated
Fees(a $ 349,02. $ (15592) $ 193,10
Expenses(b $ 19529° $ 698,59 $ 893,89
Investment income (loss)( $ 95538( $ 3,033,51! $ 3,988,89
Income (loss) before tax $1,109,10! $ 2,178,99 $ 3,288,10:
Income (loss) attributable to
noncontrolling interest $ 125( $ 2,662,691 $ 2,663,94
Income (loss) attributable to KKR
Holdings $ — $ 43567¢ $ 435,67
Total assets(c $5,530,57! $28,286,36 $ 33,816,93
Total Partners' Capital(: $5,031,34! $26,680,00 $31,711,35

(@)  The fees adjustment primarily represents (i) thmiahtion of management fees of $190,192, (ii)dexdits of
$24,673 upon consolidation of the KKR Funds, angdigross up of reimbursable expenses of $9,598.

(b)  The expenses adjustment primarily representséijrtblusion of non-cash equity based payments which
amounted to $479,842, (ii) allocations to the caogl of $195,411, (iii) a gross up of reimbursag@enses of
$9,598 (iv) operating expenses of $7,278 primasgociated with the inclusion of operating expeunpes
consolidation of the KKR Funds and (v) other adjpestts of $6,468.

(c) The investment income (loss) adjustment primaglyresents (i) the inclusion of investment income of

$2,736,457 attributable to noncontrolling interagten consolidation of the KKR Funds, (ii) allocats to the
carry pool of $195,411, and (iii) a reduction foamagement fee refunds of $101,6
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(d) Substantially all of the total assets adjustmeptagents the inclusion of private equity and otheestments that
are attributable to noncontrolling interests uponsolidation of the KKR Funds.

(e) Substantially all of the total partners' capitguatiment represents the inclusion of private eqaitgt other
investments that are attributable to noncontrollittgrests upon consolidation of the KKR Fur

The reconciliation of economic net incorus$) to net income (loss) attributable to KKR egarted in the statements of operations
consists of the following

Six Months Ended
June 30, 2010

Economic net income (los $ 1,107,85!
Income taxe: (44,735
Amortization of intangibles and other, r (3,857%)
Non-cash equity based charg (479,84
Allocation to noncontrolling interests held k

KKR Holdings (435,67¢)
Net income attributable to KKR & Co. L.F  § 143,74
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The following table presents the finandata for KKR's reportable segments as of and #®istk months ended June 30, 2009:

As of and For the
Six Months Ended June 30, 2009

Capital Markets Total
and Principal Reportable
Private Markets Public Markets Activities Segments
Fees
Management and incentive fe
Management fee $ 210,25! $ 24,04 $ — $ 234,29t
Incentive fee: — — —
Management and incentive
fees 210,25: 24,04t — 234,29t
Monitoring and transaction fee
Monitoring fees 42,91 — — 42,91
Transaction fee 10,40( — 4,167 14,56"
Fee Credits(1 (10,516 — — (10,516
Net monitoring and transacti
fees 42,79¢ — 4,167 46,96¢
Total fees 253,05: 24,04t 4,167 281,26:
Expense:
Employee compensation and
benefits 70,98¢ 11,51¢ 4,69¢ 87,201
Other operating expens 74,80¢ 10,72« 2,59¢ 88,12¢
Total expense 145,79 22,24 7,29 175,33:
Fee related earning 107,25 1,80z (3,127  105,93:
Investment income (los:
Gross carried intere 194,52! — — 194,52!
Less: allocation to KKR carry
pool(2) (5,877) — — (5,877)
Less: management fee refunc
3) — — — —
Net carried interes 188,65« — — 188,65«
Other investment income (los 24,53¢ (2,077 (2,282 20,18¢
Total investment income (los 213,19: (2,07)) (2,282)  208,84(
Income (loss) before
noncontrolling interests in
income of consolidated entiti 320,45( (269) (5,409  314,77.
Income (loss) attributable to
noncontrolling interests(« — — (55) (55)
Economic net income (loss)( $ 320,45( % (269 $ (5,359 $ 314,82
Total Asset: $ 694,30( $ 54,14¢ $ 26,12¢ $ 774,57
Total Partners' Capiti $ 360,12. $ 47,11F % (1,210 $ 406,02t

(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 transactées received from portfolio companies and albée#o their funds
("Fee Credits"). Fee Credits exclude fees thahatattributable to a fund's intere
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in a portfolio company and generally amount to 8&f%monitoring and transaction fees allocable tofthel after relate:
expenses are recovered.

(2)  With respect to KKR's active and future investnifeinds and co-investment vehicles that provide &oried interest,
KKR will allocate to its principals, other profegsils and selected other individuals who work gsthoperations a
portion of the carried interest earned in relatiothese funds as part of its carry pool.

) Certain of KKR's investment funds require that Kkdund up to 20% of any cash management fees e&oradimited
partners in the event that the funds recognizergedsinterest. At such time as the fund recogni&earried interest in i
amount sufficient to cover 20% of the managemest fmarned or a portion thereof, carried interesidsiced, not to
exceed 20% of management fees earned. In periodevitivestment returns subsequently decreaseronégative,
recognized carried interest will be reduced ancbimunction the amount of the management fee refumad be
reduced resulting in income being recognized duttiegperiod.

(€] Represents economic interests that will allocate ttuird party investor an aggregate of 2% of tipgity in KKR's capite
markets business.

(5) Represents six months of economic net income (lafsshich 100% was allocable to KKR.

The following table reconciles KKR's total repottabegments to the consolidated financial statesresbf and for the
six months ended June 30, 20

As of and For the
Six Months Ended June 30, 2009

Total

Reportable

Segments Adjustments Consolidated
Fees(a 281,260 $ (190,71) $ 90,55:
Expenses(b 175,33. $ 27,14¢ $ 202,48

208,84( $ 1,383,42! $ 1,592,26!
314,77. $ 1,165,56' $ 1,480,33

$
$
Investment income (loss)( $
Income (loss) before tax $
Income (loss) attributable to
noncontrolling interest $ (55) $ 1,167,45¢ $ 1,167,40.
Income (loss) attributable to KKR
Holdings $
Total assets(c $
Total Partners' Capital(: $

— 3 — 3 —
774,570 $23,840,84 $ 24,6154
406,02¢ $21,380,89 $21,786,92

(@  The fees adjustment primarily represents (i) thmiahtion of management fees of $207,442, (ii)dexdits of
$10,516 upon consolidation of the KKR Funds, aigdigross up of reimbursable expenses of $6,215.

(b)  The expenses adjustment consists of (i) a gross tgimbursable expenses in the consolidated fimhnesults
of $6,215, (ii) inclusion of $11,145 of other optamg expenses primarily relating to the consolidlatf the KKR
Funds, (iii) allocations to the carry pool of $5183nd (iv) other adjustments of $3,918.

(©) The investment income (loss) adjustment primaglyresents the inclusion of investment income a8%2,554
attributable to noncontrolling interests upon cdigsdion of the KKR Funds and allocations to therggool of
$5,871.

(d) Substantially all of the total assets adjustmeptagents the inclusion of private equity and otheestments that
are attributable to noncontrolling interests uponsolidation 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 upon consolidation of the KKR Fur
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The reconciliation of economic net incortesg) to net income (loss) attributable to KKR @garted in the statements of operations
consists of the following:

Six Months Ended
June 30, 2009

Economic net income (los $ 314,82°
Income taxe: (1,690
Amortization of intangible: (1,899
Net income attributable to KKR & Co. L.F  § 311,24

13. COMMITMENTS AND CONTINGENCIES
Debt Covenant:

Borrowings of KKR contain various customasbt covenants. These covenants do not, in mareag&snopinion, materially restrict
KKR's investment or financing strategy. KKR is iongpliance with all of its debt covenants as of J8g2010.

Investment Commitment
As of June 30, 2010, KKR had unfunded commments to its private equity and other investmattieles of $1,070.8 million.
Contingent Repayment Guarantees

The instruments governing KKR's privateiggfunds generally include a "clawback" provisitvat, if triggered, may give rise to a
contingent obligation that may require the genpaatners to return amounts to the fund for distiduto the limited partners at the end of
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 investmgtite aggregate amount of carry
distributions received by the general partner dytire term of the fund exceed the amount to whiehgeneral partner was ultimately entit
As of June 30, 2010, the amount of carried intek&dR principals have received, that is subjecthis tlawback provision was
$689.2 million, assuming that all applicable prevatjuity funds were liquidated at no value. Haditvestments in such funds been liquid:
at their June 30, 2010 fair values, the clawbadigation would have been $61.5 million of which $&nillion is recorded in due from
affiliates and $5.6 million is due from noncontiod interest holders.

Prior to the Transactions, certain KKR pijfrals who received carried interest distributiarith respect to the private equity funds had
personally guaranteed, on a several basis andctubje cap, the contingent obligations of the gaingartners of the private equity funds to
repay amounts to fund limited partners pursuathéogeneral partners' clawback obligations.

The terms of the Transactions require Ki&@R principals remain responsible for any clawbablkigations relating to carry distributions
received prior to the Transactions up to a maxinaim
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$223.6 million. At June 30, 2010, KKR has recorde@ceivable of $55.9 million within Due from Affites for the amount of the clawback
obligation given it would be required to be fundsdKKR principals who do not hold direct controliimnd economic interests in the KKR

Group Partnerships. In periods prior to the Tratigas, such amount was reflected as a capital itlgfithin partners' capital given the KKR
principals held controlling and economic intergstthe historical KKR.

Carry distributions arising subsequenti® Transactions will be allocated to KKR, KKR Halgs and KKR principals (as carry pool
participants) in accordance with the terms of tieriments governing the KKR Group PartnershipsRK#lIl indemnify its principals for
any personal guarantees that they have providédrespect to such amounts.

The instruments governing certain of KKR'sate equity funds may also include a "net Idssisg provision,” that, if triggered, may
give rise to a contingent obligation that may regthe general partners to contribute capital ¢éoftimd, to fund 20% of the net losses on
investments. In connection with the "net loss sitaprovisions,” certain of KKR's private equity &as allocate a greater share of their
investment losses to KKR relative to the amountgrdouted by KKR to those vehicles. In these vedsckuch losses would be required to be
paid by KKR to the limited partners in those vebscin 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 June 30, 2010, KKR's contingerayeent obligation would have been
approximately $21.8 million. If the vehicles weiguidated at zero value, the contingent repaymbhgation would have been approximat
$1,108.9 million as of June 30, 2010.

Indemnifications

In the normal course of business, KKR daadibsidiaries enter into contracts that contaiargety of representations and warranties and
provide general indemnifications. KKR's maximum esyre under these arrangements is unknown as thishinvolve future claims that
may be made against KKR that have not yet occuHediever, based on experience, KKR expects theofishaterial loss to be remote.

Litigation

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

In August 1999, KKR and certain of its @nt and former personnel were hamed as defendaatsaction brought in the Circuit Court
of Jefferson County, Alabama, or the Alabama Statert, alleging breach of fiduciary duty and comapy in connection with the acquisition
of Bruno's, Inc. ("Bruno's"), one of KKR's formesntfolio companies, in 1995. The action was remateethe U.S Bankruptcy Court for the
Northern District of Alabama. In April 2000, theroplaint in this action was amended to further aldtat KKR and others violated state |
by fraudulently misrepresenting the financial cdioti of Bruno's in an August 1995 subordinated sa@tiering relating to the acquisition a

in Bruno's subsequent periodic financial disclosuhe January 2001, the action was transferred to
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the U.S. District Court for the Northern DistridtAlabama. In August 2009, the action was constdidavith a similar action brought against
the underwriters of the August 1995 subordinategsioffering, which is pending before the Alabarnat&SCourt. The plaintiffs are seeking
compensatory and punitive damages, in an unspedfigunt to be proven at trial, for losses theggatly suffered in connection with their
purchase of the subordinated notes. In Septemi@®, KR and the other named defendants moved toidiésthe action. In April 2010, the
Alabama State Court granted in part and deniecihthe motion to dismiss. As suggested by the @iad State Court, KKR has filed a
petition seeking an immediate appeal of certaimgsl made by the Alabama State Court when denyiagrtotion to dismiss. In June and .
2010, the Alabama Supreme Court ordered the padibsgef KKR's petition and the petition filed lbyother defendant seeking an immediate
appeal of certain rulings made by the Alabama STatgrt. The parties are in the process of briefiath petitions.

In 2005, KKR and certain of its current dadmer personnel were named as defendants in mmsetidated shareholder derivative
actions in the Court of Chancery of the State daare relating to PRIMEDIA Inc. ("PRIMEDIA"), onef its portfolio companies. These
actions claim that the board of directors of PRIMEDreached its fiduciary duty of loyalty in conttien with the redemption of certain
shares of preferred stock in 2004 and 2005. Thetjfa further allege that KKR benefited from tleesedemptions of preferred stock at the
expense of PRIMEDIA and that KKR usurped a corpoogportunity of PRIMEDIA in 2002 by purchasing stsof its preferred stock at a
discount on the open market while causing PRIMER]Aefrain from doing the same. In February 2088,4pecial litigation committee
formed by the board of directors of PRIMEDIA, folling a review of plaintiffs' claims, filed a motida dismiss the actions. In March 2010,
plaintiffs filed an amended complaint, includingdé&@bnal allegations concerning purchases of PRINKE®preferred stock in 2002. Plainti
seek an accounting by defendants of unspecifiecagamto PRIMEDIA and an award of attorneys' feescasts. Oral argument on the
special litigation committee's motion to dismisssvireld on June 14, 2010 and on June 16, 2010. ideeGhancellor of the Court of
Chancery of the State of Delaware entered an alidarissing all claims asserted against the defeésd@m July 15, 2010, the plaintiffs files
notice of appeal with the Supreme Court of Delaware

In December 2007, KKR, along with 15 otpavate 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 shaleéérs in certain public companies acqui
by private equity firms since 2003. In August 20B&R, along with 16 other private equity firms amyestment banks, were named as
defendants in a purported consolidated amended atd®n complaint. The suit alleges that from 203 defendants have violated antitrust
laws by allegedly conspiring to rig bids, resttioe supply of private equity financing, fix the s for target companies at artificially low
levels, and divide up an alleged market for privedaity services for leveraged buyouts. The compkgeks injunctive relief on behalf of all
persons who sold securities to any of the defelsdarieveraged buyout transactions and specifiedlbllenges nine transactions. The
amended complaint also includes five purporteddabses of plaintiffs seeking unspecified monetiinages and/or restitution with respect
to five of the nine challenged transactions. Thet §tage of discovery concluded on or about A5il2010, and on April 26, 2010, plaintiffs
filed a motion seeking an order allowing plaintifts
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proceed to the second stage of discovery. On JW@QP0, KKR and the other named defendants filgzbsjions to plaintiffs' motion to
proceed to the second phase of discovery. Plahtifbtion is pending before the District Court.

In August 2008, KFN, the members of KFNdsutdl of directors and certain of its current artier executive officers, including certain
of KKR's current and former personnel, were nannea putative class action complaint filed by thea@ér Township of Clinton Police and
Fire Retirement System in the United States Dis@murt for the Southern District of New York (th@harter Litigation"). In March 2009, tt
lead plaintiff filed an amended complaint, whicheded as defendants the members of KFN's boarétexdtdrs and named as individual
defendants only KFN's former chief executive ofifidéFN's former chief operating officer, and KFNl&rrent chief financial officer (the
"KFN Individual Defendants," and, together with KFMFN Defendants"). The amended complaint allethbas KFN's April 2007
registration statement and prospectus and thediabstatements incorporated therein contained mia&t@missions in violation of Section 11
of the Securities Act regarding the risks and pidbfosses associated with KFN's real estateedlassets, KFN's ability to finance its real
estate-related assets, and the adequacy of KF¢$'sdserves for its real estagdated assets (the "alleged Section 11 violatioFfie amende
complaint further alleges that, pursuant to Sectidof the Securities Act, the KFN Individual Dediamts have legal responsibility for the
alleged Section 11 violation. The amended compksrks judgment in favor of the lead plaintiff ahd putative class for unspecified
damages allegedly sustained as a result of the Bé&fdndants' alleged misconduct, costs and expéms@sed by the lead plaintiff in the
action, rescission or a rescissory measure of dasyamd equitable or injunctive relief. In April@8) the KFN Defendants filed a motion to
dismiss the amended complaint for failure to statéaim under the Securities Act. Oral argumenbefendants' motion to dismiss previou
scheduled for July 7, 2010 has been postponedadiine tfact that the judge overseeing the Chartiggdtion unexpectedly took medical lea
To date, the oral argument has not been rescheduled

In August 2008, the members of KFN's ba#rdirectors and its executive officers (the "Ka&i Individual Defendants™) were named
in a shareholder derivative action brought by Raydd/. Kostecka, a purported shareholder, in theeBapCourt of California, County of
San Francisco (the "California Derivative ActionrKE-N was named as a hominal defendant. The contptathe California Derivative
Action asserts claims against the Kostecka Indaddiefendants for breaches of fiduciary duty, alafseontrol, gross mismanagement, wi
of corporate assets, and unjust enrichment in adiomewith the conduct at issue in the Charterdaition, including the filing of the April
2007 Registration Statement with alleged materiabtatements and omissions. The complaint seelgsrjadt in favor of KFN for
unspecified damages allegedly sustained as a i&dhié Kostecka Individual Defendants' allegedanigluct, costs and disbursements
incurred by plaintiff in the action, equitable amdinjunctive relief, restitution, and an orderetiting KFN to reform its corporate governance
and internal procedures to prevent a recurrentieeodlleged misconduct. By order dated Januarp®92the Court approved the parties'
stipulation to stay the proceedings in the Calif@ierivative Action until the Charter Litigatios dismissed on the pleadings or KFN files an
answer to the Charter Litigation.
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In March 2009, the members of KFN's bodrdigectors and certain of its executive officetse("Haley Individual Defendants") were
named in a shareholder derivative action brougtRdéyl B. Haley, a purported shareholder, in thaddhGtates District Court for the South
District of New York (the "New York Derivative Aan"). KFN was named as a nominal defendant. Theptaint in the New York
Derivative Action asserts claims against the Hatelvidual Defendants for breaches of fiduciaryydudreaches of the duty of full disclosure,
and for contribution in connection with the condattssue in the Charter Litigation, including fiimg of the April 2007 registration
statement with alleged material misstatements amdsions. The complaint seeks judgment in favdlei for unspecified damages
allegedly sustained as a result of the Haley Imidial Defendants' alleged misconduct, a declardtianthe Haley Individual Defendants are
liable to KFN under Section 11 of the Securities,Aosts and disbursements incurred by plaintithim action, and an order directing KFN to
reform its corporate governance and internal progegito prevent a recurrence of the alleged misattn®y order dated June 18, 2009, the
Court approved the parties' stipulation to staypfeeeedings in the New York Derivative Action Uititie Charter Litigation is dismissed on
the pleadings or KFN files an answer to the Chauttigation.

KKR believes that each of these actiongiisout merit and intends to defend them vigorously

In September 2006 and March 2009, KKR rambrequests for certain documents and other irdtam from the Antitrust Division of
the U.S. Department of Justice ("DOJ") in connattidth the DOJ's investigation of private equityrfs to determine whether they have
engaged in conduct prohibited by United Statedrastilaws. KKR is fully cooperating with the DOil'westigation.

In addition, in December 2009, KKR's sulzsigd KKR Asset Management LLC (formerly known astitmerg Kravis Roberts & Co.
(Fixed Income) LLC) a request from the SEC for mfiation in connection with its examination of certeavestment advisors in order to
review trading procedures and valuation practinebé collateral pools of structured credit produdthe SEC also requested information
regarding the surrender by KFN for cancellatiortheiit consideration, certain notes that had besresto KFN by collateral pools of
structured credit products. KKR is fully cooperagtinith the SEC's examination.

Moreover, in the ordinary course of busié&R is and can be both the defendant and thetiffan numerous actions with respect to
bankruptcy, insolvency and other types of procegsliSuch lawsuits may involve claims that adveraéfgct the value of certain investments
owned by KKR's funds.

