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

SUBJECT TO COMPLETION, DATED JULY 6, 2010

KIKIR

KKR & Co. L.P.

204,902,226 Common Units

PRELIMINARY PROSPECTUS

Representing Limited Partner Interests

We are registering the distribution of BBR,226 common units representing limited parimerests in our business to holders of
common units of KKR & Co. (Guernsey) L.P. and, aamently with such distribution, listing our commanits on the New York Stock
Exchange under the symbol "KKR." We refer to KKRC&. (Guernsey) L.P. as "KKR Guernsey," to the iigtion of our common units to
holders of KKR Guernsey units as the "In-Kind Oiatition” and to the listing of our common unitsthie New York Stock Exchange as the
"U.S. Listing."

Pursuant to the IKind Distribution, each KKR Guernsey unitholder hwéceive one of our common units for each uniKER Guernsey
held when the U.S. Listing becomes effective. i alggregate, the common units that will be disteduo holders of KKR Guernsey units
represent a 30% interest in our business. The renga? 0% interest in our business is held by ourgpals, who beneficially own 478,105,1
common units through KKR Holdings L.P. On a fulijuted basis, we have an aggregate of 683,007 ,420mon units outstanding. Subject to
market conditions, we are planning to sell commioitsuin an offering of our common units followiniget U.S. Listing, which we refer to as the
"Public Offering”. We have filed a separate registm statement with the Securities and Exchangar@igsion to register the Public Offering.
None of our principals is selling any common unitsvill otherwise receive any of the net proceadsifthe Public Offering, and any comm
units issued by us in the Public Offering wouldueel the interests in our business held by KKR Gagrunitholders and our principals on a
pro rata basis. Unless otherwise indicated, referein this prospectus to our common units outétgndo not give effect to the Public
Offering. There is no assurance that the Publie@f§ will be consummated as set forth herein @llaffhe U.S. Listing is not contingent on
the occurrence of the Public Offering.

KKR Guernsey is a Guernsey limited parth@r whose common units are currently listed oroBext Amsterdam by NYSE Euronext,
the regulated market of Euronext Amsterdam N.Vicilwe refer to as Euronext Amsterdam. In connectiith the In-Kind Distribution,
KKR Guernsey will be deemed to be an "underwriteithin the meaning of Section 2(a)(11) of the Sdmg Act of 1933. The last reported
sale price of KKR Guernsey units on July 5, 2018 $8.30 per unit. Because the assets of KKR Gugitesist solely of its limited partner
interests in our business, the In-Kind Distributieifl result in a dissolution of KKR Guernsey andelisting of its units from Euronext
Amsterdam. To preserve a trading market for interigsour business, the In-Kind Distribution is d@dfoned upon our common units being
approved for listing on the New York Stock Exchasgeject to official notice of issuance.

KKR Guernsey unitholders will not be required to pay any consideration for the common units they recge in the In-Kind
Distribution. No vote or further action of KKR Guer nsey unitholders is required in connection with theegistration, listing or
distribution of our common units. We are not askingyou for a proxy and request that you do not sendsia proxy.

In reviewing this prospectus, you should carefullyconsider the matters described under the caption "Bk Factors" beginning on
page 17 of this prospectus. These risks include bate not limited to the following:

. We are managed by a general partner, which we t@efes our Managing Partner, and do not have ouardivectors or officers.
Our unitholders will have only limited voting righ&ind will have no right to elect or remove our iging Partner or its
directors or officers, and our Managing Partnealiswed to take into account the interests of partither than us in resolving
conflicts of interest, which has the effect of fiimg its fiduciary duties to us. Through KKR Hold, our principals generally
have sufficient voting power to determine the ootecf any matters that may be submitted for a @btaur unitholders.



. We believe that we will be treated as a partneridifp).S. federal income tax purposes and you thegewill be required to tak
into account your allocable share of items of oaoime, gain, loss and deduction in computing yo. federal income tax
liability. You may not receive sufficient cash dibtitions to pay your allocable share of our ngatde income or even the tax
liability that results from that income.

. As a limited partnership, we will rely on exceptsdinom certain corporate governance requirementiseoNew York Stocl
Exchange, including the requirement to have a natirig and corporate governance committee compasaelg of
independent directors and the requirement to hax@rgpensation committee. You will not have the sanmections afforded to
equity holders of entities that are subject tahthe corporate governance requirements of the Nexk Stock Exchange.

. Various forms of legislation have been introdudeat tould, if enacted, preclude us from qualify@rsga partnership for U.S.
federal income tax purposes under the rules gowgniblicly traded partnerships and could requieg tve be treated as a
corporation for U.S. federal income tax purposethd above or any similar legislation or regulatigere to be enacted and
apply to us, we would incur a material increaseuntax liability that could result in a reductionthe value of our common
units.

Neither the Securities and Exchange Cormsigrisnor any other regulatory body has approvedisapproved these securities or passed
upon the accuracy or adequacy of this prospectug.répresentation to the contrary is a crimina¢ofe.

The date of this prospectus is , 2010.
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You should rely only on the information tained in this prospectus or any free writing peatps. We have not authorized anyone to

provide you with additional or different informatioThe information in this prospectus is accuratly as of the date of this prospectus,
regardless of the time of delivery of this prospsatr any distribution of our common units.