Principal Protected Product for Private Equity Inggments

The fund agreements for a private equityiale referred to as KKR's principal protected proicfor private equity investments contain
provisions that require the fund underlying thenpipal protected product for private equity inveshts (the "Master Fund") to liquidate
certain of its portfolio investments in order tdisfy liquidity requirements of the fund agreemeiiftshe performance of the Master Fund is
lower than certain benchmarks defined in the ages#sn In an instance where the Master Fund ismooinpliance with the defined liquidity
requirements and has no remaining liquid portfolieestments, KKR has an obligation to purchaseoufil8.4 million of
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illiquid portfolio investments of the Master Fund%%% of their current fair market value. As of 480, 2010, the performance of the Master
Fund was lower than the defined benchmarks; howé#veMaster Fund was able to meet its defineddigurequirements.

14. SUBSEQUENT EVENTS

A distribution of $0.08 per KKR & Co. L.eommon unit will be paid on September 8, 2010 tdRKihitholders of record as of the close
of business on August 24, 2010. KKR Holdings wélteive its pro rata share of the distribution fithie KKR Group Partnerships.
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Item 2. Management's Discussion and Analysis of Financiab@dition & Results of Operations

The following discussion and analysis should be read in conjunction with the unaudited consolidated and combined financial statements
of KKR & Co. L.P., together with its consolidated subsidiaries ("KKR") and the related notesincluded elsewhere in this Quarterly Report on
Form 10-Q and the audited consolidated and combined financial statements and the related notes included in our prospectus dated July 6,
2010 filed with the Securities and Exchange Commission filed on July 7, 2010. The historical consolidated and combined financial data
discussed bel ow reflects the historical results and financial position of KKR. In addition, this discussion and analysis contains forward-looking
statements and involves numerous risks and uncertainties, including those described under " Cautionary Note Regarding Forward-Looking
Satements' and "Risk Factors." Actual results may differ materially from those contained in any forward-looking statements.

Overview

Led by Henry Kravis and George Robertsanea global alternative asset manager with $54lidrbin AUM as of June 30, 2010 and a
34-year history of leadership, innovation and itwent excellence. When our founders started onr ifir 1976, they established the
principles that guide our business approach todajyding a patient and disciplined investment gss; the alignment of our interests with
those of our investors, portfolio companies anao#iiakeholders; and a focus on attracting worddsctalent.

Our business offers a broad range of asaegement services to our investors and proviaigisat markets services to our firm, our
portfolio companies and our clients. Throughout loistory, we have consistently been a leader irpthate equity industry, having
completed more than 175 private equity investmeiitts a total transaction value in excess of $43llobi In recent years, we have grown
firm by expanding our geographical presence anlilimgi businesses in new areas, such as fixed in@meapital markets. Our new efforts
build on our core principles, leverage synergiestinbusiness, and allow us to capitalize on adepeange of opportunities that we source.
Additionally, we have increased our focus on séng®ur existing investors and have invested meaguily in developing relationships with
new investors.

With over 600 people, we conduct our bussntrough 14 offices on four continents, providirsgwith a pre-eminent global platform for
sourcing transactions, raising capital and carrgingcapital markets activities. We have grown AUM significantly, from $15.1 billion as
of December 31, 2004 to $54.4 billion as of Jung2BA0, representing a compounded annual growthofa26.2%. Our growth has been
driven by value that we have created through oeratpnally focused investment approach, the expard our existing businesses, our
entry into new lines of business, innovation in pheducts that we offer investors, an increaseddan providing tailored solutions to our
clients and the integration of capital marketsriistion activities.

As a global alternative asset manager,ave management, monitoring, transaction and ingeriées for providing investment
management, monitoring and other services to autduvehicles, managed accounts, specialty fineoggany and portfolio companies, and
we generate transaction-specific income from chpitakets transactions. We earn additional investrimeome from investing our own
capital alongside our investors and from the cdriréerest we receive from our funds and certaiowfother investment vehicles. A carried
interest entitles the sponsor of a fund to a sfgetifercentage of investment gains that are gestbrat third-party capital that is invested.
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Private Markets

Our Private Markets segment is comprisedunfglobal private equity business, which managessponsors a group of investment fu
and vehicles that invest capital for long-term a&gfation, either through controlling ownership af@npany or strategic minority positions.
These funds and vehicles build on our sourcing iaidge and the strong industry knowledge, operaipugrtise and regulatory and
stakeholder management skills of our professiomgisrating consultants and senior advisors to ifyesitractive investment opportunities
and create and realize value for investors.

From our inception through June 30, 2016 have raised 16 funds with approximately $59 fohilof capital commitments and have
sponsored a number of fee and carry payingieestment structures that allow us to commit addil capital to transactions. We have grc
our AUM in this segment significantly in recent ygarom $14.4 billion as of December 31, 200444 9 billion as of June 30, 2010,
representing a compound annual growth rate of 214%6f June 30, 2010, we had $11.9 billion of dlececommitments to investment fur
and vehicles in this segment, providing a significgource of capital that may be deployed globally.

Public Markets

Our Public Markets segment is comprisethprily of our fixed income businesses which manzayatal on behalf of third party
investors in liquid credit strategies, such asiaged loans and high yield bonds, and less liguedit products, such as mezzanine debt,
special situations assets, rescue financing, dsgckassets, debtor-in-possession financings anihaxcings.

As of June 30, 2010, the segment had $iBidn of AUM, including $1.1 billion of assets maged in a publicly traded specialty
finance company, $8.0 billion of assets managedrirctured finance vehicles and $4.3 billion ofetssnanaged in other types of investment
vehicles and separately managed accounts. As ef3Qr2010, we had $1.4 billion of uncalled comneitits to investment funds and
separately managed accounts in this segment.

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 andclients by providing services such as
arranging debt and equity financing for transadtjgiacing and underwriting securities offeringsi&uring new investment products and
providing capital markets advice.

The assets that we acquired in the Comibimdiransaction have provided us with a significemirce of capital to further grow and
expand our business, increase our participati@uirexisting portfolio of businesses and furthégrabur interests with those of our investors
and other stakeholders. We believe that the mapkstrience and skills of our capital markets preifagals and the investment expertise of
professionals in our Private Markets and Publichdts segments will allow us to continue to grow diversify this asset base over time.

Business Environment

As a global alternative asset manager, watiected by financial and economic conditionthim United States, Europe, Asia and
elsewhere in the world.

Equity and fixed income markets startedsbeond quarter of 2010 with positive momentumltiegufrom an improved economic
outlook during the latter half of 2009 and earlyl@0However, as the quarter progressed, concems abvereign debt issues in Europe,
impending regulatory
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change, and spotty economic data led to a lossoofientum in the capital markets. As a result the S&@ fell 11.4% in the second quarte
2010, while non-U.S. equity markets fared even woevih the MSCI World Index down 12.5% for the gear Similarly, the below
investment grade credit markets also strugglechdutie quarter with the S&P/LSTA Leveraged Loarexdnd Merrill Lynch High Yield
index declining 1.2% and 0.1%, respectively.

While economic conditions have improvedrabe past several quarters, recent economic datgests that the recovery may be losing
momentum. The unemployment rate declined in thersequarter, but it remains elevated and new jehtwn continues to be anemic.
Housing data in the second quarter was also wdkning the expiration of a popular homebuyer tagdit in April. Those factors raised
concerns about the sustainability of the econosdgovery as government stimulus begins to fall aaray reignited fears of a "double dip"
recession. In light of these recent developmehé&sgtonomic outlook is uncertain.

Reorganization and Combination Transactions

Historically, KKR's business was condudtemugh multiple entities for which there was niogée holding entity, but were under
common control of senior KKR principals ("Senioireipals"), and in which Senior Principals and KKRther principals and individuals
held ownership interests (collectively, the "Prexbspr Owners").

In order to facilitate the Combination Tsawntion (defined below) KKR completed a seriegafisactions (the "Reorganization
Transactions"), pursuant to which KKR's business marganized under two partnerships, KKR Managédetdings L.P. and KKR Fund
Holdings L.P., which are referred to as the "KKRo@r Partnerships." The reorganization involvedtrioution of certain equity interests in
KKR's businesses that were held by KKR's Predec&smers to the KKR Group Partnerships in exchdng&00% of the interests in the
KKR Group Partnerships.

On October 1, 2009, KKR & Co. L.P. and KIRRvate Equity Investors, L.P. ("KPE"), completettansaction to combine the asset
management business of KKR with the assets antitied of KPE (the "Combination Transaction"). TB®mbination Transaction involved
the contribution of all of KPE's assets and lidigi§ to the KKR Group Partnerships in exchangeaf80% interest in the KKR Group
Partnerships. Upon completion of the Combinatioan$action, KPE changed its name to KKR & Co. (GseyhL.P. ("KKR Guernsey") ar
was traded publicly on Euronext Amsterdam undessgimebol "KKR" until it was delisted on July 15, ZDMWe refer to the Reorganization
Transaction and Combination Transaction togethéne&Transactions."

Following the Transactions, KKR Guernseidlae30% economic interest in the KKR Group Parghigrs through KKR Group
Holdings L.P. ("Group Holdings") and our principaétained a 70% economic interest in the KKR GrBaptnerships through KKR
Holdings L.P. ("KKR Holdings").

U.S. Listing

On July 15, 2010, KKR & Co. L.P. becaméelison the New York Stock Exchange ("NYSE"). In wection with the NYSE Listing,
KKR Guernsey contributed its 30% interests in Gréigidings to KKR in exchange for KKR common uniteladistributed those common
units to holders of KKR Guernsey units (referredhéoeafter as the "In-Kind Distribution”). Becaubke assets of KKR Guernsey consisted
solely of its interests in Group Holdings, the Im# Distribution resulted in the dissolution of KKRuernsey and the delisting of its units
from the Euronext Amsterdam. As of July 15, 2018R<both controls the KKR Group Partnerships andlf®{KR Group Partnership units
representing a 30% economic interest in KKR's lssnThe remaining 70% of the KKR Group Partnerghifs continue to be held by
KKR's principals through KKR Holdings.
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Basis of Financial Presentation

The consolidated and combined financiakst@nts include the accounts of our managementapith! markets companies, the general
partners of certain unconsolidated co-investmehickes and the general partners of our privatetgquid fixed income funds and their
respective consolidated funds, where applicableofAkine 30, 2010, our private markets segmentidtedd seven consolidated investment
funds and eight unconsolidated co-investment vekidur public markets segment included five cadatidd investment funds and six
unconsolidated vehicles comprised of two investnfiemds, three separately managed accounts andben@hy finance company.

In accordance with accounting principlesagally accepted in the United States of Ameri€aXAP"), a substantial number of our fur
are consolidated notwithstanding the fact that wlel bnly a minority economic interest in those fan@ihe majority of our consolidated fur
consist of those funds in which we hold a geneaalner or managing member interest that gives bistantive controlling rights over such
funds. With respect to our consolidated funds, emegally have operational discretion and contr@rdtie funds and investors do not hold
any substantive rights that would enable them foeichthe funds' ongoing governance and operatitigitaes.

When a fund is consolidated, we reflectdbsets, liabilities, fees, expenses, investmeonie and cash flows of the consolidated fund
on a gross basis. The majority of the economia@sts in the consolidated fund, which are heldhirgdtparty investors, are reflected as
noncontrolling interests. While the consolidatidracconsolidated 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, feesemges and investment income of the consolidatedsfare reflected on a gross basis while the
allocable share of those amounts that are atttieita noncontrolling interests are reflected aglsi line items. The single line items in wh
the assets, liabilities, fees, expenses and inwgtincome attributable to noncontrolling interests recorded are presented as noncontrolling
interests in consolidated entities on the statesnefinancial condition and net income attributatl noncontrolling interests in consolidated
entities on the statements of operations.

Historically, the noncontrolling interestributable to the ownership of KPE's investmartmership, KKR PEI Investments, L.P., by
KPE were included in our financial statements. Bhasncontrolling interests were removed from tharficial 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 partngrsiiherefore, we continue to consolidate KPE'&#tment partnership and its economic
interests are no longer reflected as noncontrollitgrests as of the date of the Transactions.

Key Financial Measures
Fees

Fees consist primarily of (i) monitoringdaimansaction fees from providing advisory and oevices 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\dii¢is. These fees are based on the
contractual terms of the governing agreements.bStamtial portion of monitoring and transactionsfearned in connection with managing
portfolio companies are shared with fund investors.

Reported fees do not include the managefaestthat we earn from consolidated funds, bectose fees are eliminated in
consolidation. However, because those managemesntfe earned from, and funded by, third-partystors who hold noncontrolling
interests in the consolidated funds, net incoméatable to KKR is increased by the amount ofrtrenagement fees that are eliminated in
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consolidation. Accordingly, while the consolidatiohfunds impacts the amount of fees that are neizegd in our financial statements, it does
not affect the ultimate amount of net income atitéble to KKR or KKR's partners' capital.

Expenses
Employee Compensation and Benefits Expense

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

Historically, our employee compensation hedefits expense has consisted of base saladdsomuses paid to employees who were
our Senior Principals. Payments made to our Sétmaocipals included partner distributions that weaéd to our Senior Principals and
accounted for as capital distributions rather thaaployee compensation and benefits expense. Acaggydiwe did not record any employee
compensation and benefits charges for payments maale Senior Principals for periods prior to twnpletion of the Transactions.

Following the completion of the Transactpall of our Senior Principals and other employeegive a base salary that is paid by us anc
accounted for as employee compensation and bepgfitnse. Our employees are also eligible to readiscretionary cash bonuses based on
performance criteria, our overall profitability anther matters. While cash bonuses paid to mostamgs are funded by us and result in
customary employee compensation and benefits chargeh bonuses that are paid to certain of out seosor employees are funded by
KKR Holdings with distributions that it receives i KKR Group Partnership Units. To the extent tiatributions received by these
individuals exceed the amounts that they are otiserentitled to through their vested interests KRKHoldings, this excess will be funded
KKR Holdings and reflected in compensation expangbe statement of operations. KKR Holdings has &linded all of the equity and
equity based awards that have been granted tongplogees to date.

In connection with and subsequent to tr@n3actions, our principals and other employeesvegdequity and equity based awards in
KKR Holdings. The awards were granted in conneciiith the Transactions and were issued in exch&mgaeterests that our Predecessor
Owners contributed to our holding companies asgfafte Transactions as well as to promote broadesghip of our firm among our
personnel and further align their interests withsth of our investors. We believe that grants topoincipals and other employees, which
include vested and unvested interests in the KK8u@Partnerships, provide an additional meanslfowang us to incentivize, motivate and
retain qualified professionals that will help usoue to grow our business over the long-term.tRerthree and six months ended June 30,
2010, non-cash employee compensation and benefibgnized in connection with the equity grants amed to $172.5 million and
$354.9 million, respectively.

While we do not bear the economic coste@ated with the equity and equity based grantskiklR Holdings has made to our
employees or the cash bonuses that it pays tofamyr @rincipals with distributions received on KKR Group Partnership Units, we are
required to recognize employee compensation andfiieexpense with respect to a significant portbthese items. Because these amounts
are funded by KKR Holdings and not by us, theseeazps represent non-cash charges for us and dopextt our distributable earnings.

We recognize non-cash charges relatingjtityeand equity based grants that are funded birKl0ldings based on the grant-date fair
value of the award. Awards that do not requiresiduiisfaction of future service or performance cidtévested awards) are expensed
immediately. Awards that require the satisfactibfuture service or performance criteria are expdnsver the relevant service period,
adjusted for the lack of distribution participatiand estimated forfeitures of awards not expedaied t
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vest. We incurred a significant one-time, non-casiployee compensation and benefits charge in nanéial statements during the fourth
quarter of 2009 relating to initial equity grantsKKR Holdings representing that portion of thetann KKR Holdings that were vested upon
issuance. We expect to record additional non-chahges in future periods as and when interestiR Koldings vest.

In addition, we are permitted to allocateur principals, other professionals and seleothdr individuals a portion of the carried
interest that we earn from our current and futuredé that provide for carried interest paymentsadd when investment income is
recognized with respect to this carried interestracord a corresponding amount of employee conagiensand benefits expense.

General, Administrative and Other Expense

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

In addition, interests in KKR Holdings wegeanted to our operating consultants in connectitth and subsequent to the Transactions.
The vesting of these interests gives rise to perigdneral, administrative and other expense irstaeements of operations. General,
administrative and other expense recognized onsiegainits is calculated based on the fair valuendhterest in KKR Holdings (determin
using the closing price of KKR's units) on eachortipg date and subsequently adjusted for the hfdiravalue of the award at each vesting
date. Accordingly, the measured value of theseeasts will not be finalized until each vesting dadditionally, the calculation of the
compensation expense assumes a forfeiture rafe tof 8% annually based upon expected turnoverthieothree and six months ended
June 30, 2010, general, administrative and otheemse recognized for the equity grants amount&24a3 million and $62.3 million,
respectively.

General, administrative and other expess®i borne by fund investors and is not offsetiegits attributable to fund investors'
noncontrolling interests in consolidated funds.

Fund Expenses

Fund expenses consist primarily of costsiired in connection with pursuing potential inveshts that do not result in completed
transactions (such as travel expenses, profesdieembnd research costs) and other costs assbwiditeadministering our private equity
funds. A substantial portion of fund expenses amad by fund investors.
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Investment Income (Loss
Net Gains (Losses) from Investment Activities

Net gains (losses) from investment acteittonsists of realized gains and losses and igedajains 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 investnaetivities between reporting periods is driven ity by changes in the fair value of our
investment portfolio as well as the realizatiorimviestments. Upon the disposition of an investmerdyiously recognized unrealized gains
and losses are reversed and an offsetting reajaidor loss is recognized in the current periodc&our investments are carried at fair va
fluctuations between periods could be significan¢ tb changes to the inputs to our valuation poesr time. For a further discussion of
fair value measurements and fair value of invests)esee "Management's Discussion and Analysisr@rgial Condition and Results of
Operations—Critical Accounting Policies—Fair Valoelnvestments."

Dividend Income

Dividend income consists primarily of distrtions that private equity funds receive fromtfwio companies in which they invest.
Private equity funds recognize dividend income priiflg in connection with (i) dispositions of opdmats by portfolio companies,
(ii) distributions of excess cash generated fromrapons from portfolio companies and (iii) othgrsficant refinancings undertaken by
portfolio companies.

Interest Income

Interest income consists primarily of ietgrthat is paid on our cash balances, princigdtasand fixed income instruments in which
consolidated funds invest.

Interest Expense

Interest expense is incurred from thrempry sources: (i) credit facilities outstanding endur Principal Credit Agreement, (ii) credit
facilities outstanding at the firm's management jganies and capital markets companies for workimitailapurposes, and (iii) debt
outstanding at our consolidated funds enteredviitio the objective of enhancing returns, which moédirect obligations of the general
partners of our private equity funds or manageroentpanies. In addition to these interest costs;apitalize debt financing costs incurred in
connection with new debt arrangements. Such costaraortized into interest expense using eitheirttezest method or the straight-line
method, as appropriate.

Income Taxes

Prior to the completion of the Transactiome operated as a partnership for U.S. federalnectax purposes and mainly as a corporate
entity in non-U.S. jurisdictions. As a result, imee was not subject to U.S. federal and state indames. Historically, the tax liability related
to income earned by us represented obligationsioponcipals and has not been reflected in thohical financial statements. Income taxes
shown on the statements of operations prior tarth@sactions are attributable to the New York Qityncorporated business tax and other
income taxes on certain entities located in non-{u$sdictions.

Following the Transactions, the KKR GrowgrtRerships and certain of their subsidiaries gathtinue to operate in the United States as
partnerships for U.S. federal income tax purposelsas corporate entities in non-U.S. jurisdictichscordingly, these entities, in some cases,
will continue to be subject to New York City unimporated business taxes, or non-U.S. income tédd@sever, we
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hold our interest in one of the KKR Group Partngrsithrough KKR Management Holdings Corp., whickréated as a corporation for U.S.
federal income tax purposes, and certain otherlwloained subsidiaries of the KKR Group Partnershaifestreated as corporations for U.S.
federal income tax purposes. Accordingly, such Whmlvhed subsidiaries of KKR, including KKR Managem Holdings Corp., and the
KKR Group Partnerships, are subject to federatesiad local corporate income taxes at the ergitglland the related tax provision
attributable to KKR's share of this income is refiégl in the financial statements.

Subsequent to the Transactions, we uskathity method to account for income taxes in@wance with GAAP. Under this method,
deferred tax assets and liabilities are recogniiaethe expected future tax consequences of differe between the carrying amounts of a
and liabilities and their respective tax basis ggiorrently enacted tax rates. The effect on defeassets and liabilities of a change in tax
is recognized in income in the period when the glean enacted. Deferred tax assets are reduceddyaion allowance when it is more
likely than not that some portion or all the dedertax assets will not be realized.

Tax laws are complex and subject to diffeiaterpretations by the taxpayer and respectoxemimental taxing authorities. Significant
judgment is required in determining tax expenseiargvaluating tax positions including evaluatinmgcartainties. We review our tax positic
quarterly and adjust our tax balances as new irdtion becomes available.

Net Income (Loss) Attributable to Noncontrolling Interests

Net income (loss) attributable to noncollitrg interests represents the ownership interstisthird parties hold in entities that are
consolidated in the financial statements. The albbe share of income and expense attributableogetinterests is accounted for as net
income (loss) attributable to noncontrolling int@se Historically, the amount of net income (lastjibutable to noncontrolling interests has
been substantial and has resulted in significaatggs and credits in the statements of operatiorsperiods 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 tigedty an aggregate of 2% of the equity in our tepaarkets business; and

. noncontrolling interests that allocated 35% ofiteéincome (loss) generated by the manager of oblidPMarkets segment to

certain of its principals on an annual basis throltay 30, 2008.

On May 30, 2008, we acquired all outstagdinoncontrolling interests of the manager of ounlleuMarkets segment and now own 100%
of this business. In connection with the Transadiave acquired all outstanding noncontrollingriests in KPE's investment partnership,
which is a wholly owned subsidiary of our firm.

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

. noncontrolling interests that third party investbadd in consolidated funds;
. a noncontrolling interest that allocates to a tipiagty an aggregate of 2% of the equity in our teypnarket business;
. noncontrolling interests that allocate to a formencipal and such person's designees an aggrefja% of the carried interest

received by general partners of our funds and 1#%obther profits until a future date;
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. noncontrolling interests that allocate to certdiowr former principals and their designees a partf the carried interest
received by the general partners of the privatetefunds with respect to private equity investmeemade during such former
principals' tenure with us;

. noncontrolling interests that allocate to certdiitcurrent and former principals all of the dapinvested 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&aptnership Units that KKR Holdings holds in thKiK Group
Partnerships, which interests allocate to KKR Huigdi 70% of the equity in the KKR Group Partnerships

Assets Under Management ("AUM"

AUM represents the assets from which weeatéled to receive fees or a carried interestgartkral partner capital. The AUM reported
prior to the Transactions reflected the NAV of K&d its commitments to our investment funds. Subseito the Transactions, the net asset
value ("NAV") of KPE and its commitments to our @stment funds are excluded from our calculatioAdM. We calculate the amount of
AUM as of any date as the sum of: (i) the fair eadd the investments of our investment funds phusalled capital commitments from these
funds; (ii) the fair value of investments in ouric@estment vehicles; (iii) the net asset valueeatain of our fixed income products; and
(iv) the value of outstanding structured financhigkes. You should note that our calculation of Ay differ from the calculations of ott
asset managers and, as a result, our measureméntd/omay not be comparable to similar measures@néed by other asset managers. Our
definition of AUM is not based on any definition AUM that is set forth in the agreements goverrimginvestment funds, vehicles or
accounts that we manage.

Fee Paying Assets Under Management ("FPAUM")

FPAUM represents only those assets undeagement from which we receive fees. FPAUM is the sf all of the individual fee bases
that are used to calculate our fees and differs #&dJM in the following respects: (i) assets fromialhwe do not receive a fee are excluded
(i.e., assets with respect to which we receive oalyied interest); and (ii) certain assets, prilpam our private equity funds, are reflected
based on capital commitments or invested capitapg®sed to fair value because fees are not imgppdgtehanges in the fair value of
underlying investments.

Segment Result

We present the results of our reportabkarmss segments in accordance with FASB AccouiBtagdards Codification Section 280,
Segment Reporting . This guidance is based on a management approaath requires segment presentation based on alterganization
and the internal financial reporting used by managy& to make operating decisions, assess perfosrantt allocate resources. All inter-
segment transactions are eliminated in the segpreséentation.

Our management makes operating decisi@sgsaes performance and allocates resources bafedrial and operating data and
measures that are presented without giving eftettie¢ 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 aenimgful because management makes operating desiaiol assesses the performan
our business based on financial and operating csedrid data that are presented without the cormdimidof any funds.
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Segment Operating and Performance Measu
Fee Related Earnings

Fee related earnings ("FRE") is a profiasge that is reported by our three reportableniessisegments. FRE is comprised of segment
operating revenues, less segment operating expertsesomponents of FRE on a segment basis diffen the equivalent U.S. GAAP
amounts on a combined basis as a result of: (intiasion of management fees earned from condelitfunds that were eliminated in
consolidation; (ii) the exclusion of expenses afisdidated funds; (iii) the exclusion of chargdstiag to the amortization of intangible
assets; (iv) the exclusion of charges relatingaimycpool allocations; (v) the exclusion of non{tasjuity charges and other non-cash
compensation charges; (vi) the exclusion of centaiimbursable expenses and (vii) the exclusioredaain non-recurring items.

Investment |ncome (Loss)

Investment income is composed of net caiingerest and other investment income (loss).i€aiinterests entitle the general partner of
our private equity funds to a greater allocableslud the fund's earnings from investments relativihe capital contributed by the general
partner and correspondingly reduces third partesters' share of those earnings. Carried inteaestearned on realized and unrealized gains
(losses) on fund investments as well as divideadsived by our funds. Amounts earned pursuantrigedainterests are included in
investment income to the extent that cumulativestiment returns in a given fund are positive. ésthinvestment returns decrease or turn
negative in subsequent periods, recognized camtedests will be reduced and reflected as investriosses. Gross carried interest is redt
for carry pool allocations and refunds of managerfesss payable upon the recognition of carriedrege

Allocations to our carry pool representr@pmately 40% of carried interest earned in fuadd vehicles eligible to receive carry
distributions to be allocated to our principalsgpany allocation of carried interest to our othapkyees as part of our profit sharing plan. No
carry pool allocations are recorded in funds artdales 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, allmest to our carry pool consisted only of
allocations to our employee profit sharing program.

Certain of our investment funds requird tha refund up to 20% of any cash management fae®d 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, ddnierest is reduced, not to exceed 20% of managefaes earned.

Other investment income (loss) is compriskedkalized and unrealized gains (losses) andldivds on capital invested by the general
partners of our funds, interest income and intezgpense.

Economic Net Income

Economic net income ("ENI") is a key penfiamce measure used by management when makingiogetatisions, assessing operating
performance and allocating resources. ENI is casegrdf: (i) FRE; plus (ii) segment investment inepnwhich is reduced for carry pool
allocations and management fee refunds; leséitpin economic interests in our segments helihingt parties. ENI differs from net income
on a U.S. GAAP basis as a result of: (i) the exolusf the items referred to in FRE above; (ii) thelusion of investment income relating to
noncontrolling interests; and (iii) the exclusidnimcome taxes.
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Committed Dollars Invested

Committed dollars invested is the aggregateunt of capital commitments that have been iedesy our investment funds and carry-
yielding cc-investment vehicles during a given period. Suclamts include: (i) capital invested by fund investand co-investors with
respect to which we are entitled to a carried ageand (ii) capital invested by us.

Uncalled Commitments

Uncalled commitments represent unfundedtalagpmmitments by partners of our investment fuadd carry-yielding co-investment
vehicles to contribute capital to make investmémtsortfolio companies and other investment altéves.

Consolidated and Combined Results of Operations

The following is a discussion of our congated and combined results of operations for iheet and six months ended June 30, 201/
2009. You should read this discussion in conjumctidth the consolidated and combined financialestagnts and related notes included
elsewhere in this filing. For a more detailed d&sian of the factors that affected the resultspafrations of our three business segments in
these periods, see "—Segment Analysis."
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The following tables set forth informatioegarding our results of operations for the thmee six months ended June 30, 2010 and 2009.

Three Months Ended Six Months Ended

June 30, June 30,
2010 2009 2010 2009
Revenues
Fees $ 87,07 $ 51,48: $ 193,10: $ 90,55:
Expenses
Employee compensation and
benefits 348,62: 47,907 714,15: 93,44¢
Occupancy and related char¢ 9,51( 9,781 19,19¢ 18,66¢
General, administrative and ott 58,04¢ 28,47 135,77( 65,88(
Fund expense 14,40¢ 11,557 24,77 24,48¢
Total expenses 430,58t 97,72: 893,89 202,48
Investment Income (Loss;
Net gains (losses) from investm
activities 1,031,56! 2,218,98 3,318,12. 1,498,13
Dividend income 147,37: 76,94 590,28 77,64
Interest incom 56,152 31,78( 104,45! 58,86:
Interest expens (10,139 (20,09 (23,96)) (42,370
Total investment income (Loss 1,224,95! 2,307,61 3,988,89! 1,592,26!
Income (loss) before taxe 881,44: 2,261,37! 3,288,10; 1,480,33
Income taxes 31,28: 15¢ 44,73t 1,69(
Net Income (loss, 850,16( 2,261,21. 3,243,36' 1,478,64
Less: Net Income (loss)
Attributable to noncontrolling
interests in consolidated entiti 676,81t 1,895,38! 2,663,941 1,167,40.
Less: Net income (loss) attributal
to noncontrolling Interests in
KKR Holdings L.P. 143,43° — 435,67¢ —
Net Income (Loss) Attributable
to KKR Group $ 29,907 $ 36582t $ 143,740 $ 311,24
Assets under management (peric
end) $ 54,398,30 $ 46,865,80 $ 54,398,30 $ 46,865,80
Fee paying assets under
management (period en $ 41,643,400 $ 45,519,10 $ 41,643,40 $ 45,519,10
Committed Dollars Investe $ 1,113,200 $ 562,90 $ 2,255,900 $  580,90!
Uncalled Commitments (period
end) $ 13,264,20 $ 14,695,76 $ 13,264,20 $ 14,695,76

Three months ended June 30, 2010 compared to thmemths ended June 30, 2009

Fees

Fees were $87.1 million for the three merghded June 30, 2010, an increase of $35.6 mittempared to fees of $51.5 million for the
three months ended June 30, 2009. The increasprmaarily due to a $12.0 million increase in grassisaction fees reflecting the receipt of
a $5.5 million non-recurring break-up fee relattogan unconsummated transaction as well as anaseri@ both the number of transactfes-
generating investments during the period and tssdr extent the average fee received. Durindhtiee months ended June 30, 2010 there
were three transaction fee generating
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investments, two of which resulted in transactieesffor both the private markets segment and thikcpmarkets segment as each segment
funded a portion of the total capital investedhase two transactions. The total combined valubefransactions was $1.9 billion. There
were two transaction fee generating investmentmduhe three months ended June 30, 2009 with &ireed transaction value of

$388 million. Transaction fees are negotiated sepbyr for each completed transaction based onehaces that we provide and also vary
depending on the nature of the investment beingemiagles relating to underwriting, syndication atitbocapital markets services increased
by $11.0 million due to an increase in the numberapital markets transactions during the perio@. &mpleted eleven capital markets
transactions during the three months ended Jun203®, as compared to one transaction during tt@nslequarter 2009. In addition, during
the three months ended June 30, 2010, we earniedentive fee of $8.4 million from KKR Financial iiings LLC ("KFN") as a result of
KFN's financial performance exceeding certain rezgibenchmarks. No such fees were earned in tee thonths ended June 30, 2009.
Management fees also increased by $1.9 million gmilsndue to fees associated with certain newlgediinvestment vehicles that began
earning fees in the second quarter of 2010.

Expenses

Expenses were $430.6 million for the thremnths ended June 30, 2010, an increase of $33Ri@mcompared to expenses of
$97.7 million for the three months ended June 8092 The increase was primarily due to non-casliteased charges associated with the
issuance of interests in KKR Holdings to our pnats, other employees and operating consultanieliss allocations to our carry pool. For
the three months ended June 30, 2010, these iesukad in charges recorded in employee compensaitid benefits relating to principals
and other employees amounting to $296.0 milliowl, @marges recorded in general, administrative caher expense relating to operating
consultants amounting to $25.5 million. In additiother employee compensation and benefits expémsessed $4.7 million due to: (i) a
$5.5 million increase in salaries and other beseéflecting the hiring of additional personnetonnection with the expansion of our busir
as well as the inclusion of salaries relating to $enior Principals in 2010 (in the prior periodgls salaries were reflected as capital
distributions as a result of our operating as @ngaship prior to the Transactions), (ii) a $1.9%ion increase in incentive compensation
reflecting the net effect of higher expected consation in 2010 resulting from improved overall fical performance of our capital markets
and management companies when compared to theperimd and the hiring of additional personneltipdly offset by a reduction in bonus
accruals in 2010 as a result of certain of our rsestor employees receiving compensation in tha fofr distributions from KKR Holdings
subsequent to the Transactions (in the prior pesadh compensation was borne by KKR), (iii) a $thillion decrease in profit sharing costs
in connection with a decrease in the value of @exéour private equity portfolio companies, ang @ $1.1 million decrease in non-cash
stock based compensation expense associated witly ggants received from KFN. The remainder of itherease in expenses is primarily
result of: (i) an increase in transaction relategemses of $3.1 million attributable to unconsunedatansactions during the period, (ii) an
increase in professional fees of $1.9 million imection with increased private equity activityddiii) an increase of $2.3 million in foreign
exchange losses on foreign currency denominateddcdions at our management companies.

Net Gains (Losses) from Investment Activities

Net gains from investment activities weteO$billion for the three months ended June 3002@1decrease of $1.2 billion compared to
net gains from investment activities of $2.2 billifor the three months ended June 30, 2009. Theedse in net gains (losses) from
investment activities from the prior period wasypatily attributable to net unrealized gains of $0illfon resulting primarily from increases
the market value of our investment portfolio durthg three months ended June 30, 2010 compareat torealized gains of $2.6 billion
during the three months ended June 30, 2009. This
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change in net unrealized gains and losses redul@det unfavorable variance in unrealized investinactivity from the prior period of
$1.9 billion. Offsetting this decrease was an iaseein net realized gains (losses), resulting fad0.3 billion net gain for the three months
ended June 30, 2010. This represented a $0.7rbffiicorable variance from the net loss of $0.4dmilrecorded for the three months ended
June 30, 2009. The majority of our net gains (Issf®m investment activities are related to ouvaie equity investments. The following i:
summary of the components of net gains (losseg) fnwestment activities:

Three Months Ended

June 30,
2010 2009
($ in thousands)

Realized Gain $ 466,17 $ 21,77
Unrealized Losses from Sales of

Investments and Realization o

Gains(a) (468,56() (187)
Realized Losse (154,45Y (436,53¢)
Unrealized Gains from Sales of

Investments and Realization o

Losses(b 148,23: 430,01:
Unrealized Gains from Changes

Fair Value 2,153,66: 2,300,42:
Unrealized Losses from Change:

Fair Value (1,113,489 (96,51)
Net Gains (Losses) fro

Investment Activities $ 1,031,560 $ 2,218,98

(@) Amounts represent the reversal of previously rezeghunrealized gains in connection with realizatio
events where such gains become realized.

(b)  Amounts represent the reversal of previously rezeghunrealized losses in connection with realizati
events where such losses become real

Dividend Income

Dividend income was $147.4 million for tiieee months ended June 30, 2010, an increasedd $illion compared to dividend incor
of $76.9 million for the three months ended Juneg2B®9. During the three months ended June 30,,20d0eceived $144.0 million of
dividends from two portfolio companies and an aggte of $3.4 million of comparatively smaller digittls from other investments. During
the three months ended June 30, 2009, we rece®@®d #illion of dividends from two portfolio compas and an aggregate of $0.4 million
of comparatively smaller dividends from other invesnts.

Interest Income

Interest income was $56.2 million for these months ended June 30, 2010, an increase cf B2Hion, compared to interest income of
$31.8 million for the three months ended June B092 The increase primarily reflects an increasténlevel of fixed income instruments in
our fixed income vehicles and our private equitytfadio.

Interest Expense

Interest expense was $10.1 million forttiree months ended June 30, 2010 a decrease & ®llllon, compared to interest expense of
$20.1 million for the three months ended June 8092 The decrease was primarily due to lower awecagstanding borrowings primarily
reflecting paydowns under our credit agreements.
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Income (Loss) Before Taxes

Due to the factors described above, incbefere taxes was $0.9 billion for the three momthded June 30, 2010, a decrease of
$1.4 billion compared to income before taxes oB83%2llion for the three months ended June 30, 2009.

Net Income (Loss) Attributable to Noncontrolling Interests in Consolidated Entities

Net income attributable to noncontrollimgeirests in consolidated entities was $0.7 bilfaorthe three months ended June 30, 2010, a
decrease of $1.2 billion compared to net inconrébatable to noncontrolling interests in consolathentities of $1.9 billion for the three
months ended June 30, 2009. The decrease primeflifcts lower income attributable to noncontrajlinterests, which was driven by the
overall changes in the components of net gainségjsfrom investment activities described above.

Assets Under Management

The following table reflects the changesim AUM from March 31, 2010 to June 30, 2010:

March 31, 2010 AUNM $ 54,708,70
New Capital Raise 329,60(
Distributions (1,324,30)
Foreign Exchang (299,400
Change in Valui 983,70(

June 30, 2010 AUN $ 54,398,30

AUM was $54.4 billion at June 30, 2010 ezmase of $0.3 billion, or 0.6%, compared to $®dlibn at March 31, 2010. The decrease
was primarily attributable to $0.8 billion of digtutions from our private equity funds (compriséd0.6 billion of realized gains and
$0.2 billion of return of original cost) as well $8.5 billion of redemptions from our liquid crediparately managed accounts. In addition,
AUM declined by $0.3 billion due to foreign exchanadjustments on foreign denominated commitmentsitdunds. Partially offsetting
these decreases were $1.0 billion in net unreatizéas resulting from changes in the market valusuo private equity portfolio companies
and fixed income vehicles, as well as $0.3 billidmew capital raised in our investment vehicled separately managed accounts. The net
unrealized investment gains in our private equityds were driven primarily by net unrealized gaifi$1.1 billion in our 2006 Fund which
were partially offset by net unrealized losses@fl$billion in our European Fund Il. Net unrealizgains and losses in all other private equity
funds were not significant during the period. Appnoately 10% of the net change in value in our gtévequity funds for the three months
ended June 30, 2010 was attributable to changgsaire prices of various publicly listed investmehtsreased valuations in many of our

privately held portfolio companies, which were paitity related to improvements in individual compaerformance, were the main
contributors to the unrealized investment gains.

Fee Paying Assets Under Management

The following table reflects the changesim FPAUM from March 31, 2010 to June 30, 2010:

March 31, 2010 FPAUN $ 42,528,90
New Capital Raise 328,80(
Distributions (622,80()
Foreign Exchang (660,100
Change in Valui 68,60(

June 30, 2010 FPAU! $ 41,643,40
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FPAUM was $41.6 billion at June 30, 201dearease of $0.9 billion, or 2.1%, compared to.$48lion at March 31, 2010. The
decrease was primarily attributable to a $0.7dilldecrease from foreign exchange adjustmentsreigfodenominated commitments and
invested capital, as well as $0.5 billion of reddioms in our liquid credit separately managed aot®and $0.1 billion of distributions from
our private equity funds representing a reductibimeested capital associated with realization\aisti These decreases were partially offset
by $0.3 billion of new capital raised in our invegnt vehicles and separately managed accounts.

Uncalled Commitments

As of June 30, 2010, our investment furai$ $13.3 billion of remaining uncalled commitmethist could be called for investment in
new transactions.