This prospectus has been prepared usingnéer of conventions, which you should considermiteading the information contained

herein. Unless the context suggests otherwise:

(i) references to "KKR," "we," "us," "oughd "our partnership” refer to KKR & Co. L.P. amslsubsidiaries;
(i) references to "our Managing Partneg to KKR Management LLC, which acts as our gengaainer;

(iii) references to "KKR Guernsey" are tKR & Co. (Guernsey) L.P. (f/k/a KKR Private Equitwestors, L.P. or "KPE");




(iv) references to the "Combined BusinedKKR refer to the business of KKR that resulteahfi the combination of its asset
management business with the assets and liabitifi&&R Guernsey on October 1, 2009;

(v) references to the "KKR Group Partngrshiare to KKR Management Holdings L.P. and KKR drttoldings L.P., which became
holding companies for the Combined Business on lagett, 2009; and

(vi) references to the "KPE Investment Renship" are to KKR PEI Investments, L.P., a lotier partnership through which KPE made
all of its investments.

Unless otherwise indicated, referencegjtote interests in the Combined Business, or te@etage interests in the Combined Business,
reflect the aggregate equity of the KKR Group Ramthips and are net of amounts that have beeratdid¢o our principals in respect of the
carried interest from the Combined Business asgdartir "carry pool" and certain minority interegisour business that were not acquired by
the KKR Group Partnerships in connection with aorganization into a holding company structure amdacquisition of the assets and
liabilities of KKR Guernsey. See "Organizationalusture" and "Management's Discussion and AnalysKnancial Condition and Results of
Operations—Impact of the Transactions." Referetcesir "principals” are to our senior executived aperating consultants who hold
interests in the Combined Business through KKR khgjsl and references to our "senior principals"tangrincipals who also hold interests in
our Managing Partner entitling them to vote for éhection of its directors.

On October 1, 2009, we completed the adgunisof all of the assets and liabilities of KKRu&nsey and, in connection with such
acquisition, completed a series of transactionsyamt to which the business of KKR was reorganizexa holding company structure. We
refer to the acquisition of the assets and liaegdiof KKR Guernsey as the "Combination Transagctitmour reorganization into a holding
company structure as the "Reorganization Trangatiand to the Combination Transaction and the gReozation Transactions collectively
the "Transactions." Our financial information farpds prior to the Transactions is based on amrfon accounting purposes, of certain
combined and consolidated entities under commotraloaf our senior principals and under the comroamership of our principals and
certain other individuals who have been involvedum business, and our financial information foripgs subsequent to the Transactions is
based on a group, for accounting purposes, comgisfiKKR & Co. L.P. and its consolidated subsitiar

KKR Group Holdings L.P., which we referas "Group Holdings," is the parent of our consdéidaaccounting group for periods
subsequent to October 1, 2009 and is the entibutitr which KKR Guernsey currently holds its intésda the KKR Group Partnerships.
Group Holdings serves, directly and indirectlyttzes general partner of the KKR Group Partnerships. Managing Partner serves as the
ultimate general partner of Group Holdings andkK&k Group Partnerships. KKR Guernsey, throughriteiiest in Group Holdings, holds 3(
of the outstanding KKR Group Partnership Units. Sasmmary—The U.S. Listing—KKR Group Partnershipitsni

In this prospectus, the terms "assets umderagement" or "AUM" represent the assets fronthviie are entitled to receive fee income or
a carried interest and general partner capitalcefeulate the amount of AUM as of any date as time sf:

(i) the fair value of the investments of @westment funds plus uncalled capital commitradram these funds;
(ii) the fair value of investments in ow-mvestment vehicles;
(iii) the net asset value of certain of éimed income products; and

(iv) the value of outstanding structuretafice vehicles.




You should note that our calculation of AUy differ from the calculations of other assehagers and, as a result, our measureme
AUM may not be comparable to similar measures prteskby other asset managers. Our definition of AldMot based on any definition of
AUM that is set forth in the agreements governimginvestment funds, vehicles or accounts that weage.

In this prospectus, the terms "fee payisgets under management” or "FPAUM" represent ¢rdge assets under management from
which we receive fees. FPAUM is the sum of alltef individual fee bases that are used to calcolatéees and differs from AUM in the
following respects: (i) assets from which we do regteive a fee are excluded (i.e., assets witherdgp which we receive only carried intere
and (ii) certain assets, primarily in our privatgigy funds, are reflected based on capital comritis and invested capital as opposed to fair
value because fees are not impacted by changbe fait value of underlying investments.

Unless otherwise indicated, referencesim grospectus to our fully diluted common unit$standing, or to our common units outstant
on a fully diluted basis, reflect both actual commumits outstanding as well as common units intectviKKR Group Partnership Units not h
by us are exchangeable pursuant to the terms @tieange agreement described in this prospeaitisionot reflect common units available
for issuance pursuant to our Equity Incentive Plaraddition, unless otherwise indicated, referaringhis prospectus to our common units
outstanding do not give effect to the Public Offegri




CAUTIONARY NOTE REGARDING FORWARD -LOOKING STATEMENTS

This prospectus contains forward-lookiregestnents, which reflect our current views with eetgo, among other things, our operations
and financial performance. You can identify thessvhrd-looking statements by the use of words ssctoutlook," "believe," "expect,"
"potential,” "continue,” "may," "should," "seek,dgproximately,” "predict,” "intend,” "will," "plafi,"estimate," "anticipate" or the negative
version of these words or other comparable wordsev&rd-looking statements are subject to variosissrand uncertainties. Accordingly, there
are or will be important factors that could caustial outcomes or results to differ materially frémose indicated in these statements. These
factors include, but are not limited to, those dibgd under "Risk Factors" and "Management's Disiomsand Analysis of Financial Condition
and Results of Operations". These factors shouldb@@onstrued as exhaustive and should be reamhjanction with the other cautionary
statements that are included in this prospectusddveot undertake any obligation to publicly updateeview any forward-looking statement,
whether as a result of new information, future diewments or otherwise.

MARKET AND INDUSTRY DATA

This prospectus includes market and ingufita and forecasts that we have derived frompedédent reports, publicly available
information, various industry publications, otheibpshed industry sources and internal data arichatts. Independent reports, industry
publications and other published industry souregseally indicate that the information containeeréin was obtained from sources believe
be reliable. Internal data and estimates are baged information obtained from investors in ourdantrade and business organizations and
other contacts in the markets in which we operateaur understanding of industry conditions. Altgbwe believe that such information is
reliable, we have not had this information verifledany independent sources.

iv
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QUESTIONS AND ANSWERS ABOUT THE U.S. LISTING

The questions and answers below highlight onlycseteinformation with respect to the U.S. Listiligey may not contain all of the

information that may be important to you. You sbaelad carefully this entire prospectus to fullyderstand the U.S. Listing.

Q:
A:

What is the U.S. Listing’

We have elected to list our common units on the Newnk Stock Exchange. In connection with such tigti

. KKR Guernsey will contribute its assets to us itune for our NYSE-listed common units,
. KKR Guernsey will make an -kind distribution of our common units to its unittlers and will dissolve; ar
. each KKR Guernsey unit will cease to be traded oriext Amsterdam and will be cancell

What do | have to do to participate in the U.S. tilgy and In-Kind Distribution?

No action is required on your part. KKR Guernseithalders are not required to pay any cash or delany other consideration to us
receive our common units distributable to themadnreection with the U.S. Listing.

What will | receive in connection with the U.S. ltiag?

Each KKR Guernsey unitholder will receive one of oammon units for each unit of KKR Guernsey hgddmithe effectiveness of the
U.S. Listing. Your proportionate interest in oursiness will not change.

What is being distributed in connection with the 8. Listing?

204,902,226 of our common units will be distribubedonnection with the U.S. Listing. In the aggatsgy the common units that will be
distributed to holders of KKR Guernsey units represa 30% interest in our business. The remain@8g ihterest in our business is h
by our principals, who beneficially own 478,105, &mmon units through KKR Holdings L.P. On a fullijuted basis, we have an
aggregate of 683,007,420 common units outstanding.

When will the Ir-Kind Distribution occur?

The Ir-Kind Distribution will occur concurrently with thiésting of our common units on the New York StockcBange

If | sell my KKR Guernsey units on or before the &l.Listing, am | still entitled to receive commomits distributable with respect t
the KKR Guernsey units | sold?

If you have sold KKR Guernsey units on or priothe U.S. Listing but your transaction has not besttled on or prior to the U.
Listing, your transaction will be required to betkesl in our common units.

How will KKR Guernsey distribute our common unite

The distribution of our common units and cancedlatbf KKR Guernsey units will occur automaticaltyaugh the clearing systems
which your bank or broker participates.

What are the U.S. Federal income tax consequeneese of the U.S. Listing and Distribution
The U.S. Listing and -Kind Distribution will not result in the recognitioof gain or loss by U.S. unitholders. See "Matduiss.

Federal Tax Considerations" in this prospectusuddher details regarding the U.S. federal incomedonsequences of the U.S. Listing
and In-Kind Distribution.
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Q: What is the Public Offering”

A: Subject to market conditions, we are planning tbcegnmon units in a public offering following thé.S. Listing, which we refer to ¢
the "Public Offering". Assuming an aggregate offgramount of $500,000,000 at an offering price®B® per common unit, which is
the last reported sale price of KKR Guernsey umit&uronext Amsterdam on July 5, 2010, we wouldess3,763,441 common units
the Public Offering resulting in an aggregate d8,730,861 common units outstanding on a fully éidubasis, with new common
unitholders holding 7.3% of our fully diluted commanits, former KKR Guernsey unitholders holding8% of our fully diluted
common units and our principals holding the remmagré4.9% through KKR Holdings. None of our prindgpe selling any common
units or will otherwise receive any of the net greds from the Public Offering, and any common us&ged by us in the Public
Offering would reduce the interests in our busirreddd by KKR Guernsey unitholders and our pringpath a pro rata basis. There is no
assurance that the Public Offering will be consutechas set forth herein or at all. The U.S. Lisisgot contingent on the occurrence
of the Public Offering.

Are there risks associated with owning our commonits?
We are subject to both general and specific risksuacertainties relating to our business. Ourrmss is also subject to risks relatin

the U.S. Listing. Following the U.S. Listing, welldlso be subject to risks relating to being aljmptraded company in the United
States. Accordingly, you should read carefullyitifermation set forth in the section entitled "Ris&ctors."

2
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SUMMARY

This summary highlights information contained elser in this prospectus and does not contain &litfiormation you should consider
in connection with your receipt of our common unttsu should read this entire prospectus carefitigiuding the section entitled "Risk
Factors" and the historical financial statementdarlated notes included elsewhere her

Overview
KKR

Led by Henry Kravis and George Robertsanea global alternative asset manager with $54i@rbin AUM as of March 31, 2010 and a
34-year history of leadership, innovation and itwesnt excellence. When our founders started onr ifir 1976, they established the principles
that guide our business approach today, includipgtient and disciplined investment process; tlgnaient of our interests with those of our
investors, portfolio companies and other stakehsldend a focus on attracting world-class talent.

Our business offers a broad range of asaetgement 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 investments with altoinsaction value in excess of $430 billionrdoent years, we have grown our firm by
expanding our geographical presence and buildisgnesses in new areas, such as fixed income aritdloaarkets. Our new efforts build on
our core principles, leverage synergies in ourtmss, and allow us to capitalize on a broader rafigpportunities that we source.
Additionally, we have increased our focus on seéngour existing investors and have invested megully in developing relationships with
new investors.