Six months ended June 30, 2010 compared to six rher@nded June 30, 20(
Fees

Fees were $193.1 million for the six morghsled June 30, 2010, an increase of $102.5 mililempared to fees of $90.6 million for the
six months ended June 30, 2009. The increase waanly due to a $43.0 million increase in grogmsaction fees, reflecting an increase in
both the number of transaction-fee generating itnwests during the period and to a lesser extenavieeage fee received. During the six
months ended June 30, 2010 there were seven ttamstee generating investments, four of which heslin transaction fees for both the
private markets segment and the public markets eegas each segment funded a portion of the tafatal invested in these four
transactions. The total combined value of the tatisns was $5.2 billion. There were two transacfee generating investments during the
six months ended June 30, 2009 with a combinedaction value of $388 million. Transaction feesraggotiated separately for each
completed transaction based on the services tharewéde and also vary depending on the naturbefrivestment being made. In addition,
there was a $5.5 million non-recurring break-upridated to an unconsummated transaction includtidnagross transaction fees during the
six months ended June 30, 2010. Fees relatingderumiting, syndication, and other capital markssvices also increased by $35.4 million
due to an increase in the number of capital martkatsactions during the period. We completed t@amarkets transactions during the six
months ended June 30, 2010, as compared to twsaithons during the six months ended June 30, 28G&idition, during the six months
ended June 30, 2010, we earned incentive fees0o® $2illion from KFN as a result of KFN's financig¢rformance exceeding certain
required benchmarks. No such fees were earne@isithmonths ended June 30, 2009. Management lieesareased by $4.7 million, whi
was primarily the result of fees associated withiaie newly raised investment vehicles that beganiag fees in the six months ended
June 30, 2010 as well as fees earned from the B986 which were previously eliminated in consolidiatprior to the Transactions.

Expenses

Expenses were $893.9 million for the sixathg ended June 30, 2010, an increase of $691lidmitompared to expenses of
$202.5 million for the six months ended June 3@R20 he increase was primarily due to non-cashtgdpaised charges associated with the
issuance of interests in KKR Holdings to our pnyals, other employees, and operating consultanteliss allocations to our carry pool. |
the six months ended June 30, 2010, these itembeaesn $603.4 million of charges recorded in eoype compensation and benefits rela
to principals and other employees, and charge§6f8$million recorded in general, administratived ather expense relating to operating
consultants amounting. In addition, other employ@®mpensation and benefits expenses increased $illid due to: (i) a $9.2 million
increase in salaries and other benefits refledtiechiring of additional personnel in connectiothathe expansion of our business as well as
the inclusion
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of salaries relating to our Senior Principals il@Q@in the prior period, such salaries were refldcis capital distributions as a result of our
operating as a partnership prior to the Transas}idii) a $6.2 million increase in incentive compation reflecting the net effect of higher
expected compensation resulting from improved dvBnancial performance of our capital markets ananagement companies when
compared to the prior period and the hiring of &ddal personnel, partially offset by a reductioraccrued bonuses in 2010 as a result of
certain of our most senior employees receiving aamsption in the form of distributions from KKR Heids subsequent to the Transactions
(in the prior period, such compensation was bognEKR), and (iii) a $2.3 million increase in nonstastock based compensation expense
associated with equity grants received from KFNe Témainder of the increase in expenses is priynénd result of: (i) an increase in
transaction related expenses of $3.3 million aiteble to unconsummated transactions during thiedgh(ii) an increase in professional fees
of $2.4 million in connection with increased pri@aquity activity, and (iii) an increase of $2.7lion in foreign exchange losses on foreign
currency denominated transactions at our managecoempanies.

Net Gains (Losses) from Investment Activities

Net gains from investment activities we83$billion for the six months ended June 30, 2@t0increase of $1.8 billion compared to net
gains from investment activities of $1.5 billiorr the six months ended June 30, 2009. The incieaset gains (losses) from investment
activities was primarily driven by an increase @t realized gains (losses) that represented aamefgy the six months ended June 30, 20!
$0.5 billion compared with a net loss of $0.5 biflifor the six months ended June 30, 2009, respiltira net favorable variance in realization
activity from the prior period of $1.0 billion. Thecrease in net gains (losses) from investmeirixides from the prior period was also
attributable to net unrealized gains of $2.8 hillresulting primarily from increases in the markafue of our investment portfolio during the
six months ended June 30, 2010 compared to nealized gains of $2.0 billion during the six mon#reded June 30, 2009. This change ir
unrealized gains (losses) resulted in a net favenadriance in unrealized investment activity fréme prior period of $0.8 billion. The
majority of our net gains (losses) from investmacttvities are related to our private equity inmesits. The following is a summary of the
components of net gains (losses) from investmentiges:

Six Months
Ended June 30,
2010 2009
($ in thousands)
Realized Gain $ 707,060 $ 50,14:
Unrealized Losses from Sales o
Investments and Realization ¢
Gains(a) (668,039 (16,680)
Realized Losse (165,126 (561,42)
Unrealized Gains from Sales of
Investments and Realization ¢
Losses(b 190,41¢ 545,24
Unrealized Gains from Changes
Fair Value 4,816,31: 2,983,69!
Unrealized Losses from Change
in Fair Value (1,562,50)  (1,502,84)
Net Gains (Losses) fro
Investment Activities $ 3,318,12. $ 1,498,13

(@) Amounts represent the reversal of previously rezeghunrealized gains in connection with realizatio
events where such gains become realized.

(b)  Amounts represent the reversal of previously rezeghunrealized losses in connection with realirati
events where such losses become real
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Dividend Income

Dividend income was $590.3 million for tsi® months ended June 30, 2010, an increase of. B5dilion compared to dividend income
of $77.6 million for the six months ended JuneBW)9. During the six months ended June 30, 2010ea@ved $584.7 million of dividends
from three portfolio companies and an aggregat®bd@ million of comparatively smaller dividendstnmther investments. During the six
months ended June 30, 2009, we received $77.Jomillf dividends from two portfolio companies andaggregate of $0.5 million of
comparatively smaller dividends from other investtse

Interest Income

Interest income was $104.5 million for g#ile months ended June 30, 2010, an increase o6 $dilion, compared to interest income of
$58.9 million for the six months ended June 30,20Me increase primarily reflects an increasénélével of fixed income instruments in
our fixed income vehicles and our private equitytiotio.

Interest Expense

Interest expense was $24.0 million forghemonths ended June 30, 2010 a decrease of 8filigh compared to interest expense of
$42.4 million for the six months ended June 30,20he decrease was primarily due to lower avecaggtanding borrowings primarily
reflecting paydowns under our credit agreements.

Income (Loss) Before Taxes

Due to the factors described above, incbafere taxes was $3.2 billion for the six monthdexhJune 30, 2010, an increase of
$1.7 billion compared to income before taxes ob%illion for the six months ended June 30, 2009.

Net Income (Loss) Attributable to Noncontrolling Interests in Consolidated Entities

Net income attributable to noncontrollimgeirests in consolidated entities was $2.7 bilfaorthe six months ended June 30, 2010, an
increase of $1.5 billion compared to net incomgtattable to noncontrolling interests in consol@&thentities of $1.2 billion for the six mon
ended June 30, 2009. The increase primarily refleicther income attributable to noncontrolling ret#s, which was driven by the overall
changes in the components of net gains (losses) iffeestment activities and dividends describedrebo

Assets Under Management

The following table reflects the changesim AUM from December 31, 2009 to June 30, 2010:

December 31, 2009 AUI $ 52,204,20
New Capital Raise 1,102,401
Distributions (2,367,50)
Foreign Exchang (525,100
Change in Valui 3,984,301

June 30, 2010 AUN $ 54,398,30

AUM was $54.4 billion at June 30, 2010,rerease of $2.2 billion or 4.2%, compared to $5#libn at December 31, 2009. The
increase was primarily attributable to $3.6 billiomet unrealized gains in our private equity femesulting from changes in the market value
of our private equity portfolio companies and ad#llion increase in the net asset value of KFN eertain other
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fixed income vehicles. The net unrealized investngams in our private equity funds were drivemmarily by net unrealized gains of

$2.0 billion, $0.6 billion, $0.3 billion, $0.2 bidin, and $0.2 billion in our 2006 Fund, Millenniufand, European Fund, European Fund Il and
Asian Fund, respectively. Net unrealized gainslassges in all other private equity funds were mgnisicant during the period.

Approximately 29% of the net change in value in pravate equity funds for the six months ended BMme2010 was attributable to changes
in share prices of various publicly listed investrise The increased valuations of privately heldfpbo companies in the aggregate, genel
related to improvements in individual company parfance. The increase was also driven by $1.1 bithionew capital raised in our
investment vehicles and separately managed accollidse increases were partially offset by: (ijriistions from our private equity funds
totaling $1.4 billion comprised of $1.1 billion céalized gains and $0.3 billion of return of origiicost, (ii) $1.0 billion of redemptions
primarily in our liquid credit separately managed@unts, and (iii) $0.5 billion related to foreigrchange adjustments on foreign
denominated commitments to our funds.

Fee Paying Assets Under Management

The following table reflects the changesim FPAUM from December 31, 2009 to June 30, 2010:

December 31, 2009 FPAU $ 42,779,80
New Capital Raise 1,019,101
Distributions (1,726,10)
Foreign Exchang (953,500
Change in Valui 524,10(

June 30, 2010 FPAU! $ 41,643,40

FPAUM was $41.6 billion at June 30, 201dearease of $1.2 billion, or 2.7%, compared to.$48lion at December 31, 2009. The
decrease was primarily attributable to redemptadirsl.0 billion in our liquid credit separately naged accounts and $0.8 billion of
distributions in our private equity funds repressgia reduction of invested capital associated watilization activity. The decrease was also
attributable to $1.0 billion related to foreign Bange adjustments on foreign denominated commisreamd invested capital. Offsetting these
decreases were (i) $1.0 billion of new capitaledim our investment vehicles and separately mahageounts, and (ii) a $0.5 billion incre
in the net asset value of KFN and certain othexdiincome vehicles.

Uncalled Commitments

As of June 30, 2010, our investment furats $13.3 billion of remaining uncalled commitmethtat could be called for investment in
new transactions.

Segment Analysis

The following is a discussion of the resuf our three reportable business segments fahtke and six months ended June 30, 201!
2009. You should read this discussion in conjumctiith the information included under "—Basis oh&ncial Presentation—Segment
Results" and the consolidated and combined finhstaéements and related notes. included elsevihéhés filing.
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Private Markets Segmer

The following tables set forth informaticegarding the results of operations and certaindgsrating metrics for our Private Markets
segment for the three and six months ended Jur2030, and 2009.

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
Fees
Management and Incentive Fe
Management Fee $ 97,04¢ $ 106,45. $ 19520t $ 210,25
Incentive Fee — — — —
Total Management and
Incentive Fee 97,04¢ 106,45: 195,20¢ 210,25:
Net Monitoring and Transactic
Fees:
Monitoring Fees 20,51 20,95¢ 43,04 42,91
Transaction Fee 20,12¢ 10,40( 45,24; 10,40(
Total Fee Credit (13,877 (8,799 (23,949 (10,516
Net Transaction an
Monitoring Fees 26,76¢ 22,56( 64,33" 42,79¢
Total Fees 123,81« 129,01: 259,54 253,05:
Expense!
Employee Compensation and
Benefits 38,46: 34,59( 79,30: 70,98¢
Other Operating Expens 43,237 35,37¢ 81,90¢ 74,80¢
Total Expense 81,70( 69,96¢ 161,21. 145,79
Fee Related Earning 42,11« 59,04¢ 98,33: 107,25
Investment Incom
Gross Carried intere 228,41: 263,65( 551,25: 194,52!
Less: Allocation to KKR carry
pool (95,59 (4,86%) (194,83() (5,87))
Less: Management fee refur (17,9079 — (101,64 —
Net carried interes 114,90¢ 258,78! 254, 77¢ 188,65«
Other investment income (los (1,462 50,00¢ (4,056 24,53¢
Total Investment Incom 113,44° 308,79: 250,72( 213,19¢
Income (Loss) before Income
(Loss) Attributable to
Noncontrolling Interest 155,56: 367,84( 349,05: 320,45(
Income (Loss) Attributable to
Noncontrolling Interest 43€ — 18¢€ —
Economic Net Incom $ 155,12 $§ 367,84 $ 348,86! $ 320,45
Assets under management (peric
end) $ 41,031,110 $ 33,686,10 $ 41,031,10 $ 33,686,10
Fee paying assets under
management (period en $ 35,317,500 $ 40,252,20 $ 35,317,50 $ 40,252,20
Committed Dollars Investe $ 1,055,500 $ 562,90 $ 2,051,000 $ 580,90!
Uncalled Commitments (period
end) $ 11,901,110 $ 14,695,76 $ 11,901,10 $ 14,695,76

89




Table of Contents
Three months ended June 30, 2010 compared to thmemths ended June 30, 2009
Fees

Fees were $123.8 million for the three rherénded June 30, 2010, a decrease of $5.2 mitlich0%, from the three months ended
June 30, 2009. The decrease was primarily duebthzamillion decrease in management fees whichduasprimarily to the net result of the
following: (i) an $8.9 million decrease in managertiees associated with the exclusion of fees ebfmen KPE in the three months ended
June 30, 2010 as a result of the Combination Trimsaon October 1, 2009; (ii) a decrease of $3il6an relating to fee paying capital that
was transferred from a fee paying private equitydf(European Fund Ill) to a non-fee paying priveqeity fund (E2 Investors) subsequent to
the three months ended June 30, 2009; (iii) a 88ll®n net decrease due primarily to a reductiofee paying capital at our private equity
funds in connection with realization activity offd®y new fee paying capital raised; and (iv) anréase of $6.3 million associated with a
reduction in waived management fees during 201&efifing the net decrease in management fees wiasr@ase in gross transaction fees of
$9.7 million primarily reflecting the receipt ofreon-recurring breakyp fee relating to an unconsummated transactiédbdf million as well a
an increase in both the number of transaction-&®mting investments during the period and t@seleextent the average fee received.
During the three months ended June 30, 2010 there thiree transaction fee generating investmenktsarncombined transaction value of
$1.9 billion as compared to two transaction feeegeting investments during the three months ended 30, 2009 with a combined
transaction value of $388 million. Transaction faes negotiated separately for each completedacsing based on the services that we
provide and also vary depending on the natureefrtbestment being made. The increase in grossaction fees was partially offset by a
$5.1 million increase in credits earned by limiedtners under fee sharing arrangements in ouateriequity funds due primarily to the
increase in transaction fees.

Expenses

Expenses were $81.7 million for the thremnths ended June 30, 2010, an increase of $11lidmibr 16.8%, from the three months
ended June 30, 2009. The increase was due primar@y$7.9 million increase in operating expensdlecting the net result of the following:
(i) an increase in transaction related expens&df fillion attributable to unconsummated trangacstiduring the period from $2.1 million to
$5.2 million for the three months ended June 30920 June 30, 2010, respectively, (ii) an increaggofessional fees of $1.9 million in
connection with increased private equity activityg diii) an increase in foreign exchange lossefoogign currency denominated transactions
at our management companies of $2.3 million. Intasid employee compensation and benefits incre&8e@ million which was due to the
net effect of the following: (i) a $4.1 million inease in salaries and other benefits reflectindhitieg of additional personnel in connection
with the expansion of our business as well asribkision of salaries relating to our Senior Priatsgn 2010 (in the prior period, such sala
were reflected as capital distributions as a resfuliperating as a private partnership prior toThensactions), and (ii) a $0.2 million decrease
in incentive compensation due to the net effeet oéduction in bonus accruals in 2010 as a re$gkmain of our most senior employees
receiving compensation in the form of distributidrem KKR Holdings subsequent to the Transactidgms$he prior period, such compensai
was borne by KKR), partially offset by higher exfetcompensation for other employees in 2010 riegultom improved financial
performance of our private markets management coyngad increased headcount.

Fee Related Earnings

Fee related earnings in our Private Marketgment were $42.1 million for the three monthdeeinJune 30, 2010, a decrease of
$16.9 million, or 28.7%, from the three months ehdene 30, 2009. The decrease was due primarihetdecrease in fees and increase in
expenses as described above.
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Investment Income

Investment income was $113.4 million fog three months ended June 30, 2010, a decread®®#$million compared to investment
income of $308.8 million for the three months endade 30, 2009. For the three months ended Jur2Z030, investment income (loss) was
comprised of (i) net carried interest of $114.9ligml and (ii) other investment loss of $1.5 milliomhich was comprised primarily of losses
on settlement of foreign exchange contracts. THeviing table presents the components of net céiiriterest for the three months ended

June 30, 2010 and 2009.

Net Realized Gains (Losse
Net Unrealized Gains (Losse
Dividends and Intere:

Gross carried intere

Less: Allocation to KKR carry pot
Less: Management fee refur

Net carried interes

Three Months Ended
June 30,

2010 2009

($ in thousands)

$ 6845 $ (83,65

137,76( 332,67
22,20: 14,62«

228,41 263,65(

(9559) (4,869
(17,90) —

$ 114,90¢ $ 258,78!

Net realized gains (losses) for the threatims ended June 30, 2010 consists of the paalies ©f Dollar General Corporation and
Legrand Holdings S.A. Net realized gains (losses}He three months ended June 30, 2009 consi$ite efrite-off of our investment in

Masonite International, Inc.

The following table presents net unrealigadhs (losses) of carried interest by fund forttiree months ended June 30, 2010 and 2009.

2006 Func

Cc-Investment Vehicle

KKR E2 Investors (Annex Func
Asian Func

Millennium Fund

European Fun

1996 Fund(a

Total(a)

Three Months Ended
June 30,

2010 2009

($ in thousands)

$ 178,79¢ $ 63,70:

97¢ 14,37
32¢ —
(6,775 —
(9,881 176,40
(25,68)  51,02¢
— 27,16

$ 137,76( $ 332,67

(@)  The above table excludes any funds for which thexe no unrealized gains (losses) of carried istere
during either of the periods presented. For thegttmonths ended June 30, 2010 and 2009, thesalegclu
funds were the European Fund Il and European Hiinid laddition, subsequent to the Transactions, th
1996 Fund was no longer included in our resultstardefore no unrealized gains (losses) of carried
interest attributable to the 1996 Fund are includedhe three months ended June 30, 2!

For the three months ended June 30, 2@lBpaimately 14% of net unrealized gains were lattdble to increased share prices of
various publicly held investments, the most sigifit of which was Dollar General Corporation (NY$E3). Our private portfolio
contributed the remainder of the net unrealizedgighe most significant of which were East Resesirtnc. (energy sector) and
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HCA Inc. (healthcare sector). The increased vaduatiin the aggregate, generally related to impr@rés in individual company
performance and in the case of East Resourcesaiiriacrease that reflects the valuation of a iégemxecuted agreement to exit the
investment in the coming quarters.

For the three months ended June 30, 2@@®paimately 31% of net unrealized gains were lattable to increased share prices of
various publicly held investments, the most sigaifit of which were Legrand Holdings S.A. (ENXTPAR),. Rockwood Holdings, Inc.
(NYSE: ROC) and Sealy Corporation (NYSE: ZZ). Otivate portfolio contributed the remainder of thet nnrealized gains, the most
significant of which were KKR Debt Investors Sla (financial services sector), HCA Inc. (healtheaector) and Laureate Education, Inc.
(education sector). The increased valuations,ératigregate, generally related to both improvemantsgarket comparables and individual
company performance.

Dividend and interest income for the thmaenths ended June 30, 2010 consists primarilywéiends earned from HCA Inc. and
Legrand Holdings S.A. The amount of carried inteeasned during the three months ended June 30, f201those funds and vehicles eligi
to receive carried interest amounted to $237.5anillof which the carry pool was allocated apprcadety 40% with the remaining 60%
allocated to KKR and KKR Holdings based on thespexctive ownership percentages. The decreaseen iotrestment income (loss) of
$51.5 million relates primarily to the exclusioninfestment gains and losses on capital investaat oy behalf of the general partners of our
private equity funds subsequent to the Transacton®ctober 1, 2009. In connection with the Tratisas on October 1, 2009, all capital
invested by or on behalf of the general partheuofprivate equity funds was retained, and wascoaotributed to the KKR Group
Partnerships. Additionally, capital invested byoarbehalf of the general partners of our privatgéitgfunds subsequent to October 1, 2009 is
included in our capital markets and principal ati#g segment. Accordingly, returns on the aforetiomed invested capital are not include
our Private Markets segment information for perisdbsequent to October 1, 2009 and as such areahaded in our segment results for the
three months ended June 30, 2010.