With over 600 people, we conduct our bussrthrough 14 offices on four continents, providisgwith 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 $54.7 billion as of MarchZ110, representing a compounded annual growttofé2@.7%. Our growth has been driven
by value that we have created through our operalfypfocused investment approach, the expansi@mupgxisting businesses, our entry into
new lines of business, innovation in the produictd tve offer investors, an increased focus on pingitailored solutions to our clients and the
integration of capital markets distribution acfie#.

As a global alternative asset manager,ave management, monitoring, transaction and ineeriées for providing investment
management, monitoring and other services to auddpvehicles, managed accounts, specialty finaoogany and portfolio companies, and
we generate transacti@pecific income from capital markets transactiolie. earn additional investment income from invesbog own capite
alongside our investors and from the carried irstenes receive from our funds and certain of oueothvestment vehicles. A carried interest
entitles the sponsor of a fund to a specified paegge of investment gains that are generated oah-giairty capital that is invested.

On October 1, 2009, we completed our adipisof all of the assets and liabilities of KPRdaour Combined Business became listed on
Euronext Amsterdam. This acquisition, which we rééeas the Combination Transaction, has providedith a significant source of
permanent capital to further grow our businessandquity currency that we may use to attractjrretad incentivize our employees and to
fund opportunistic acquisitions. The Combinatiomfisaction did not involve the payment of any castsieration or involve an offering of
any newly issued securities to the public, andpimncipals did not sell any interests in our CongnirBusiness. Following the Combination
Transaction, we operate our business through thusmess segments: Private Markets; Public Markets;Capital Markets and Principal
Activities.
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Business Segments
Private Markets

Our Private Markets segment is comprisedusfglobal private equity business, which manageksponsors a group of investment funds
and vehicles that invest capital for long-term &gjation, either through controlling ownership afampany or strategic minority positions.
These funds and vehicles build on our sourcing midege and the strong industry knowledge, operatiugertise and regulatory and stakeho
management skills of our professionals, operatomsaltants and senior advisors to identify attva@cinvestment opportunities and create and
realize value for investors.

From our inception through March 31, 204:8,have raised 16 funds with approximately $59l&hiof capital commitments and have
sponsored a number of fee and carry paying co-imes# structures that allow us to commit additioregtital to transactions. We have grown
our AUM in this segment significantly in recent ygarom $14.4 billion as of December 31, 2004460.9 billion as of March 31, 2010,
representing a compound annual growth rate of 22A8ef March 31, 2010, we had $12.8 billion of alled commitments to investment
funds and vehicles in this segment, providing aifitant source of capital that may be deployedaglly.

We generate income in our Private Marketgrgent from the management fees and carried intii@swve receive from the funds and
vehicles that we manage, as well as the monitdeeg and transaction fees that are paid by pastt@impanies. During the three months er
March 31, 2010, the segment generated $56.2 mitifdae related earnings and $193.7 million of exoit net income, representing 62% and
29% of our total segment amounts, respectively.

Public Markets

Our Public Markets segment is comprisethprily of our fixed income businesses which manzaygtal in liquid credit strategies, such
leveraged loans and high yield bonds, and lesgligeedit products, such as mezzanine debt, spsitiedtion assets, rescue financings,
distressed assets, debtor-in-possession finanaimgjgexit financings. We implement these investnsenategies through a specialty finance
company and a number of investment funds, strudtfinance vehicles and separately managed accolimtse sources of capital leverage our
global investment platform, experienced investnpenfessionals and ability to adapt our investménattagies to different market conditions to
capitalize on investment opportunities that mageadt every level of the capital structure.

We have grown our AUM in this segment digantly in recent years, from $3.7 billion as oé@mber 31, 2005, the first full year of
operations, to $13.8 billion as of March 31, 20Epresenting a compound annual growth rate of 364%f March 31, 2010, the segment's
AUM was comprised of $1.0 billion of assets manaigea publicly traded specialty finance company.13llion of assets managed in
structured finance vehicles and $4.7 billion ofeéssnanaged in other types of investment vehialdssaparately managed accounts. As of
March 31, 2010, we had $1.4 billion of uncalled coitments to investment funds and separately manageounts in this segment.

We generate income in our Public Marketgreent from the management fees, incentive feecarrged interest that we receive from the
companies, funds, accounts and vehicles that wageams well as transaction fees that may be paisshers in connection with specific
investments. During the three months ended Mar¢l2310, the segment generated $15.7 million oféésted earnings and $16.3 million of
economic net income, representing 17% and 2% ofaial segment amounts, respectively.

Capital Markets and Principal Activities

Our Capital Markets and Principal Activitisegment combines the assets we acquired in tiiGation Transaction with our global
capital markets business. Our capital markets legsin
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supports our firm, our portfolio companies and dients by providing services such as arranging dall equity financing for transactions,
placing and underwriting securities offerings, staning new investment products and providing apitarkets advice. To allow us to carry
these activities, we are registered or authoripezhtry out certain broker-dealer activities inigas countries in North America, Europe and
Asia.

The assets that we acquired in the Comibimdiransaction have provided us with a significemiirce of capital to further grow and
expand our business, increase our participatimuirexisting portfolio of businesses and furthégrabur interests with those of our investors
and other stakeholders. We believe that the mavistrience and skills of our capital markets prsifarals and the investment expertise of
professionals in our Private Markets and Public Rdts segments will allow us to continue to grow dnetrsify this asset base over time.

We generate income in our Capital Markets$ Brincipal Activities segment from the fees tvatgenerate through our capital markets
transactions as well as the returns on the adsatsve own as a principal. During the three mosetided March 31, 2010, the segment
generated $18.5 million of fee related earnings®4@#.8 million of economic net income, represenfi% and 69% of our total segment
amounts, respectively.

Strengths
Over our history, we have developed a mssirapproach that centers around three key prascipl
(i) adhere to a patient and disciplinedestment process;
(ii) align our interests with those of davestors and other stakeholders; and
(iii) attract world-class talent for ourrfi and portfolio companies.

Based on these principles, we have devdlapgaumber of strengths that we believe differéatis as an alternative asset manager and
provide additional competitive advantages thatlwateveraged to grow our business and create vahese include:

Firm Culture and People

When our founders started our firm in 19@8eraged buyouts were a novel form of corporatenfce. With no financial services firm to
use as a model and little interest in copying dsting formula, our founders sought to build a fib@sed on principles and values that would
provide a proper institutional foundation for yetvxome. We believe that our success and indiesidership has been largely attributable to
the culture of our firm and the values we live Wje believe that our experienced and talented pewgie represent our culture and values,
have been the key to our success and growth. Mabses and our "one firm" culture will not changeaaresult of the U.S. Listing.

Leading Brand Name

The "KKR" name is associated with: expetgeand success in private equity transactions wdke} a focus on operational value creation
in portfolio companies; a strong investor baselpd@ network of leading business relationshipseautation for integrity and fair dealing;
creativity and innovation; and superior investmaatformance. The strength of our brand helps waativorld-class talent, raise capital and
obtain access to investment opportunities. We thterleverage this strength as we continue to grodexpand our businesses.
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Global Presence and Integrated One Firm Approach

We are a global firm. Although our operaicspan multiple continents and business lined)ave a common culture and are focused on
sharing knowledge, resources and best practiceaghout our offices and across asset classes. |Ghailgnd diversified operations are also
supported by extensive local market knowledge, Wwpiovides an advantage for sourcing investmentsummating transactions and raising
capital. As of March 31, 2010, 63% of our employeese based in North America, 20% were based iofgiand the Middle East, and 17%
were based in Asia and Australia.

Sourcing Advantage

We believe that we have a competitive athg for sourcing new investment opportunities essalt of our internal deal generation
strategies, industry expertise and global netwAdtoss our businesses, our investment professi@malsrganized into industry groups and
work closely with our operating consultants and@eadvisors to identify attractive businesses.seheeams conduct their own primary
research, develop views on industry themes andsteand identify companies in which we may wariht@st. They also maintain relationst
with various industry players providing additioma&icess to deal flow. Through our industry focus glothal network, we often are able to
obtain exclusive or limited access to investmeinds tve identify.

Distinguished Track Record Across Economic Cyc

We have successfully employed our patiedtdisciplined investment process through all typfesconomic and financial conditions,
developing a track record that distinguishes tima.fFrom our inception through March 31, 2010, private equity funds with at least
36 months of investment activity generated a cutivdaross IRR of 25.8%, compared to the 11.6% gIBR achieved by the S&P 500 Index
over the same period. Additionally, we establisbedfixed income business in 2004 and, despitécditf market conditions, the returns in e
of our core strategies since inception have outperéd relevant benchmarks.

Sizeable Lon-Term Capital Base

As of March 31, 2010, we had $54.7 billafPAUM, making us one of the largest independeterahtive asset managers in the world.
private equity funds typically have six year invastt periods and may hold an investment for a gesfaip to 12 years from the acquisition
date. We also manage a specialty finance compashyanous structured finance vehicles that havétakghat is either long-dated or has no
fixed maturity. As of March 31, 2010, approximat&i§%, or $51.3 billion, of our AUM had a contradtiie at inception of at least 10 years,
which has provided a stable source of long-ternitabfor our business.

Long-Standing Investor Relationships

We have established strong relationshiglk widiversified group of investors, including soafehe largest public and private pension
plans, global financial institutions, universitydamwments and other institutional and public markeéstors. Many of these investors have
invested with us for decades in various producis we have sponsored. We continue to develop oelsttips with new significant investors
worldwide, providing an additional source of capita our investment vehicles. We believe thatstrength, breadth, duration and diversity of
our investor relationships provides a significahtantage for raising capital and growing our bussne

Alignment of Interests

Since our inception, one of our fundameptalosophies has been to align the interestsefitm and our people with the interests of our
investors, portfolio companies and other stakehsld&/'e
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achieve this by putting our own capital behind iieas. We and our principals have over $6.5 billiorested in or committed to our own fur
and portfolio companies, including $4.3 billion fled through our balance sheet, $1.2 billion of Galtkl commitments to investment funds
and $1.0 billion in personal investments.

Creativity and Innovation

We pioneered the development of the levastdgiyout and have worked throughout our historgréate new and innovative structures for
both raising capital and making investments. Ostdny of innovation includes establishing permareagital vehicles for our Public Markets
and Private Markets segments and developing neitatamarkets and distribution capabilities in NoAmerica, Europe and Asia.

Growth Strategy

We intend to grow our business and creabeevfor our common unitholders by:

. generating superior returns on assets that we neagragjour principal assets;

. growing our assets under management;

. entering new businesses and creating new prochatt$etverage our core competenc

. continuing our expansion into new geographies watipect to both investing and raising cap
. expanding our capital markets business; and

. using our principal assets to grow and invest inksiness.

Why We are Undertaking the U.S. Listing

Our decision to pursue a U.S. Listing isdshon our conclusion that the U.S. Listing wilhbBt KKR Guernsey unitholders over the long
term. We view the U.S. Listing as part of our conéd commitment to KKR Guernsey's unitholders, wipported us in the initial formation
of KPE and its recent combination with our busin®ge believe that the U.S. Listing offers the ogpoity to build our firm by providing new
opportunities to invest in our business, attract imcentivize world-class people, and enhance ihersity, scale and capital of our business.