Economic Net Income (Loss)

Economic net income in our Private Marketgment was $155.1 million for the three monthsdnhiine 30, 2010, a decrease of
$212.7 million compared to economic net income36&8 million for the three months ended June B092 The decreased investment
income described above was the main contributtitdgeriod over period decline in economic net imeo

Assets Under Management

The following table reflects the changesim Private Markets AUM from March 31, 2010 to 189, 2010.

March 31, 2010 AUN $ 40,943,10
New Capital Raise 184,90(
Distributions (811,800
Foreign Exchang (299,400
Change in Valut 1,014,301

June 30, 2010 AUMN $ 41,031,10

AUM in our Private Markets segment was $4illion at June 30, 2010, an increase of $0.lobi or 0.2%, compared to $40.9 billion
March 31, 2010. The increase was primarily attable to $1.0 billion of net unrealized gains rasglfrom changes in the market values of
our private equity portfolio companies, as welB8s2 billion in new capital raised relating printprio a
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new co-investment vehicle. The net unrealized itnaest gains in our private equity funds were dripgimarily by net unrealized gains of
$1.1 billion in our 2006 Fund which were partiatiffset by net unrealized losses of $0.1 billiomur European Fund Il. Net unrealized gains
and losses in all other private equity funds weresignificant during the period. Approximately 1@¥fsthe net change in value for the three
months ended June 30, 2010 was attributable togelsain share prices of various publicly listed stweents, notably an increase in Dollar
General Corporation (NYSE: DG). Our private poitiaiontributed the remainder of the change in valith the largest contributors being
unrealized gains relating to East Resources, érerfy sector) and HCA Inc. (healthcare sectorg. imbreased valuations in the aggregate,
generally related to improvements in individual gamy performance and in the case of East Resountesn increase that reflects the
valuation of a recently executed agreement tothgiinvestment in the coming quarters. The incr@asalue described above was partially
offset by distributions from our funds totaling 8@illion comprised of $0.6 billion of realized gaiand $0.2 billion of return of original cost,
as well as a $0.3 billion decrease related to goreixchange adjustments on foreign denominated donemts to our funds.

Fee Paying Assets Under Management

The following table reflects the changesim Private Markets FPAUM from March 31, 2010 tmd 30, 2010:

March 31, 2010 FPAUN $ 35,901,90
New Capital Raise 184,50(
Distributions (120,300
Foreign Exchang (660,100
Change in Valu 1,50(C

June 30, 2010 FPAU! $ 35,317,50

FPAUM in our Private Markets segment waS.$dillion at June 30, 2010, a decrease of $0liéj or 1.6%, compared to $35.9 billion
at March 31, 2010. The decrease was primarilybattaible to a $0.7 billion decrease related to fpreixchange adjustments on foreign
denominated commitments and invested capital asaselistributions of $0.1 billion in our privatguéty funds representing a reduction of
invested capital associated with realization aftivihese decreases were partially offset by nepitalaaised of $0.2 billion relating primar
to a new co-investment vehicle.

Committed Dollars Invested

Committed dollars invested were $1.1 hillfor the three months ended June 30, 2010, araserof $0.5 billion from the three months
ended June 30, 2009. The increase was due printaudly increase in the transaction volume of peiejuity investments closed during the
three months ended June 30, 2010 as comparedhgititee months ended June 30, 2009.

Uncalled Commitments

As of June 30, 2010, our Private Marketmsent had $11.9 billion of remaining uncalled calpiommitments that could be called for
investment in new transactions.

Six months ended June 30, 2010 compared to six rher@nded June 30, 20(
Fees

Fees were $259.5 million for the six morghsled June 30, 2010, an increase of $6.5 millin2,6%, from the six months ended
June 30, 2009. The increase was primarily due io@ease in gross transaction fees of $34.8 mifiomarily reflecting an increase in the
number of transaction-fee
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generating investments during the period and &ssdr extent the receipt of a non-recurring brgafee of $5.5 million relating to an
unconsummated transaction. During the six montldg@&dune 30, 2010 there were seven transactiayeferating investments with a
combined transaction value of $5.2 billion as coragdo two transaction fee generating investmeutsd the six months ended June 30,
2009 with a combined transaction value of $388iarill Transaction fees are negotiated separatelgegon completed transaction based ol
services that we provide and also vary dependinigp@mature of the investment being made. The &s&rén gross transaction fees was
partially offset by a $13.4 million increase in dits earned by limited partners under fee sharim@ngements in our private equity funds due
primarily to the increase in transaction fees.ddifon, management fees decreased $15.0 millienpdumarily to the net result of the
following: (i) a $17.0 million decrease in managertfees associated with the exclusion of fees ebfmoen KPE in the six months ended
June 30, 2010 as a result of the Combination Trimsaon October 1, 2009; (ii) a decrease of $6illian relating to fee paying capital that
was transferred from a fee paying private equitydf(European Fund Ill) to a non-fee paying privedeity fund (E2 Investors) subsequent to
the three months ended June 30, 2009; (iii) a 88&n net decrease due primarily to a reductioriee paying capital at our private equity
funds in connection with realization activity offd®y new fee paying capital raised; and (iv) arréase of $12.5 million associated with a
reduction in waived management fees during 2010.

Expenses

Total expenses were $161.2 million for $hemonths ended June 30, 2010, an increase of $dilion, or 10.6%, from the six months
ended June 30, 2009. The increase was primarilftalaa increase in employee compensation and lieméf$8.3 million which was due to
the net effect of the following: (i) a $9.9 millioncrease in salaries and other benefits refledtiechiring of additional personnel in
connection with the expansion of our business dsagedhe inclusion of salaries relating to our iBerincipals in 2010 (in the prior period,
such salaries were reflected as capital distrilgtas a result of operating as a private partrersior to the Transactions), and (ii) a
$1.6 million decrease in incentive compensationtduée net effect of a reduction in bonus accrira10 as a result of certain of our most
senior employees receiving compensation in the fofrdistributions from KKR Holdings subsequenthe fTransactions (in the prior period,
such compensation was borne by KKR), partiallyetffsy higher expected compensation for other engasyn 2010 resulting from the
improved financial performance of our private maskmanagement company and increased headcount&egalso increased as a result
$7.1 million increase in operating expenses raflgcthe net result of the following: (i) an increds transaction related expense of
$3.3 million from $4.6 million to $7.9 million fahe six months ended June 30, 2009 to June 30, 2€djiectively, attributable to
unconsummated transactions during the periodaifiincrease in professional fees of $2.4 milliosonnection with increased private equity
activity and (iii) an increase in foreign exchamggses on foreign currency denominated transactibosr management companies of
$2.7 million.

Fee Related Earnings

Fee related earnings in our Private Marketgment were $98.3 million for the six months ehdlene 30, 2010, a decrease of
$8.9 million, or 8.3%, from the six months endedel@0, 2009. The decrease was due primarily tinttrease in expenses as described
above.

94




Table of Contents
Investment Income

Investment income was $250.7 million fag #ix months ended June 30, 2010, an increase’/dd $3llion compared to investment
income of $213.2 million for the six months endede 30, 2009. For the six months ended June 3@, 20destment income (loss) was
comprised of (i) net carried interest of $254.8lignl and (ii) other investment loss of $4.1 milliamich was comprised primarily of losses on
foreign exchange contracts. The following tablespris the components of net carried interest stk months ended June 30, 2010 and
20009.

Six Months Ended

June 30,
2010 2009
($ in thousands)
Net Realized Gains (Losse $ 101,75¢ $ (83,65)
Net Unrealized Gains (Losse 362,45¢ 263,44(
Dividends and Intere! 87,03¢ 14,73¢
Gross carried intere 551,25: 194,52!
Less: Allocation to KKR carry pot (194,83() (5,87))
Less: Management fee refur (101,64 —
Net carried interes $ 254,77¢ $ 188,65:

Net realized gains (losses) for the six therended June 30, 2010 consists of the parties sdlDollar General Corporation, Legrand
Holdings S.A., Eastman Kodak Company and Avago felduies Limited. Net realized gains (losses) far $ix months ended June 30, 2009
consists of the write-off of our investment in Mage International, Inc.

The following table presents net unrealigadhs (losses) of carried interest by fund forgixemonths ended June 30, 2010 and 2009.

Six Months Ended

June 30,
2010 2009
($ in thousands)
2006 Func $ 260,05: $ 30,34:
Asian Func 33,51¢ —
Co-Investment Vehicle 30,02¢ 20,86¢
Millennium Fund 28,67: 152,40:
European Fun 9,83t 42,88
KKR E2 Investors (Annex Func 35¢ —
1996 Fund(a — 16,94¢
Total(a) $ 362,45¢ $ 263,44(

(@)  The above table excludes any funds for which thexe no unrealized gains (losses) of carried istere
during either of the periods presented. For thaersinths ended June 30, 2010 and 2009, these e”clude
funds were the European Fund Il and European Hiinid laddition, subsequent to the Transactions, th
1996 Fund was no longer included in our resultstardefore no unrealized gains (losses) of carried
interest attributable to the 1996 Fund are includedhe six months ended June 30, 2(

For the six months ended June 30, 2010 pappately 25% of net unrealized gains were attable to increased share prices of various
publicly held investments, the most significantdfich were Dollar General Corporation (NYSE: DGYdregrand Holdings S.A. (ENXTP;
LR). Our
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private portfolio contributed the remainder of tiet unrealized gains, the most significant of whiglre East Resources, Inc. (energy sector),
HCA Inc. (healthcare sector), and Alliance Bootslbhthealthcare sector). The increased valuationthd aggregate, generally related to
improvements in individual company performance inthe case of East Resources, Inc. an increaseettects the valuation of a recently
executed agreement to exit the investment in tihamg quarters.

For the six months ended June 30, 2009 pappately 26% of net unrealized gains were attable to increased share prices of various
publicly held investments, the most significantdfich was Legrand Holdings S.A. (ENXTPA: LR). Ouivate portfolio contributed the
remainder of the net unrealized gains, the mosiifgignt of which were HCA Inc. (healthcare sectdtyago Technologies Limited
(technology sector, private company until the thjugrter of 2009), Laureate Education, Inc. (edanatector), KKR Debt Investors S.ar.l.
(financial services sector) and Dollar General ©oaion (retail sector, private company until tbarth quarter of 2009). The increased
valuations, in the aggregate, generally relatdabth improvements in market comparables and indalidompany performance.

Dividend income for the six months endedeJ80, 2010 consists primarily of dividends earfrech HCA Inc., Visant Corporation and
Legrand Holdings S.A. The amount of carried inteeasned during the six months ended June 30, #31Bose funds and vehicles eligible
to receive carried interest amounted to $479.4ionillof which the carry pool was allocated apprcedaty 40% with the remaining 60%
allocated to KKR and KKR Holdings based on thespexctive ownership percentages. The decreaseen iotrestment income (loss) of
$28.6 million relates primarily to the exclusioninfestment gains and losses on capital investeat oy behalf of the general partners of our
private equity funds in 2010. In connection witle firansactions on October 1, 2009, all capitalstee by or on behalf of the general
partners of our private equity funds was retairzed was not contributed to the KKR Group Partn@shhdditionally, capital invested by or
on behalf of the general partners of our privateitgqfunds subsequent to October 1, 2009 is inadudeour capital markets and principal
activities segment. Accordingly, returns on thigasted capital are not included in our private ratglsegment information for periods
subsequent to October 1, 2009.

Economic Net Income (Loss)

Economic net income in our Private Markegtgment was $348.9 million for the six months endigte 30, 2010, an increase of
$28.4 million, or 8.9%, compared to economic nebime of $320.5 million for the six months endedel@A, 2009. The increased investment
income described above was the main contributtitdgeriod over period increase in economic nenme

Assets Under Management

The following table reflects the changesim Private Markets AUM from December 31, 2009u0e 30, 2010.

December 31, 2009 AUI $ 38,842,90
New Capital Raise 542,40(
Distributions (1,405,00)
Foreign Exchang (525,100
Change in Valui 3,575,901

June 30, 2010 AUM $ 41,031,10

AUM in our Private Markets segment was $4illion at June 30, 2010, an increase of $2.liobil or 5.6%, compared to $38.8 billion
December 31, 2009. The increase was primarilybattable to $3.6 billion of net unrealized gainwuiesg from changes in the market values
of our private equity portfolio companies, as vadl$0.5 billion in new capital raised relating pamity to our
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natural resources initiative as well as a new pejuity co-investment vehicle. The net unrealin@dstment gains in our private equity
funds were driven primarily by net unrealized gash$2.0 billion, $0.6 billion, $0.3 billion, $0&illion, and $0.2 billion in our 2006 Fund,
Millennium Fund, European Fund, European Fund &l Asian Fund, respectively. Net unrealized gairglasses in all other private equity
funds were not significant during the period. Appnoately 29% of the net change in value for themsbnths ended June 30, 2010 was
attributable to changes in share prices of varmusicly listed investments, notably increases oll@&r General Corporation (NYSE: DG) and
Legrand Holdings S.A. (ENXTPA: LR). Our private ffofio contributed the remainder of the changeatue, with the largest contributors
being unrealized gains relating to East Resoutnes(energy sector) and HCA Inc. (healthcare sg¢clte increased valuations, in the
aggregate, generally related to improvements iividdal company performance and in the case of Rasburces, Inc. an increase that
reflects the valuation of a recently executed agexg to exit the investment in the coming quartéhe increase in value described above
partially offset by distributions from our fundgabng $1.4 billion comprised of $1.1 billion ofakzed gains and $0.3 billion of return of
original cost, as well as $0.5 billion related ¢oefign exchange adjustments on foreign denomiraietnitments to our funds.

Fee Paying Assets Under Management

The following table reflects the changesim Private Markets FPAUM from December 31, 2G®9une 30, 2010:

December 31, 2009 FPAU $ 36,484,40
New Capital Raise 534,50(
Distributions (763,60()
Foreign Exchang (953,500
Change in Valui 15,70(

June 30, 2010 FPAU! $ 35,317,50

FPAUM in our Private Markets segment waS.$dillion at June 30, 2010, a decrease of $1lidji or 3.2%, compared to $36.5 billion
at December 31, 2009. The decrease was primatilipuetable to a $1.0 billion decrease related teiffn exchange adjustments on foreign
denominated commitments and invested capital alsaselistributions of $0.8 billion in our privateuty funds representing a reduction of
invested capital associated with realization aftivihese decreases were partially offset by nepitaaaised of $0.5 billion relating primar
to our natural resources initiative as well as\a pdvate equity co-investment vehicle.

Committed Dollars Invested

Committed dollars invested were $2.1 hillfor the six months ended June 30, 2010, an isered$1.5 billion from the six months
ended June 30, 2009. The increase was due print@dy increase in the transaction volume of pe\aiuity investments closed during the
first six months of 2010 as compared with the fiistmonths of 2009.

Uncalled Commitments

As of June 30, 2010, our Private Marketmsent had $11.9 billion of remaining uncalled calpiommitments that could be called for
investment in new transactions.
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Public Markets Segmer

The following tables set forth informaticegarding the results of operations and certaindgerating metrics for our Public Markets

segment for the three and six months ended Jur2030, and 2009.

Fees
Management and Incentive Fe
Management Fee
Incentive Fee
Total Management and
Incentive Fee
Net Transaction Fee
Transaction Fee
Total Fee Credit
Net Transaction Fee
Total Fee:
Expense!
Employee Compensation and
Benefits
Other Operating Expens
Total Expense
Fee Related Earning
Investment Incom
Gross Carried intere
Less: Allocation to KKR carry
pool
Net carried interes
Other investment income (los
Total Investment Income
(loss)

Income (Loss) before Income
(Loss) Attributable to
Noncontrolling Interest

Income (Loss) Attributable to
Noncontrolling Interest

Economic Net Incom

Assets under management (peric
end)

Fee paying assets under
management (period en

Committed Dollars Investe

Uncalled Commitments (period
end)

Three Months Ended

Six Months Ended

June 30, June 30,
2010 2009 2010 2009

$ 13,62 $ 11,977 $ 26,49: $ 24,04
8,35( — 20,85( —

21,97: 11,97, 47,34: 24,04

2,33( — 8,15: —
(1,406 — (5,596 —

924 — 2,551 —

22,891 11,97 49,89¢ 24,04¢

7,47¢ 5,89¢ 14,61¢ 11,51¢

3,67: 4,60¢ 7,83¢ 10,72¢

11,147 10,49¢ 22,45« 22,24«
11,75( 1,47¢ 27,44 1,801

1,081 — 1,452 —

(432) — (581) —

64¢ — 871 —

(126) (1,419 382 (2,079

528 (1,41)) 1,25¢ (2,07))

12,27: 67 28,69¢ (269)

11C — 25t —

$ 12,16: $ 67 $ 28,44: $ (269)
$ 13,367,200 $ 13,179,70 $ 13,367,20 $ 13,179,70
$ 6,325,900 $ 5,266,900 $ 6,325,900 $ 5,266,90!
$ 57,70C $ — 3 204,90( $ =
$ 1,363,100 $ — $ 1,363,100 $ —
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Three months ended June 30, 2010 compared to thmemths ended June 30, 2009
Fees

Our Public Markets segment earned fee2af%million for the three months ended June 3@02@n increase of $10.9 million, or
90.8% compared to fees of $12.0 million for theethmonths ended June 30, 2009. The increase ianiyirthe result of an $8.4 million
incentive fee earned from KFN as a result of KHiancial performance exceeding certain requiratthenarks during the three months
ended June 30, 2010. No such fee was earned thrgemonths ended June 30, 2009. In additionPabtic Markets segment earned
$2.3 million of gross transaction fees in the threanths ended June 30, 2010, of which $1.4 mil@as subject to a credit earned by limited
partners under fee sharing arrangements in ouidPMialrkets investment vehicles. During the threethe ended June 30, 2010, there was
two transaction fee-generating investments wittaasaction value of $560 million. There were nasection fee-generating investments
during the three months ended June 30, 2009. Tciosdees are negotiated separately for each aaagbkransaction based on the services
that we provide and also vary depending on thereatnd size of the investment being made.

Expenses

Total expenses in our Public Markets segmeme $11.1 million for the three months endedeJa®, 2010, an increase of $0.6 million,
or 5.7% from the three months ended June 30, Z0@®increase was primarily due an increase in eyeglcompensation and benefits
expense of $1.6 million related primarily to anrgese in incentive compensation due to higher eégddmnuses in 2010 resulting from
improved overall financial performance of our PatMarkets management company when compared taritveperiod, as well as the hiring
of additional personnel.

Fee Related Earnings

Fee related earnings in our Public Marketsment were $11.8 million for the three monthseeniline 30, 2010, an increase of
$10.3 million compared to fee related earningslob$nillion for the three months ended June 30920Be increase was due primarily to the
increase in fees as described above.

Investment Income (Loss)

Our Public Markets segment had investmeetime of $0.5 million for the three months endeneJ80, 2010, an increase of $1.9 million
from the three months ended June 30, 2009. Theaserwas primarily driven by net carried intereshed from our Public Markets
investment vehicles due to favorable performandéémperiod ended June 30, 2010.

Economic Net Income

Economic net income in our Public Marketgraent was $12.2 million for the three months entlete 30, 2010, an increase of
$12.1 million compared to economic net income afl$dillion for the three months ended June 30, 200@ increase in fee related earnings
described above was the main contributor to thevgexver period increase in economic net income.
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Assets Under Management

The following table reflects the changesim Public Markets AUM from March 31, 2010 to Jute 2010:

March 31, 2010 AUN $ 13,765,60
New Capital Raise 144,70(
Distributions (512,500
Change in Valu (30,600

June 30, 2010 AUN $ 13,367,20

AUM in our Public Markets segment was $1i&lHon at June 30, 2010, a decrease of $0.4dbijlor 2.9%, compared to $13.8 hillion at
March 31, 2010. This decrease was driven primagi0.5 billion of redemptions in our liquid crediparately managed accounts. This
decrease was partially offset by $0.1 billion invreapital raised in our Public Markets investmentds and separately managed accounts.