The Combination Transaction and Reorganization Trarsactions

On October 1, 2009, we completed the adgprsof all of the assets and liabilities of KKRu€rnsey in the Combination Transaction. We
agreed to the Combination Transaction in order to:

. create a diversified business that would benddinfthe diversity, global presence, income streaeale and franchise of KKR
and the significant capital of KPE;

. provide a means for further aligning the interestKKR's owners and KKR Guernsey unitholders byvtimg them equity
interests in a common business that would allowntkeeshare in the same income streams, asset bdgga@vth potential;

. enhance access to capital markets and create auresncy for attracting and incentivizing world-stapeople and
opportunistically funding acquisitions and growtbportunities.

Because the business of KKR prior to thenGimation Transaction was conducted through a numbseparate entities, we completed a
series of transactions immediately prior to the Goration Transaction in which these separate estitiere reorganized into a holding
company structure. The purposes of the Reorgaairdtiansactions was to create an integrated steittat
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could hold the interests in KKR's asset managefasiness and the assets and liabilities of KKR @sgy and issue common equity
representing an interest in the Combined Business.

We refer to the Reorganization Transactemd the Combination Transaction collectively asThansactions. Following the Transactions,
KKR Guernsey holds a 30% economic interest in camBined Business through Group Holdings, and oumcjgals hold a 70% economic
interest in our Combined Business through KKR Huddi. Through KKR Holdings, our principals will fbgr hold special voting units in our
partnership that will enable them to vote alongsidecommon unitholders in proportion to their netgts in the Combined Business with
respect to any matters that are submitted to aofodeir common unitholders.

As is commonly the case with limited parsgps, our limited partnership agreement provideshe management of our business and
affairs by a general partner rather than a boadirettors. Our Managing Partner serves as ourrgepartner and has a board of directors that
is co-chaired by our founders, Henry Kravis and i@edroberts, who also serve as our Co-Chief ExeesitiOur senior principals control our
Managing Partner and you will not hold securitiésar Managing Partner and will not be entitledste in the election of its directors or other
matters affecting its governance. For a descriptiothe Combination Transaction, the Reorganizalimansactions, the components of our
business owned by the KKR Group Partnerships aagralins illustrating our ownership and organizatistraicture prior to and giving effect
to the U.S. Listing and In-Kind Distribution, se@ryjanizational Structure.”

Public Offering of Common Units

Subject to market conditions, we are plagnd sell common units in a public offering follmg the U.S. Listing, which we refer to as the
"Public Offering". Assuming an aggregate offerimgaunt of $500,000,000 at an offering price of $380 common unit, which is the last
reported sale price of KKR Guernsey units on EuxbAensterdam on July 5, 2010, we would issue 53468 common units in the Public
Offering resulting in an aggregate of 736,770,86thmon units outstanding on a fully diluted basighwew common unitholders holding
7.3% of our fully diluted common units, former KKBRuernsey unitholders holding 27.8% of our fullyutld common units and our principals
holding the remaining 64.9% through KKR Holdingse Witend to contribute the net proceeds we rededre the Public Offering to the KKR
Group Partnerships in exchange for newly issuetsimithe KKR Group Partnerships. The KKR Grouptfanships are expected to use the
proceeds they receive from us to fund the contirgredsith of our existing asset management busimessiding through funding our general
partner capital commitments to our funds; to previdpital to support the continued developmentofcapital markets business; to facilitate
our expansion into complementary lines of businessyding possibly through select strategic acditjoiss; and for other general corporate
purposes. None of our principals is selling any r@m units or will otherwise receive any of the peiceeds from the Public Offering, and :
common units issued by us in the Public Offeringildaeduce the interests in our business held birRiGernsey unitholders and our
principals on a pro rata basis. We have filed as#p registration statement with the SecuritiesEExchange Commission to register the Pt
Offering. There is no assurance that the Publie@f§ will be consummated as set forth herein @llaffhe U.S. Listing is not contingent on
the occurrence of the Public Offering.

Risks Related to Our Common Units

Holding our common units involves substantisks and uncertainties. Some of the more dicanit challenges and risks related to our
common units include:

. our business is materially affected by conditianthie financial markets and economic conditions, recent disruptions in tt
global financial markets, including considerablelaes
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in the valuations of debt and equity securitiesehaegatively impacted our financial performanoeréased the cost of
financing leveraged buyout transactions and limiterlavailability of that financing;

. we are dependent on our principals, including ounflers and other key persontr

. our net income and cash flow are volatile;

. any underperformance of our investments could ade@affect our ability to maintain or grow our AUM

. our unitholders have limited ability to influencedisions regarding our busine

. our business is subject to extensive regulationsanatiny, which may make our business more diffituoperate

. the valuation methodologies for certain assetaimfunds are subject to significant managementjusiy;

. our organizational structure may give rise to theeptial for conflicts of interest among our ManagPartner, its affiliates and
us;

. many of our funds focus on illiquid investments;

. there is no established trading market for our camuomits in the United States;

. we may be subject to substantial litigation and assult incur significant liabilities and suffeardage to our professior
reputation;

. you may be required to make tax payments in cororeetith your ownership of our common units in ess®f the cash

distributions you receive in any specific year;

. our emphasis on private equity investments, whiehaanong the largest in the industry, involve jgaittr risks ant
uncertainties; and

. our investments in companies that are based out§ithee United States present potentially greassrthan similar investmen
in the United States.

In addition, legislation has been introdiitieat would tax as a corporation a publicly tragadnership, such as us, that directly or
indirectly derives income from investment advispaeset management services. Separately, legislati® been passed in the U.S. House of
Representatives that would generally

. treat carried interest as ngpralifying income under the tax rules applicablgublicly traded partnerships, which could precl
us from qualifying as a partnership for U.S. fetieareome tax purposes; and

. tax carried interest as ordinary income for U.8efal income taxes, which could require us to laidinterest in carried intere
through taxable subsidiary corporations.

If any of these pieces of legislation oy ammilar legislation or regulation were to be eegcand apply to us, we would incur a material
increase in our tax liability, which could resuita reduction in the value of our common unitsaB¢esee "Risk Factors" for a discussion of
these and additional factors related to our comuoots.
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Issuer

U.S. Listing

Common units

Public Offering

The U.S. Listing

KKR & Co. L.P., a Delaware limited partnersh

On February 24, 2010, we delivered to KKR Guerrsegptice of our intention to exercise a right to
seek a listing of our common units on the New Y8té&ck Exchange and to have KKR Guernsey
make an inkind distribution of our common units to holderskifR Guernsey units upon complet

of the U.S. Listing. Pursuant to the In-Kind Dibtrtion, each KKR Guernsey unitholder will receive
one of our common units for each KKR Guernsey whien the U.S. Listing becomes effective.
Because the assets of KKR Guernsey consist sdidly imterests in our business, the In-Kind
Distribution will result in the dissolution of KKBuernsey and a delisting of its units from Euronext
Amsterdam. To preserve a trading market for intsrsour business, the In-Kind Distribution is
conditioned upon our common units being approvedisting on the New York Stock Exchange
subject to official notice of issuanc

Our common units represent limited partner intare@sour partnership. The remaining 70% of our
fully diluted common units are beneficially held byr principals through KKR Holdings in the form
of exchangeable KKR Group Partnership Units asritest below. See "KKR Group Partnership
Units."” On a fully diluted basis, we have an agategf 683,007,420 common units outstand

Subject to market conditions, we are planning tbcegnmon units in the Public Offering following
the U.S. Listing. Assuming an aggregate offeringpant of $500,000,000 at an offering price of
$9.30 per common unit, which is the last reporid price of KKR Guernsey units on Euronext
Amsterdam on July 5, 2010, we would issue 53,763gmmon units in the Public Offering
resulting in an aggregate of 736,770,861 commots unitstanding on a fully diluted basis, with new
common unitholders holding 7.3% of our fully dildteommon units, former KKR Guernsey
unitholders holding 27.8% of our fully diluted coramunits and our principals holding the
remaining 64.9% through KKR Holdings. None of otinpipals is selling any common units or will
otherwise receive any of the net proceeds fronPthtdic Offering, and any common units issued by
us in the Public Offering would reduce the inteséstour business held by KKR Guernsey
unitholders and our principals on a pro rata basidess otherwise indicated, references in this
prospectus to our common units outstanding do ivet effect to the Public Offering. There is no
assurance that the Public Offering will be consuneahas set forth herein or at all. The U.S. Listing
is not contingent on the occurrence of the Pubfferihg.
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KKR Group Partnership Units

Voting Rights; Special Voting Units

Distribution Policy

In October 2009, our Combined Business was rexdzgd under the KKR Group Partnerships. Each
KKR Group Partnership has an identical number ofnga interests and, when held together, one
Class A partner interest in each of the KKR Groaptrierships together represents one "KKR Group
Partnership Unit." Upon completion of the U.S. lrigtand In-Kind Distribution, we will hold KKR
Group Partnership Units representing a 30% inténetbte Combined Business and our principals
hold KKR Group Partnership Units representing a 1068rest in the Combined Business through
their interests in KKR Holdings. KKR Group Partrt@sUnits that are held by KKR Holdings are
exchangeable for our common units on a one-forb@ses, subject to customary conversion rate
adjustments for splits, unit distributions and assifications and compliance with applicable logk-
vesting and transfer restrictions. S—Exchange Rights.

Our Managing Partner, which serves as our solergepartner, will manage all of our business and
affairs. You will not hold securities of our ManagiPartner. Unlike the holders of common stock in
a corporation, you will have only limited votinghits relating to certain matters affecting your
investment and you will not have the right to el@ectemove our Managing Partner or its directors,
who will be appointed by our senior principe

Through KKR Holdings, our principals will hold spakvoting units in our partnership in an amount
that is equal to the number of exchangeable KKRu@@artnership Units that KKR Holdings holds
from time to time. These special voting units weitititle our principals to cast an equivalent number
of votes on those few matters that may be submittedvote of our unitholders. Due to the
foregoing, our principals generally will have saféint voting power to determine the outcome of any
matter that may be submitted to a unitholder vB&e "Description of Our Limited Partnership
Agreemer—Meetings; Voting.'

We intend to make quarterly cash distributionsriroants that in the aggregate are expected to
constitute substantially all of the cash earninigsus asset management business in excess of
amounts determined by our Managing Partner to begsary or appropriate to provide for the
conduct of our business, to make appropriate imvests in our business and our investment funds
and to comply with applicable law and any of oubtdestruments or other agreements. We do not
intend to distribute gains on our principal assetiser than potentially certain tax distributiongte
extent that distributions for the relevant tax yeare otherwise insufficient to cover certain tax
liabilities of our partners, as calculated by ust. the purposes of our distribution policy, our
distributions are expected to consist

. our fee related earnings net of taxes and certhier @djustments
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Exchange Rights

Tax Receivable Agreement

e carry distributions received from our investmfmtds and certain of our other vehicles that have
not been allocated as part of our carry pool;

e certain tax distributions, if an’
See "Distribution Policy.