Fee Paying Assets Under Management

The following table reflects the changesim Public Markets FPAUM from March 31, 2010 tmd80, 2010:

March 31, 2010 FPAUN $ 6,627,00
New Capital Raise 144,30(
Distributions (512,500
Change in Valu 67,10(

June 30, 2010 FPAU! $ 6,325,90

FPAUM in our Public Markets segment was34illion at June 30, 2010, a decrease of $0.®hillor 4.5%, compared to $6.6 billion at
March 31, 2010. This decrease was primarily drivei$0.5 billion of redemptions in our liquid credi&parately managed accounts. This
decrease was partially offset by $0.1 billion imneapital raised in our Public Markets investmemtds and separately managed accounts as
well as a $0.1 billion increase in the net assktevaf KFN.

Uncalled Commitments

As of June 30, 2010, our Public Marketsnsegt had $1.4 billion of remaining uncalled capitatnmitments that could be called for
investment in new transactions.

Six months ended June 30, 2010 compared to six rher@nded June 30, 20(
Fees

Our Public Markets segment earned fee8f%million for the six months ended June 30, 2@tlincrease of $25.9 million, or 107.9%
compared to $24.0 million for the six months endede 30, 2009. The increase is primarily the resfub20.9 million of incentive fees earr
from KFN as a result of KFN's financial performamceeeding certain required benchmarks in the simths ended June 30, 2010. No such
fees were earned during the six months ended Jyr2089. In addition, our Public Markets segmemhed $8.2 million of gross transaction
fees in the six months ended June 30, 2010, oftwiic6 million was subject to a credit earned byited partners under fee sharing
arrangements in our Public Markets investment yebiduring the six months ended June 30, 2010e there four transaction fee-
generating investments with a combined transactidne of $1.7 billion. There were no transactioe-enerating investments during the six
months ended
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June 30, 2009. Transaction fees are negotiatedagefyafor each completed transaction based osehéces that we provide and also vary
depending on the nature and size of the investimeing made.

Expenses

Total expenses in our Public Markets segmeme $22.5 million for the six months ended J88e2010, an increase of $0.2 million, or
0.9%, from the six months ended June 30, 2009.fidrease was primarily due to an increase in engga@ompensation and benefits expe
of $3.1 million related primarily to an increaseimeentive compensation resulting from improvedralldinancial performance of our Public
Markets management company when compared to thepgeftiod, as well as the hiring of additional pensel. Partially offsetting the incre:
in employee compensation expense was a decreasieeinoperating expenses of $2.9 million, which Veagely due to expense reductions
across the segment.

Fee Related Earnings

Fee related earnings in our Public Markegment were $27.4 million for the six months endiete 30, 2010, an increase of
$25.6 million compared to fee related earningslo8%$nillion for the six months ended June 30, 200 increase was due primarily to the
increase in fees as described above.

Investment Income (Loss)

Our Public Markets segment had investmeetime of $1.3 million for the six months ended J88e2010, an increase of $3.4 million
compared to an investment loss of $2.1 milliontfar six months ended June 30, 2009. The increasefraarily driven by net carried
interest earned during the six months ended Jun2@® as a result of the favorable performancauofinvestment vehicles, as well as an
increase in the market value of KFN shares thahold.

Economic Net Income

Economic net income in our Public Markeggraent was $28.4 million for the six months endg®J30, 2010, an increase of
$28.7 million compared to an economic net loss®8$nillion for the six months ended June 30, 200 increase in fee related earnings
described above was the main contributor to thevgexver period increase in economic net income.

Assets Under Management

The following table reflects the changesim Public Markets AUM from December 31, 2009uoe 30, 2010:

December 31, 2009 AUI $ 13,361,30
New Capital Raise 560,00(
Distributions (962,50()
Foreign Exchang —
Change in Valu 408,40(

June 30, 2010 AUN $ 13,367,20

AUM in our Public Markets segment was $1i3ildon at June 30, 2010, essentially flat fromdember 31, 2009. Activity during the
period included $0.6 billion in new capital raisacdur Public Markets investment funds and sepbrat@naged accounts as well as a
$0.4 billion increase in the net asset value of Kfd certain other fixed income vehicles, largdfget by $1.0 billion of redemptions
primarily in our liquid credit separately manageda@unts.
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Fee Paying Assets Under Management

The following table reflects the changesim Public Markets FPAUM from December 31, 2009uoe 30, 2010:

December 31, 2009 FPAU $ 6,295,40
New Capital Raise 484,60(
Distributions (962,50()
Foreign Exchang —
Change in Valu 508,40(

June 30, 2010 FPAU! $ 6,325,901

FPAUM in our Public Markets segment was34illion at June 30, 2010, essentially flat frorad@mber 31, 2009. Activity during the
period included $0.5 billion in new fee paying dapraised in our Public Markets investment fundd aeparately managed accounts as well
as a $0.5 billion increase in the net asset vall@dl and certain other fixed income vehicles, &Eygoffset by $1.0 billion of redemptions
primarily in our liquid credit separately managed@unts.

Uncalled Commitments

As of June 30, 2010, our Public Marketsnsegt had $1.4 billion of remaining uncalled capitatnmitments that could be called for
investment in new transactions.

Capital Markets and Principal Activities Segment

The following table sets forth informaticegarding the results of operations and certaindgsrating metrics for our Capital Markets
and Principal Activities segment for the three aidmonths ended June 30, 2010 and 2009. The Cofarkets and Principal Activities
segment was formed upon completion of the Tranmagtby combining our capital markets business thighassets and liabilities of KPE. As
a result, we have reclassified the results of apital markets business since inception into tbggreent.
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Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
Fees
Management and Incentive Fe
Management Fee $ —$ — 3 — 3 —
Incentive Fee — — — —
Total Management and Incentive F — — — —
Net Monitoring and Transaction Fe:
Monitoring Fees — — — —
Transaction Fee 14,98: 3,97¢ 39,58( 4,167
Total Fee Credit — — — —
Net Transaction and Monitoring Fe 14,98: 3,97¢ 39,58( 4,16
Total Fees 14,98 3,97¢ 39,58( 4,167
Expense:!
Employee Compensation and Bene 3,49¢ 2,447 7,76¢ 4,69¢
Other Operating Expens 2,017 1,50¢ 3,867 2,59¢
Total Expense 5,511 3,952 11,63: 7,292
Fee Related Earning 9,47: 24 27,94¢ (3,127
Investment Incom
Gross Carried intere — — — —
Less: Allocation to KKR carry pot — — — —
Net carried interes — — — —
Other investment income (los 256,61¢ (965)  703,40° (2,282)
Total Investment Income (los 256,61¢ (965)  703,40° (2,282
Income (Loss) before Income (Loss) Attributable
Noncontrolling Interest 266,09: (941)  731,35¢ (5,409
Income (Loss) Attributable to Noncontrolling
Interests 32¢ 34 80¢ (55)
Economic Net Incom $ 265,760 $ (97F) $ 730,54 $ (5,359

Three months ended June 30, 2010 compared to thmemths ended June 30, 2009
Fees

Fees in our Capital Markets and Principetiities segment were $15.0 million for the threenths ended June 30, 2010, an increase of
$11.0 million, from the three months ended June2809. The increase was due primarily to an ineéashe number of capital markets
transactions during the period. We completed el@agital markets transactions in the three montidlee June 30, 2010 which earned
underwriting, syndication and other capital marlssgsrices fees, as compared to one transactidreithtee months ended June 30, 2009.
While each of the capital markets transactionswreatindertake in this segment is separately negdtiaur fee rates are generally higher
respect to underwriting the offerings of equitygétes than with respect to the issuance of debuisties, and the amount of fees that we
collect for like transactions generally correlatgth overall transaction sizes. Our capital markrisiness is dependent on the overall capital
markets environment, which is influenced by eqpitiges, credit spreads and volatility.
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Expenses

Total expenses were $5.5 million for theethmonths ended June 30, 2010, an increase ofifillidh, or 39.4%, from the three months
ended June 30, 2009. The increase was primarilyalaeb1.0 million increase in employee compensadiod benefits expense relating
primarily to an increase in incentive compensatiftecting improved overall financial performandeoar capital markets business and, to a
lesser extent, an increase in headcount. In additiher operating expenses increased by $0.50midls a result of higher professional fees
and administrative costs resulting from the incegascapital markets activity.

Fee Related Earnings

Fee related earnings in our Capital Markeis Principal Activities segment were $9.5 millfon the three months ended June 30, 2010,
an increase of $9.5 million, as compared to feateel earnings of less than $0.1 million duringttiree months ended June 30, 2009. The
increase was due primarily to the increase in ésedescribed above.

Investment Income (Loss)

Investment income was $256.6 million fog three months ended June 30, 2010, an incre&25@f6 million as compared to investm
loss of $1.0 million for the three months endedel8@, 2009. The second quarter 2010 amounts phmefiect $302.4 million of net
unrealized gains, $29.3 million of dividend incor8&,4 million of net interest income and $76.5 ioillof net realized losses. The net
unrealized gains were comprised of $185.7 millibnet unrealized appreciation of private equityastments and $116.7 million of net
appreciation of other investments (total net urizedl gains included a reversal of previously reedrdnrealized losses of $83.2 million
related to the sale and write-off of investmeni&t realized losses were comprised of $59.5 millibrealized gains from the sale of certain
private equity investments, and $136.0 millionedlized losses from the sale and write-off of otheestments. The second quarter 2009
amounts did not include the results of the assfaieed from KPE since the Transactions were cotaglen October 1, 2009. Accordingly,
the second quarter of 2009 amounts primarily réflgerest expense at our capital markets busimessnnection with our KCM Credit
Agreement.

Economic Net Income (Loss)

Economic net income in our Capital Markatsl Principal Activities segment was $265.8 millfonthe three months ended June 30,
2010 as compared to an economic net loss of $ll@mior the three months ended June 30, 2009.ifitwease in investment income as
described above was the main contributor to theeae in economic net income.

Six months ended June 30, 2010 compared to six rhemnded June 30, 20(
Fees

Fees in our Capital Markets and Principetivities segment were $39.6 million for the sixmtits ended June 30, 2010, an increase of
$35.4 million, as compared to $4.2 million for #ig months ended June 30, 2009. The increase wadn increase in the number of
capital markets transactions during the period.cdfapleted 25 capital markets transactions duriegsth months ended June 30, 2010, as
compared to two transactions during the six moatided June 30, 2009. While each of the capital etatkansactions that we undertake in
this segment is separately negotiated, our fes mtegenerally higher with respect to underwritimg offerings of equity securities than with
respect to the issuance of debt securities, andrtiwnt of fees that we collect for like transawsigenerally correlates with overall
transaction sizes. Our capital markets business is
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dependent on the overall capital markets environywemich is influenced by equity prices, creditesgas and volatility.
Expenses

Total expenses were $11.6 million for thensonths ended June 30, 2010, an increase ofr#ilidn, or 59.5%, from the six months
ended June 30, 2009. The majority of the increaseammprised of a $3.1 million increase in emplay@®@pensation and benefits expense
resulting from an increase in salaries and accbosdises in the six month period ended June 30, 20ddénnection with increased revenues
when compared to the prior period. In additioneothperating expenses increased by $1.3 milliomaily as a result of higher professional
fees and administrative costs resulting from tloegase in capital markets activity.

Fee Related Earnings

Fee related earnings in our Capital Markeis Principal Activities segment were $27.9 millfor the six months ended June 30, 2010,
an increase of $31.1 million, as compared to fésed losses of $3.1 million during the six montinsled June 30, 2009. The increase wa
primarily to the increase in fees as described abov

Investment Income (Loss)

Investment income was $703.4 million fog #ix months ended June 30, 2010, an increasedaf BTillion as compared to investment
loss of $2.3 million for the six months ended J80e2009. The year to date 2010 amounts primeeflgct $649.7 million of net unrealized
gains, $121.7 million of dividend income, $0.3 moifl of net interest income and $68.3 million of relized losses. The net unrealized gains
were comprised of $478.0 million of net unrealizggbreciation of private equity investments and $2illion of net appreciation of other
investments (total net unrealized gains includeglvarsal of previously recorded unrealized los$e& 5.5 million related to the sale and
write-off of investments). Net realized losses weseprised of $66.2 million of realized gains frtime sale of certain private equity
investments, and $134.5 million of realized lodses the sale and write-off of other investmentise year to date 2009 amounts did not
include the results of the assets acquired from KiREe the Transactions were completed on Octop20d9. Accordingly, the year to date
2009 amounts primarily reflect interest expenseuatcapital markets business in connection withkl@M Credit Agreement.

Economic Net Income (Loss)

Economic net income in our Capital Markatsl Principal Activities segment was $730.5 millfonthe six months ended June 30, 2010
as compared to an economic net loss of $5.4 mifbothe six months ended June 30, 2009. The isereainvestment income as described
above was the main contributor to the increasedmemic net income.
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Segment Partners' Capite
The following table presents our segmesattieshent of financial condition as of June 30, 2010:

As of June 30, 2010
Capital Markets

Private Public and Principal Total
Markets Markets Activities Reportable
Segment Segment Segment Segments
Cash and Cash Equivalel $ 159,13: $ 13,84 $ 335,15. $ 508,12
Investmentt — — 4,450,14 4,450,14
Unrealized Carn 360,52( 872 — 361,39:
Other Asset: 124,22: 56,06¢ 30,62: 210,91(
Total Assets $ 643,87 $ 70,78. $ 4,81591' $ 5,530,57!
Debt Obligation: $ — $ — 8 314,05: $ 314,05:
Other Liabilities 123,60:- 11,57( 31,42¢ 166,60(
Total Liabilities 123,60: 11,57( 345,47 480,65:
Noncontrolling interest (1,057%) 222 19,41 18,57¢
Partners' Capite $ 521,32° $ 58,99( $ 4,451,020 $ 5,031,34!
Total Reportable Segments Partners' Capital $ 5,031,34
Intangible Assets and Oth (7,019
Total KKR Group Partnerships Partners' Capital 5,024,32i
Cumulative No-Cash Equity Contributions Allocable to KKR Holdin (1,043,15)
Cumulative Distributions from KKR Group Partnersh 234,45:
Total Partners' Capital Allocable to Equity Holders 4,215,62!
KKR & Co. L.P. Interest in KKR Group Partnersh 30%
Subtotal $ 1,264,68
Impact of KKR Management Holdings Corp. Eqt (75,280)
Cumulative Distributions Received by KKR Managemidotdings Corp. fron
KKR Group Partnershig (76,567
Total KKR & Co. L.P. Partners' Capital $ 1,112,84

Liquidity

We have managed our historical liquiditg @apital requirements by focusing on our cash sltefore the consolidation of our funds
and the effect of normal changes in short termtass® liabilities, which we anticipate will be ted for cash within one year. Our primary
cash flow activities on an unconsolidated basislver. (i) generating cash flow from operations) ¢ienerating income from investment
activities; (i) funding capital commitments thae have made to our funds; (iv) funding our growikiatives; (v) distributing cash flow to
our owners; and (vi) borrowings and repayments unckdit agreements.

Sources of Casl

Our principal source of cash consists shcand cash equivalents contributed to the KKR @iartnerships as part of the Transactions.
We will also receive cash from time to time fron):qur operating activities, including the feesreat from our funds, managed accounts,
portfolio companies, capital markets transactiarg @her investment products; (i) realizationscarried interest from
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our investment funds; (iii) realizations from pripal investments; and (iv) borrowings under ouddréacilities described below.

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 ated (e.g., sale of a portfolio company, divideett,); (ii) the vehicle has achieved positive
overall investment returns since its inception; @iidall of the cost has been returned to investwith respect to investments with a fair ve
below remaining cost.

We have access to funding under variouditcfacilities that we have entered into with mdjoancial institutions. The following is a
summary of the principal terms of these facilities:

. In February 2008, the management company for duaterequity funds entered into a credit agreemétiit a major financial
institution providing for revolving borrowings opuo $1.0 billion with a $50.0 million sublimit fawingline notes and a
$25.0 million sublimit for letters of credit refex to as our "Corporate Credit Agreement”. The Gxaie Credit Agreement
a term of five years that expires on February 24,32 As of June 30, 2010, $98.0 million was outdiiagy under this facility
and the interest rate on such borrowings was appeigly 0.8% as of June 30, 2010.

. In February 2008, the holding company for our apitarkets business entered into a credit agreewimta major financial
institution referred to as our "KCM Credit AgreertieThe KCM Credit Agreement provides for revolvibgrrowings of up to
$500.0 million. This facility has a term of five ases that expires in February 2013. As of June 8Q02there were no
borrowings outstanding under this agreement. Bamgsvunder this facility may only be used for oapital markets business.

. In June 2007, KPE's investment partnership enteted five-year revolving credit agreement withyadicate of lenders
referred to as our "Principal Credit Agreement"eRrincipal Credit Agreement provides for up to %@2million of senior
secured credit, subject to availability under artwaing base determined by the value of certainstments pledged as
collateral security for obligations under the agneat. The borrowing base is subject to certainstment concentration
limitations and the value of the investments caastig the borrowing base is subject to certainaade rates based on type of
investment. In September 2009, a wholly owned slidasi of KKR assumed $65.0 million of commitmerdshe Principal
Credit Agreement from one of the lenders undeatfreement. This transaction effectively reduced kkdrailability under
the Principal Credit Agreement to $860.0 millionanonsolidated basis. As of June 30, 2010, tleednt rates on borrowings
under the credit agreement ranged from 1.1% to hB&8owe had $216.1 million of borrowings outstagdin

From time to time, we may borrow amountsatisfy general short-term needs of our busings¥pkning short-term lines of credit with
established financial institutions. These amourgsganerally repaid within 30 days, at which timersshort-term lines of credit would close.
There were no such borrowings as of June 30, 2010.
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Liquidity Needs

We expect that our primary liquidity need# consist of cash required to: (i) continue t@y our business, including funding our cag
commitments made to existing and future funds amydnet capital requirements of our capital marketspanies; (ii) service debt
obligations, including any contingent liabilitigsat may give rise to future cash payments; (iijdcash operating expenses; (iv) pay amounts
that may become due under our tax receivable agneewith KKR Holdings; and (v) make cash distrilous in accordance with our
distribution policy. We may also require cash todicontingent obligations including those undemtlack and neless sharing arrangemer
See "—Liquidity—Contractual Obligations, Commitmg@ind Contingencies on an Unconsolidated Basis.b&lieve that the sources of
liquidity described above will be sufficient to fllour working capital requirements for the nexté@nths.

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 commitmentsimdlfclosing. In addition, as a result of
the Transactions, we are responsible for the ued@bmmitments once attributable to KPE's investrpartnership as a partner in our private
equity funds. The following table presents our Ulecacommitments to our active investment fundsfadune 30, 2010:

Uncalled
Commitments

Private Markets Segment

2006 Func $ 414,63
European Il Func 384,08
Asian Func 171,25
E2 Investors (Annex Fun( 29,29¢
Natural Resources 7,50(
Other Private Markets Commitmer 34¢
Total Private Markets Commitmer 1,007,11.
Public Markets Segment
Mezzanine Funi 45,00(
Capital Solutions Vehicle 18,70(
Total Public Markets Commitmen 63,70(
Total Uncalled Commitmen $ 1,070,81.

Historically, we have funded commitmentshadash from operations that otherwise would b#iliged to our principals. We expect to
fund future commitments with available cash, prasefeom realizations of principal assets and osloerrces of liquidity available to us.

We and our intermediate holding comparngaxable corporation for U.S. federal income taxposes, may be required to acquire KKR
Group Partnership Units from time to time pursuanur exchange agreement with KKR Holdings. KKRndgement Holdings L.P. intends
to make an election under Section 754 of the laleRevenue Code in effect for each taxable yearmich an exchange of KKR Group
Partnership Units for common units occurs, whicly mesult in an increase in our intermediate holdingnpany's share of the tax basis of the
assets of the KKR Group Partnerships at the timenafxchange of KKR Group Partnership Units. Certdithese exchanges are expected to
result in an increase in our intermediate holdiompany's share of the tax basis of the tangibleimadgible assets of the KKR Group
Partnerships, primarily attributable to a portidriree goodwill inherent in our business, that wontd otherwise have been available. This
increase in tax basis may increase depreciatioraamaitization deductions for tax purposes and fthezeeduce the amount of
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income tax our intermediate holding company woulteowise be required to pay in the future. Thiséase in tax basis may also decrease
gain (or increase loss) on future dispositionsesfain capital assets to the extent tax basiddsated to those capital assets.

We have entered into a tax receivable agee¢ with KKR Holdings requiring our intermediatel¢ing company to pay to KKR
Holdings or transferees of its KKR Group Partngydbinits 85% of the amount of cash savings, if amy).S. federal, state and local income
tax that the intermediate holding company actuablizes as a result of this increase in tax basisyell as 85% of the amount of any such
savings the intermediate holding company actualifizes as a result of increases in tax basistisg due to future payments under the
agreement. A termination of the agreement or agdaf control could give rise to similar paymenasdd on tax savings that we would be
deemed to realize in connection with such everigs payment obligation is an obligation of our imbediate holding company and not of
either KKR Group Partnership. As such, the castridigions to common unitholders may vary from tesklof KKR Group Partnership Units
(held by KKR Holdings and others) to the extentmpants are made under the tax receivable agreetioesedling holders of KKR Group
Partnership Units. As the payments reflect actaakavings received by KKR entities, there may bmang difference between the tax
savings received by KKR entities and the cash payste selling holders of KKR Group Partnershiptgni

We expect our intermediate holding comptanlgenefit from the remaining 15% of cash saviifgany, in income tax that it realizes. In
the event that other of our current or future stilasies become taxable as corporations and acklire Group Partnership Units in the
future, or if we become taxable as a corporatiorif&®. federal income tax purposes, we expectdhelh will become subject to a tax
receivable agreement with substantially similamizr

We intend to make quarterly cash distritmgiin amounts that in the aggregate are expeateahistitute substantially all of the cash
earnings of our asset management business in eatassounts determined by our managing partner, KikaRagement LLC, to be necess
or appropriate to provide for the conduct of ousihass, to make appropriate investments in ounbagsiand our investment funds and to
comply with applicable law and any of our debtiinstents or other agreements. We do not intendstoilalite gains on principal investmer
other than certain tax distributions, if any, te #xtent that distributions for the relevant taaryeere otherwise insufficient to cover certain
tax liabilities of our partners, as calculated Isy u

Contractual Obligations, Commitments and Contingées 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 June 30, 2010 on an unconsalidasss.

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

Uncalled commitments to investmu

funds(1) $ 1,070.( $ — 3 — $ — $ 1,070.¢
Debt payment obligatior — 314.1 — — 314.1
Interest obligations on debt( 11.€ 3.8 — — 15.4
Lease obligation 22.1 49.¢ 44t 84.2 200.¢
Total $ 1,104¢ $ 367.7 $ 445 $ 84z $ 1,600.¢

(1) These uncalled commitments represent amounts caethtdy us to fund a portion of the purchase preid for each

investment made by our investment funds. Becausitat@ontributions are due on demand, the abowventitments
have been presented as falling
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within one year. However, given the size of sucmettments and the rates at which our investmerd$unake
investments, we expect that the capital commitmpresented above will be called over a period vésd years.

(2) These interest obligations on debt represent ewtihriaterest 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 na effect as of June 30, 2010, including batthable and fixed rates
provided for by the relevant debt agreements. Theumts presented above include accrued interestistanding
indebtednes:

In the normal course of business, we afgeranto contractual arrangements that contaiaraety of representations and warranties and
that include general indemnification obligationsir@aximum exposure under such arrangements isowrkdue to the fact that the expos
would relate to claims that may be made againgt tise future. Accordingly, no amounts have beefuitied in our consolidated and
combined financial statements as of June 30, 2@Hdimg to indemnification obligations.

The partnership documents governing owapei equity funds generally include a "clawbacldvision that, if triggered, may give rise
a contingent obligation that may require the gen@maner to return amounts to the fund for disttibn to investors at the end of the life of
the fund. The terms of the Transactions requiredbaprincipals remain responsible for any clawbabligation relating to carry distributio
received prior to the Transactions up to a maxinofi$223.6 million. Carry distributions arising selggient to the Transactions may give rise
to clawback obligations that will be allocated gexly to carry pool participants and the KKR Grdeartnerships in accordance with the
terms of the instruments governing the KKR Grouprgaships. As of June 30, 2010, assuming thatpgdlicable private equity funds were
liquidated at no value the amount of carried irgedistributed that would be subject to this clagkbprovision would be $689.2 million, of
which $465.6 million would be borne by KKR and $2#&illion would be borne by our principals. Hae investments in such funds been
liquidated at their June 30, 2010 fair values,dla@vback obligation would have been $61.5 milliohyhich $55.9 million would be borne |
our principals and $5.6 million would be borne mnoontrolling interest holders.

The instruments governing certain of ouvate equity funds may also include a "net lossiglggorovision," that, if triggered, may give
rise to a contingent obligation that may requim gleneral partners to contribute capital to the foo fund 20% of the net losses on
investments attributed to the limited partnersuafrsfund. In connection with the "net loss shapngvisions," certain of our private equity
vehicles allocate a greater share of their investriosses to us relative to the amounts contribbieds to those vehicles. In these vehicles,
such losses would be required to be paid by usedimited partners in those vehicles in the ewérat liquidation of the fund regardless of
whether any carried interest had been previousilyiduted. Based on the fair market values as & B0, 2010, our contingent repayment
obligation would have been approximately $21.8imill If the vehicles were liquidated at zero valilee, contingent repayment obligation
would have been approximately $1,108.9 million B3ume 30, 2010.

Unlike the "clawback" provisions, the KKRdBp Partnerships will be responsible for amounts uhder net loss sharing arrangements
and will indemnify our principals for personal gaatees that they have provided with respect to aunbunts.

Contractual Obligations, Commitments and Contingées on a Consolidated Basis

In the ordinary course of business, we @mdconsolidated funds enter into contractual areaments that may require future cash
payments. The following table sets forth informatrelating to anticipated future cash paymentsfasioe 30, 2010. This table differs from
the earlier
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table setting forth contractual commitments on acomsolidated basis principally because this taddkides the obligations of our
consolidated funds.

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

Uncalled commitments to

investment funds(1 $ 13,264.: $ — 9 — $ — $ 13,264.
Debt payment obligations(: — 485. 807.2 — 1,292.¢
Interest obligations on debt( 20.€ 37.2 125.¢ — 183.¢
Lease obligation 22.1 49.¢ 44.F 84.2 200.¢
Total $ 13,3068 $ 5722 $ 9772 $ 84z $ 14,940.

(1) These uncalled commitments represent amounts caethily us and our fund investors to fund the pwehaice paid
for each investment made by our investment fundsaBse capital contributions are due on demandbee
commitments have been presented as falling duenigtie year. However, given the size of such comeitts and the
rates at which our investment funds make investment expect that the capital commitments preseatiege will be
called over a period of several years. See "—Liigy#eLiquidity Needs."

(2)  Certain of our consolidated fund investment velsitiave entered into financing arrangements in adiorewith
specific investments with the objective of enhagdaieturns. Such financing arrangements include $78lion of
financing provided through total return swaps ah822 million of financing provided through a teloan and
revolving credit facility. These financing arrangems have been entered into with the objectivenbfacing returns
and are not direct obligations of the general gastof our private equity funds or our managemeniganies.

(3) These interest obligations on debt represent ewtihriaterest 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 na effect as of June 30, 2010, including bathable and fixed rates
provided for by the relevant debt agreements. Theumts presented above include accrued interestistanding
indebtednes:

Off Balance Sheet Arrangements

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

Consolidated Statement of Cash Flows

The accompanying consolidated and combstetments 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,gross basis, are substantially larger than
the assets of our business and, accordingly, haubstantial effect on the cash flows reflecteduncombined statements of cash flows. The
primary cash flow activities of our consolidateddis involve: (i) raising capital from fund invesdp(ii) using the capital of fund investors to
make investments; (iii) financing certain investitsanith indebtedness; (iv) generating cash flowsugh the realization of investments; and
(v) distributing cash flows from the realizationinf’estments to fund investors. Because our catai@d funds are treated as investment
companies for accounting purposes, these cashdioaunts are included in our cash flows from operti
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Net Cash Provided by (Used in) Operating Activities

Our net cash provided by (used in) opegadictivities was $0.1 billion and $(0.5) billionrihg the six months ended June 30, 2010 and
2009, respectively. These amounts primarily incthdg purchases of investments by our funds, figtroceeds from sales of investments, of
$0.2 billion and $0.5 billion during the six monthisded June 30, 2010 and 2009, respectively;dliyealized gains (losses) on investmen
$0.5 billion and $(0.5) billion during the six mistended June 30, 2010 and 2009, respectively(iignthange in unrealized gains (losses)
on investments of $2.8 billion and $2.0 billion thgrthe six months ended June 30, 2010 and 208Pectively. These amounts are reflected
as operating activities in accordance with investnocempany accounting.

Net Cash Provided by (Used in) Investing Activities

Our net cash provided by (used in) investntivities was $25.3 million and $(30.0) millidaring the six months ended June 30, 2010
and 2009, respectively. Our investing activitieduded the purchases of furniture, equipment aasdiold improvements of $4.7 million &
$11.7 million, as well as a (decrease) increasestricted cash and cash equivalents that primfnilgs collateral requirements of $(30.1)
million and $18.3 million during the six months exdJune 30, 2010 and 2009, respectively.

Net Cash Provided by (Used in) Financing Activities

Our net cash (used in) provided by finag@utivities was $(0.1) billion and $0.5 billionrihg the six months ended June 30, 2010 and
2009, respectively. Our financing activities prithamcluded: (i) contributions, net of distributis made to noncontrolling interests, of
$0.7 billion and $0.5 billion during the six montlisded June 30, 2010 and 2009, respectively;dtiproceeds received net of repayment of
debt obligations of $(0.8) billion and $0.1 billicluring the six months ended June 30, 2010 and,266pectively; and (iii) contributions by
net of distributions to our equity holders of $@million and $(63.5) million during the six mostiended June 30, 2010 and 2009,
respectively.

Critical Accounting Policies

The preparation of our consolidated andliaed financial statements in accordance with GAéduires our management to make
estimates and judgments that affect the reportezbata of assets and liabilities, disclosure of m@nt assets and liabilities, and reported
amounts of revenues, income and expense. Our maweagdases these estimates and judgments on dearfdrmation, historical
experience and other assumptions that we beli@vesasonable under the circumstances. Howeveg dsgnates, judgments and
assumptions are often subjective and may be imgaetgatively based on changing circumstances orgdsain our analyses. If actual
amounts are ultimately different from those estedajudged or assumed, revisions are includeddrtdimsolidated and combined financial
statements in the period in which the actual anmbatome known. We believe the following criticet@unting policies could potentially
produce materially different results if we werectange underlying estimates, judgments or assungptRiease see the notes to the
consolidated and combined financial statementsidea elsewhere in this filing for further detaijagding our critical accounting policies.

Principles of Consolidatior

Our policy is to consolidate (i) those &afi in which we hold a majority voting interestt@ve majority ownership and control over
significant operating, financial and investing dions of the entity including those KKR funds inieththe general partner is presumed to
have control or (ii) entities determined to be &hle interest entities ("VIEs") for which we arens@ered 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 investagrisions and (ii) the consolidated KKR funds, ehhdre those entities in which we hold
substantive, controlling general partner or manggirember interests. With respect to the consolitlEteR funds, we generally have
operational discretion and control, and limitedtpars have no substantive rights to impact onggmgernance and operating activities of the
fund.

The consolidated KKR funds do not consaédaeir 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 economterest in those funds. The consolidated
and combined financial statements reflect the askabilities, revenues, expenses, investmentrirecand cash flows of the consolidated k
funds on a gross basis, and the majority of the@uic interests in those funds, which are heldhirndtparty investors, are attributed to
noncontrolling interests in the accompanying cadsddd and combined financial statements. Subsifndll of the management fees and
certain other amounts earned by us from those farglgliminated in consolidation. However, becabhsesliminated amounts are earned
from, and funded by, noncontrolling interests, atiributable share of the net income from thosel$us increased by the amounts elimina
Accordingly, the elimination in consolidation ofduamounts has no effect on net income (losshattable to KKR or KKR's partners'
capital.

Noncontrolling interests represent the awhip 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 orctmsolidated and combined statement of financiatitmn at fair value, with unrealized gains
or losses resulting from changes in fair valuesd#d as a component of investment income in theatimlated and combined statements of
operations. We have retained the specialized aticguof the consolidated funds.

We measure and report our investmentsdnrdance with fair value accounting guidance, wiastablishes a hierarchical disclosure
framework that prioritizes and ranks the level @frket price observability used in measuring investis at fair value. Market price
observability is affected by a number of factong|luding the type of investment and the charadtesispecific to the investment. Investments
with readily available actively quoted prices or fehich fair value can be measured from activelgtgd prices generally will have a higher
degree of market price observability and a lesegrak of judgment used in measuring fair value.

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

Level —Quoted prices are available inetinarkets for identical investments as of the mépg date. The type of investments
included in Level I include publicly listed equii@nd publicly listed derivatives. In addition, getes sold, but not yet purchased and
call options are included in Level I. We do notustjthe quoted price for these investments, eveituations where we hold a large
position and a sale could reasonably affect theeguprice. We classified 20.7% of total investmeneasured and reported at fair
value as Level | at June 30, 2010.

Level II—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 thiotig use of models or other valuation methodokdrecertain cases, debt and
equity securities are valued on the basis of pfic@a an orderly transaction between market pauaicts provided by
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reputable dealers or pricing services. In detemginhe value of a particular investment, pricing/gs may use certain information
with respect to transactions in such investmenistajions from dealers, pricing matrices, markangactions in comparable
investments and various relationships between tmass. Investments which are generally includetthis category include corpor
bonds and loans, convertible debt indexed to plyblisted securities and certain over-the-countatives. We classified 8.7% of
total investments measured and reported at fairevas Level 1l at June 30, 2010.

Level lll—Pricing inputs are unobservahbe the investment and include situations whereetletittle, if any, market activity for
the investment. The inputs into the determinatibfaio value require significant management judgtr@restimation. Investments that
are included in this category generally includegte portfolio companies held through our privajeity funds. We classified 70.6%
of total investments measured and reported avédire as Level Il at June 30, 2010. The valuatibaur Level Il investments at
June 30, 2010 represents management's best estittteamounts that we would anticipate realiznghe sale of these investments
at such date.

In certain cases, the inputs used to medsirrvalue may fall into different levels of tFer value hierarchy. In such cases, an
investment's level within the fair value hierarébyased on the lowest level of input that is gigant to the fair value measurement. Our
assessment of the significance of a particulartibpthe fair value measurement in its entiretyurezs judgment, and we consider factors
specific to the investment.

When determining fair values of investmenis use the last reported market price as oftdtersent of financial condition date for
investments that have readily observable markeeprilf no sales occurred on such day, we usebitg fJrice at the close of business on that
date and, if sold short, the "asked" price at tbsecof business on that date day. Forward costeret valued based on market rates or prices
obtained from recognized financial data servicevigiers.

The majority of our private equity invesmigeare valued utilizing unobservable pricing ifpdManagement's determination of fair value
is based upon the best information available fgivan circumstance and may incorporate assumpti@atsaare management's best estimates
after consideration of a variety of internal anteexal factors. We generally employ two valuatiogtihodologies when determining the fair
value of a private equity investment. The first noetology is typically a market multiples approakhttconsiders a specified financial
measure (such as EBITDA) and recent public mankétpaivate transactions and other available meadorevaluing comparable companies.
Other factors such as the applicability of a cdrgremium or illiquidity discount, the presencesignificant unconsolidated assets and
liabilities and any favorable or unfavorable taixibtites are also considered in arriving at a mamkdtiples valuation. The second
methodology utilized is typically a discounted céisiv approach. In this approach, we incorporagmigicant assumptions and judgments in
determining the most likely buyer, or market pap@nt for a hypothetical sale, which might incluadeinitial public offering, private equity
investor, strategic buyer or a transaction consutadntarough a combination of any of the above.riaties of assumed growth rates, terminal
values, discount rates, capital structure and dtwors are employed in this approach. The ultinfair value recorded for a particular
investment will generally be within the range sugigd by the two methodologies, adjusted for isseleged to achieving liquidity including
size, registration process, corporate governamaetste, timing, an initial public offering discouand other factors, if applicable. As
discussed above, we utilize several unobservaidagrinputs and assumptions in determining thevfalue of our private equity investmel
These unobservable pricing inputs and assumpti@ysdiffer by investment and in the application af waluation methodologies. Our
reported fair value estimates could vary materidillye had chosen to incorporate different unobabl pricing inputs and other assumptic
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Approximately 20.7%, or $6.6 billion, and.8%, or $6.6 billion, of the value of our investmtewere valued using quoted market pri
which have not been adjusted, as of June 30, 20d®acember 31, 2009, respectively.

Approximately 79.3%, or $25.5 billion, ai@d.4%, or $22.4 billion, of the value of our inveasnts were valued in the absence of readily
observable market prices as of June 30, 2010 andrbleer 31, 2009, respectively. The majority of ¢hesestments were valued using
internal models with significant unobservable maparameters and our determinations of the fainesbf these investments may differ
materially from the values that would have resuitedadily observable market prices had existeddifional external factors may cause tr
values, and the values of investments for whickitg@bservable market prices exist, to increasdemrease over time, which may create
volatility in our earnings and the amounts of assetd partners' capital that we report from timéne.

Our calculations of the fair values of jati’ company investments were reviewed by an inadkpervaluation firm, who provided third-
party valuation assistance to us, which consistegitain limited procedures that we identified aaduested it to perform. Upon completion
of such limited procedures, they concluded thafdlirevalue, as determined by us, of those investmsubjected to their limited procedures
did not appear to be unreasonable. The limitedquoes did not involve an audit, review, compilatay any other form of examination or
attestation under generally accepted auditing staisd The general partners of our funds are refilerfer determining the fair value of
investments in good faith, and the limited procedyserformed by an independent valuation firm appkementary to the inquiries and
procedures that the general partner of each furetjisired to undertake to determine the fair valhe investments.

Changes in the fair value of the investra@ftour consolidated private equity funds may iotghe net gains (losses) from investment
activities of our private equity funds as describeder "—Key Financial Measures—Investment Incobtes$)—Net Gains (Losses) from
Investment Activities." Based on the investmentswf private equity funds as of June 30, 2010, siemate that an immediate 10% decrease
in the fair value of the funds' investments gergrabuld result in a 10% immediate change in néhgélosses) from the funds' investment
activities (including carried interest when apptileg, regardless of whether the investment wasedalising observable market prices or
management estimates with significant unobservaiténg inputs. However, we estimate the impact tha consequential decrease in
investment income would have on net income attaibletto KKR would be significantly less than thecamt described above, given that a
majority of the change in fair value would be &ititable to noncontrolling interests.

Substantially all of the value of the intreents in our consolidated fixed income funds wexleied using observable market parameters,
which may include quoted market prices, as of Bhe2010 and December 31, 2009. Quoted marketgyndeen used, are not adjusted.

Revenue Recognitio

Fees consist primarily of (i) monitoringdamansaction fees that we receive from our padgfobmpanies and capital markets activities
and (ii) management and incentive fees that weiveairectly from our unconsolidated funds. Thesesfare based upon the contractual t
of the management and other agreements that weirttevith the applicable funds, portfolio compesiand third parties. We recognize fees
in the period during which the related servicespadormed and the amounts have been contracte@tlyed in accordance with the relevant
management or other agreements. Incentive feemcaraed either annually or quarterly after all aoyencies have been removed.

Our consolidated private equity funds regtine management company to refund up to 20%y€tash management fees earned from
limited partners in the event that the funds recoga carried interest. At such time as the furdgaizes a carried interest in an amount
sufficient to cover 20% of
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the management fees earned or a portion theréahibity to the fund's limited partners is recotdand revenue is reduced for the amount of
the carried interest recognized, not to exceed @Df%e management fees paid. As of June 30, 20&Gmount subject to refund for which
liability has been recorded approximated $68.8iamilhs a result of certain funds not yet recoguiznfficient carried interests. The refunds
to the limited partners are paid, and the liakiitrelieved, at such time that the underlying itmesits are sold and the associated carried
interests are realized. In the event that a furefsed interest is not sufficient to cover allaoportion of the amount that represents 20% o
earned management fees, these fees will not bedefito the funds' limited partners, in accordamitle the respective agreements.

Recognition of Investment Incom

Investment income consists primarily of tingealized and realized gains (losses) on invassr(@cluding the impacts of foreign
currency on non-dollar denominated investmentsjddnd and interest income received from investant interest expense incurred in
connection with investment activities. Unrealizexdng or losses result from changes in the fairezafuour funds' investments during a period
as well as the reversal of unrealized gains orel#s connection with realization events. Upon désfoon of an investment, previously
recognized unrealized gains or losses are revarsge corresponding realized gain or loss is reizegrin the current period. While this
reversal generally does not significantly impaet tlet amounts of gains (losses) that we recognize iinvestment activities, it affects the
manner in which we classify our gains and lossesdporting purposes.

Due to the consolidation of the majorityoofr funds, the share of our funds' investmentrimedhat is allocable to our carried interests
and capital investments is not shown in the codatdid and combined financial statements. Instéadnvestment income that KKR retains
in its net income, after allocating amounts to rmmlling interests, represents the portion ofriteestment income that is allocable to us.
Because the substantial majority of our funds aresclidated and because we hold only a minoritjenuc interest in our funds'
investments, our share of the investment incomergaed by our funds' investment activities is digantly less than the total amount of
investment income presented in its consolidatedcantbined financial statements.

We recognize investment income with respectur carried interests in investments of ouvate equity funds and co-investment
vehicles, the capital invested by or on behalhefgeneral partners of our private equity fundstaechoncontrolling interests that third-party
fund investors hold in our consolidated funds.

Recognition of Carried Interests in Statement of &ptions

Carried interests entitle the general parof a fund to a greater allocable share of ting'Riearnings from investments relative to the
capital contributed by the general partner andespondingly reduce noncontrolling interests' attidble share of those earnings. Amounts
earned pursuant to carried interests in the KKRiguare included as investment income in Net Gaiasges) from Investment Activities and
are earned by the general partner of those funthetextent that cumulative investment returnspastive. If these investment returns
decrease or turn negative in subsequent periotisgmnized carried interest will be reduced and oédleé as investment losses. Carried interest
is recognized based on the contractual formuléostt in the instruments governing the fund a$é fund was terminated at the reporting
with the then estimated fair values of the investtaeealized. Due to the extended durations ofpowate equity funds, management believes
that this approach results in income recognitiat test reflects our periodic performance in theagement of those funds.
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The instruments governing our private ggfiihds 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 partneetam 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 i@ation 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 investsetie aggregate amount of carry
distributions received by the general partner dytire term of the fund exceed the amount to whiehgeneral partner was ultimately entit

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

Carry distributions arising subsequenti® Transactions are allocated generally to carof participants and KKR in accordance with
the terms of the instruments governing the KKR @rBartnerships.

Net Loss Sharing Provisiol

The instruments governing certain of ouvate equity funds may also include a "net lossiglggorovision," that, if triggered, may give
rise to a contingent obligation that may requir gleneral partners to contribute capital to the foo fund 20% of the net losses on
investments. In connection with the "net loss sttaprovisions,” certain of our private equity furad®cate a greater share of their investment
losses to us relative to the amounts contributedslp those vehicles. In these vehicles, sucletos®uld be required to be paid by our to the
limited partners in those vehicles in the evera tfjuidation of the fund regardless of whether aagried interest had previously been
distributed. Unlike the "clawback" provisions, wdlwe responsible for amounts due under net lbssisg arrangements and will indemnify
our principals for personal guarantees that thexe lpmovided with respect to such amounts.

Recent Accounting Pronouncements

On January 1, 2010, KKR adopted guidansedd by the Financial Accounting Standards BodfA$B") related to VIEs. The
amendments significantly affect the overall corgaiion analysis, changing the approach taken bypeaies in identifying which entities are
VIEs and in determining which party is the primasneficiary. The guidance requires continuous assest of the reporting entity's
involvement with such VIEs. The guidance providdisnited scope deferral for a reporting entity'seiest in an entity that meets all of the
following conditions: (a) the entity has all thérdtutes of an investment company as defined uAdi@PA Audit and Accounting Guide,
Investment Companies, or does not have all the attributes of an investncompany but is an entity for which it is acedy¢ based on
industry practice to apply measurement principhas are consistent with the AICPA Audit and AccangtGuide,lnvestment Companies ,

(b) the reporting entity does not have explicitroplicit obligations to fund any losses of the gnthat could potentially be significant to the
entity, and (c) the entity is not a securitizatenity, asset-backed financing entity or an erttigt was formerly considered a qualifying
specialpurpose entity. The reporting entity is requireghéoform a consolidation analysis for entities tipadlify for the deferral in accordar
with previously issued
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guidance on VIEs. Prior to the revision of the adigation rules, KKR consolidated a substantial onigy of its investment vehicles except
KKR Strategic Capital Overseas Fund Ltd., KFN, KKidex Fund Investments L.P., carry co-investmehicles and 8 North America
Investor L.P. With respect to the unconsolidategt#tment vehicles, these entities have qualifiedHe deferral of the revised consolidation
rules and the consolidation analysis was baseti@prievious consolidation rules. In addition, imeection with the adoption of the new
consolidation rules, KKR considered whether it \@ppropriate to consolidate five structured finanebicle subsidiaries of KFN. With
respect to these entities, the primary beneficieag determined to be KFN, because KFN has the pmadirect the activities that most
significantly impact these entities' economic perfance and KFN has both the obligation to absabds of these entities and the right to
receive benefits from these entities that couleptlly be significant to these entities. See Nidte"Related Party Transactions" for finan
information related to KFN. Accordingly, the reviseonsolidation rules have not resulted in the obidation or deconsolidation of any
entities. As a result, KKR consolidates the santiies both before and after adopting these newstul

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 whigeet the separate presentation criteria
and disclosure of assets and liabilities recogniaeétle consolidated statements of financial coodiand the maximum exposure to loss for
those VIEs in which a reporting entity is deternginie not be the primary beneficiary but in whichdts a variable interest.

In January 2010, the FASB issued guidamcenproving disclosures about fair value measurdmérhe guidance requires additional
disclosure on transfers in and out of Levels | Brfdir value measurements in the fair value hiehgrand the reasons for such transfers. In
addition, for fair value measurements using sigaifit unobservable inputs (Level Ill), the recomtitin of beginning and ending balances
shall be presented on a gross basis, with sepdisiesure of gross purchases, sales, issuancese#iteinents and transfers in and transfers
out of Level Ill. The new guidance also requirebamced disclosures on the fair value hierarchyisagiregate disclosures by each class of
assets and liabilities. In addition, an entityaguired to provide further disclosures on valuaterhniques and inputs used to measure fair
value for fair value measurements that fall in@ithevel 1l or Level Ill. The guidance is effectif@r interim and annual periods beginning
after December 15, 2009, except for the disclosabesit purchases, sales, issuances, and settleimémesroll forward of activity in Level Il
fair value measurements, which are effective fecdl years beginning after December 15, 2010. Kd&pted the guidance, excluding the
reconciliation of Level Il activity. As the guidaa is limited to enhanced disclosures, adoptiomdichave an impact on KKR's financial
statements.

ltem 3. Quantitative and Qualitative Disclosures About MakRisk

There have been no material changes imtbemation about market risk set forth in our grestus dated July 6, 2010 filed with the
Securities and Exchange Commission on July 7, 2010.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Pradgres: We maintain disclosure controls and procedassuch term is defined in
Rules 13a-15(e) and 15d-15(e) under the Exchangeti#at are designed to ensure that the informatiguired to be disclosed by us in the
reports filed or submitted by us under the Exchalgtes recorded, processed, summarized and rapuiithin the time periods specified in
the SEC's rules and forms and such informatiordsimulated and communicated to management, ingutiim Co-Chief Executive Officers
and the Chief Financial Officer, as appropriatealtow timely decisions regarding required disci@siAny controls and procedures, no me
how well designed and operated, can provide ordgarable assurances of achieving the desired tantro
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As of June 30, 2010, we carried out anwatédn, under the supervision and with the parditgn of our management, including the Co-
Chief Executive Officers and the Chief Financiafi€r, of the effectiveness of the design and ajp@naf our disclosure controls and
procedures. Based upon that evaluation, our CofEhiecutive Officers and Chief Financial Officendeaconcluded that, as of June 30, 2010,
our disclosure controls and procedures were etfe¢ti accomplish their objectives at the reasonakéeirance level.

Changes in Internal Control Over Financid&eporting: There were no changes in our internal contvel dinancial reporting (as th
term is defined in Rules 13a-15(f) and 15d-15(Rlemthe Exchange Act) that occurred during the igu@nded June 30, 2010 that has
materially affected, or is reasonably likely to evélly affect, the Company's internal control ofiaancial reporting.
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PART Il. OTHER INFORMATION
ITEM 1. Legal Proceedings.

There have been no material changes imtbemation about legal proceedings set forth in pwspectus dated July 6, 2010 filed with
the Securities and Exchange Commission on Julp¥02

ITEM 1A. Risk Factors

For a discussion of our potential risks andertainties, see the information under the meatRisk Factors" in our prospectus dated
July 6, 2010, filed with the SEC in accordance viille 424(b) of the Securities Act on July 7, 20&8ich is accessible on the Securities and
Exchange Commission's website at www.sec.gov. Thave been no material changes to the risk fadiscdosed in the prospectus. On
July 21, 2010, President Obama signed into lavDtheéd-Frank Wall Street Reform and Consumer Praiacdict mentioned in such risk
factors disclosed in the prospectus.

ITEM 2.  Unregistered Sales of Equity Securities and UsdPobceeds
Not applicable.
ITEM 3. Defaults Upon Senior Securities.
Not applicable.
ITEM 4. (Removed and Reserved)
ITEM 5.  Other Information
Not applicable.
ITEM 6. Exhibits
Required exhibits are listed in the Inde¥khibits and are incorporated herein by reference
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SIGNATURES

Pursuant to requirements of the Securifieshange Act of 1934, as amended, the registrantibly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized

KKR & CO. L.P.

By: KKR Management LLC
Its General Partne

By: /sl WILLIAM J. JANETSCHEK

William J. Janetschek
Chief Financial Officer
(principal financial and accounting officer of KKR
Management LLC)

DATE: August 12, 2010
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INDEX TO EXHIBITS

The following is a list of all exhibits &t or furnished as part of this report:

Exhibit No.

Description of Exhibit

3.1

3.2

3.3

3.4

10.c

10.4

10.5

10.€

10.7

31.1

31.2

Certificate of Limited Partnership of the Regasir (incorporated by reference to
Exhibit 3.1 to the Registration Statement on Forh @ the Registrant, filed on
March 12, 2010

Amended and Restated Agreement of Limited PartieflKKR & Co. L.P., dated
July 14, 2010, by and among KKR Management LLC taedimited partners party
thereto (incorporated by reference to Exhibit 8.1thie Registrant's Current Report on
Form &K, filed on July 20, 2010

Certificate of Formation of the Managing Partnethaf Registrant (incorporated by
reference to Exhibit 3.3 to the Registration Staetron Form Sk of the Registrant, file
on March 12, 201C

Amended and Restated Agreement of Limited Liabiligmpany Agreement of

KKR Management LLC, dated July 14, 2010, by and mgrthe members party thereto
(incorporated by reference to Exhibit 3.2 to thgiReant's Current Report on Fornkg-
filed on July 20, 2010

Exchange Agreement, dated July 14, 2010, by ancdhgd&kR & Co. L.P.,

KKR Management Holdings L.P., KKR Fund Holdings LaRd KKR Holdings L.P.
(incorporated by reference to Exhibit 10.1 to thegRtrant's Current Report on Form 8-
K, filed on July 20, 2010

Registration Rights Agreement dated July 14, 20%Gnd among KKR & Co. L.P.,
KKR Holdings L.P. and the person from time to tipaaty thereto (incorporated by
reference to Exhibit 10.2 to the Registrant's QurReport on Form 8-K, filed on
July 20, 2010

Tax Receivable Agreement, dated July 14, 2010 nolyaamong KKR & Co. L.P.,

KKR Management Holdings L.P., KKR Holdings L.P. aKilR Management Holdings
Corp. (incorporated by reference to Exhibit 10.8® Registrant's Current Report on
Form &K, filed on July 20, 2010

Form of Indemnification Agreement by and among eaeimber of the Board of
Directors of KKR Management LLC, KKR Management La6d KKR & Co. L.P.
(incorporated by reference to Exhibit 10.4 to tlegRtrant's Current Report on Form 8-
K, filed on July 20, 2010

KKR & Co L.P. 2010 Equity Incentive Plan (incorptad by reference to Exhibit 10.4
Amendment No. 3 to the Registration Statement amF®-1 of the Registrant, filed on
June 3, 2010

Certification of Co-Chief Executive Officer pursuda Rule 13a-14(a) and Rule 15d-14
(a) of the Securities Exchange Act of 1934, as aleénas adopted pursuant to
Section 302 of the Sarbar-Oxley Act of 2002

Certification of Co-Chief Financial Officer pursudn Rule 13a-14(a) and Rule 15d-14
(a) of the Securities Exchange Act of 1934, as aleénas adopted pursuant to
Section 302 of the Sarbar-Oxley Act of 2002
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Exhibit No. Description of Exhibit
31.2 Certification of Chief Financial Officer pursuaotRule 13a-14(a) and Rule 18d{a) of
the Securities Exchange Act of 1934, as amendeafj@sted pursuant to Section 302 of
the Sarban«Oxley Act of 2002

32.1 Certification of Co-Chief Executive Officer pursuda 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sart-Oxley Act of 2002

32.2 Certification of Co-Chief Financial Officer pursudn 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sart-Oxley Act of 2002

32.5 Certification of Chief Financial Officer pursuamt18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

123







QuickLinks-- Click here to rapidly navigate through this domnt

Exhibit 31.1
CO-CHIEF EXECUTIVE OFFICER CERTIFICATION
I, Henry R. Kravis, certify that:
1. | have reviewed this Quarterly Report on Form 1@6xhe period ended June 30, 2010 of KKR & Co..L.P
2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or om#itéde a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife period presented in this report;

4. The registrant's other certifying officers andé aesponsible for establishing and maintainingld&ae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingpared;

b) Evaluated the effectiveness of the registrantaalisire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

C) Disclosed in this report any change in the regigtsanternal control over financial reporting tlaturred during the
registrant's most recent fiscal quarter (the regiss fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaftf, the registrant's internal control over finahcéporting; and

5. The registrant's other certifying officers and Véalisclosed, based on our most recent evaluafioniesnal control over financial
reporting, to the registrant's auditors and thatauaanmittee of the registrant's board of direci@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal contra¢iofinancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information;
and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registrant's
internal control over financial reporting.

Date: August 11, 2010

/sl HENRY R. KRAVIS

Henry R. Kravis
Co-Chief Executive Officer
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Exhibit 31.2
CO-CHIEF EXECUTIVE OFFICER CERTIFICATION
I, George R. Roberts, certify that:
1. | have reviewed this Quarterly Report on Form 1@6xhe period ended June 30, 2010 of KKR & Co..L.P
2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or om#itéde a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife period presented in this report;

4. The registrant's other certifying officers andé aesponsible for establishing and maintainingld&ae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingpared;

b) Evaluated the effectiveness of the registrantaalisire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

C) Disclosed in this report any change in the regigtsanternal control over financial reporting tlaturred during the
registrant's most recent fiscal quarter (the regiss fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaftf, the registrant's internal control over finahcéporting; and

5. The registrant's other certifying officers and Véalisclosed, based on our most recent evaluafioniesnal control over financial
reporting, to the registrant's auditors and thatauaanmittee of the registrant's board of direci@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal contra¢iofinancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information;
and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registrant's
internal controls over financial reporting.

Date: August 11, 2010

/sl GEORGE R. ROBERTS

George R. Roberts
Co-Chief Executive Officer
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Exhibit 31.3
CHIEF FINANCIAL OFFICER CERTIFICATION
[, William J. Janetschek, certify that:
1. | have reviewed this Quarterly Report on Form 1@&€xhe period ended June 30, 2010 of KKR & Co..L.P
2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or om#itéde a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife period presented in this report;

4. The registrant's other certifying officers andé aesponsible for establishing and maintainingld&ae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsibsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingpared;

b) Evaluated the effectiveness of the registrantaalisire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

C) Disclosed in this report any change in the regigtsanternal control over financial reporting tlaturred during the
registrant's most recent fiscal quarter (the regiss fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaftf, the registrant's internal control over finahcéporting; and

5. The registrant's other certifying officers and Véalisclosed, based on our most recent evaluafioniesnal control over financial
reporting, to the registrant's auditors and thatauaanmittee of the registrant's board of direci@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal contra¢iofinancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information;
and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registrant's
internal controls over financial reporting.

Date: August 11, 2010

/sl WILLIAM J. JANETSCHEK

William J. Janetschek
Chief Financial Officer
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Exhibit 32.1
CERTIFICATION OF CO-CHIEF EXECUTIVE OFFICER

Pursuant to 18 U.S.C. 81350,
As Adopted Pursuant to Section 906 of the Sarb&ndsy Act of 2002

In connection with the Quarterly Repork#fR & Co. L.P. (the "Partnership™) on Form 10-Q tbe period ended June 30, 2010 as filed
with the Securities and Exchange Commission (thepdr"), I, Henry R. Kravis, Co-Chief Executive @#r of the general partner of the
Partnership, certify, pursuant to 18 U.S.C. §1280adopted pursuant to Section 906 of the Sarb@rkes- Act of 2002, that, to my
knowledge:

(1) The Report fully complies with thejterements of Section 13(a) or 15(d) of the SemgiExchange Act of 1934; and

(2) The information contained in the Retfairly presents, in all material respects, timafcial condition and results of
operations of the Partnership.

Date: August 11, 2010

/sl HENRY R. KRAVIS

Henry R. Kravis
Co-Chief Executive Officer

* The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is notdofiled as part of the Report or
a separate disclosure document.
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Exhibit 32.2
CERTIFICATION OF CO-CHIEF EXECUTIVE OFFICER

Pursuant to 18 U.S.C. 81350,
As Adopted Pursuant to Section 906 of the Sarb&ndsy Act of 2002

In connection with the Quarterly Repork#fR & Co. L.P. (the "Partnership™) on Form 10-Q tbe period ended June 30, 2010 as filed
with the Securities and Exchange Commission (thepdRt"), |, George R. Roberts, Co-Chief Executiiid@r of the general partner of the
Partnership, certify, pursuant to 18 U.S.C. §1280adopted pursuant to Section 906 of the Sarb@rkes- Act of 2002, that, to my
knowledge:

(1) The Report fully complies with thejterements of Section 13(a) or 15(d) of the SemgiExchange Act of 1934; and

(2) The information contained in the Retfairly presents, in all material respects, timafcial condition and results of
operations of the Partnership.

Date: August 11, 2010

/sl GEORGE R. ROBERTS

George R. Roberts
Co-Chief Executive Officer

* The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is notdofiled as part of the Report or
a separate disclosure document.
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Exhibit 32.3
CERTIFICATION OF CHIEF FINANCIAL OFFICER

Pursuant to 18 U.S.C. 81350,
As Adopted Pursuant to Section 906 of the Sarb&ndsy Act of 2002

In connection with the Quarterly Repork#fR & Co. L.P. (the "Partnership™) on Form 10-Q tbe period ended June 30, 2010 as filed
with the Securities and Exchange Commission (thepd®"), I, William J. Janetschek, Chief Finanddficer of the general partner of the
Partnership, certify, pursuant to 18 U.S.C. §1280adopted pursuant to Section 906 of the Sarb@rkes- Act of 2002, that, to my
knowledge:

(1) The Report fully complies with theterements of Section 13(a) or 15(d) of the SemgiExchange Act of 1934; and

(2) The information contained in the Retfairly presents, in all material respects, timafcial condition and results of
operations of the Partnership.

Date: August 11, 2010

/s/ WILLIAM J. JANETSCHEK

William J. Janetschek
Chief Financial Officer

* The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is notdofiled as part of the Report or
a separate disclosure document.
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