We are party to an exchange agreement pursuartith wW(KR Holdings may, up to four times each
year, exchange KKR Group Partnership Units helthieyn for our common units on a «for-one
basis, subject to customary conversion rate adpmstsrfor splits, unit distributions and
reclassifications and compliance with applicablktap, vesting and transfer restrictions. At the
election of our partnership and KKR Management ligld Corp., as the general partners of the
KKR Group Partnerships, the KKR Group Partnershipy settle exchanges of KKR Group
Partnership Units with cash in an amount equah¢dfair market value of our common units that
would otherwise be deliverable in such exchandem Election is made to settle an exchange of
KKR Group Partnership Units with cash, the KKR GrdRartnerships will cancel the KKR Group
Partnership Units that are acquired in the exchanbeh will result in a corresponding reduction in
the number of fully diluted common units and spketding units that we have outstanding follow
the exchange. As a result of the cancellation @KR Group Partnership Units that are acquired in
the exchange, our percentage ownership of the KK&RigPartnerships will increase and KKR
Holdings' percentage ownership will decrease. Sgganizational StructureExchange Agreemer
and "Certain Relationships and Related Transac—Exchange Agreement

When KKR Holdings or its transferees transfersrthigerests in us, we expect, as a result, an
increase in the tax basis of certain of our agbetswould not otherwise have been available to us.
This increase in tax basis may increase depreniatial amortization deductions for U.S. federal
income tax purposes and therefore reduce the anodtiant that our corporate subsidiary would
otherwise be required to pay in the futt

We have entered into a tax receivable agreemehtkiR Holdings pursuant to which we will be
required to pay to KKR Holdings or its transfer8886 of the amount of cash savings, if any, in U.S.
federal, state and local income tax that we agtuatlize as a result of tax benefits resultingrfro
certain exchanges made pursuant to our exchangeragnt with KKR Holdings, as well as 85% of
the amount of any such savings we actually realize result of increases in tax basis that arisda
payments under the tax receivable agreement. Aitation of the agreement or a chang:
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NYSE symbol

Risk factors

control could give rise to similar payments basedax savings that we would be deemed to realize
in connection with such events. In the event thila¢oof our current or future subsidiaries become
taxable as corporations and acquire KKR Group Bestrip Units in the future, or if we become
taxable as a corporation for U.S. federal incomeptaposes, each will become subject to a tax
receivable agreement with substantially similamzrSee "Certain Relationships and Related Party
Transactions—Fax Receivable Agreement." Although we are not avedrany issue that would cat
the IRS to challenge a tax basis increase, neitK& Holdings nor its transferees will reimburse us
for any payments previously made under the taxivabke agreement if such tax basis increase, or
the benefits of such increases, were successfadiijenged by the IRS. See "Certain Relationships
and Related Party Transacti—Tax Receivable Agreemen

We intend to list our common units on the NYSE urttde symbol "KKR."

See "Risk Factors" for a discussion of risks yooudth carefully consider in connection with our
common units

In this prospectus, unless otherwise inditathe number of fully diluted common units ocaitgting and other information that is based
thereon does not reflect 102,451,113 additionalmmomunits that have been reserved for future issiander our Equity Incentive Plan and
53,763,441 common units to be sold in the Publiefg, assuming an aggregate offering amount 60§#0,000 at an offering price of
$9.30 per common unit, which is the last reportgd price of KKR Guernsey units on Euronext Amsaencbn July 5, 2010. None of our
principals is selling any common units or will ottvse receive any of the net proceeds from theiP@ffering. There is no assurance that the
Public Offering will be consummated as set forthelre or at all. The U.S. Listing is not contingemt the occurrence of the Public Offering.
The issuance of common units pursuant to awardsnthd Equity Incentive Plan would dilute commotithwlders and KKR Holdings pro ra
in accordance with their respective percentagedsts in the KKR Group Partnerships.

KKR & Co. L.P. was formed as a Delawareit@d partnership on June 25, 2007. Our ManaginghBawas formed as a Delaware limited
liability company on June 25, 2007. Our principateutive offices are located at 9 West 57th Sti®eite 4200, New York, New York 10019,
and our telephone number is +1 (212) 750-8300.va&lnsite is located atww.kkr.com
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Summary Historical Financial Data

The following summary historical consoligidtand combined financial information, unauditeal ferma information and other data of
KKR should be read together with "Organizationau&ure," "Unaudited Pro Forma Financial Informatfd'Selected Historical Financial and
Other Data," "Management's Discussion and AnalysiSnancial Condition and Results of Operationst ¢he consolidated and combined
financial statements and related notes includesizdisre in this prospectus. We derived the summiatgrital consolidated and combined
financial data as of December 31, 2008 and 2009a@rttie years ended December 31, 2007, 2008 ad@ 26m the audited consolidated and
combined financial statements included elsewhethignprospectus. We derived the summary histodoakolidated and combined financial
data as of December 31, 2007 from audited comHtfinadcial statements that are not included in giisspectus. We derived the summary
historical combined financial data as of March 3210 and for the three months ended March 31, 20092010 from the unaudited condensed
consolidated financial statements found elsewhetkis prospectus. The unaudited pro forma findniefarmation for the year ended
December 31, 2009 and the three months ended N84rc2010 was prepared on substantially the sanis &sshe audited and unaudited
consolidated and combined financial statementdrasiddes all adjustments that we consider necedeary fair presentation of our
consolidated and combined pro forma financial infation as if the Transactions and certain othemg@ments occurred on January 1, 2009.
Because the Transactions and related arrangementscempleted on October 1, 2009, their impaatlly feflected in our statement of
financial condition as of March 31, 2010. Accordingve have not included a pro forma statementrarfcial condition. The summary
historical consolidated and combined financial infation presented below reflects the economic irnpathe Transactions for periods
following October 1, 2009.

Pro Forma(1)
Three Months

Three Months Ended Ended
For the Years Ended December 31 Pro Forma(l) March 31, March 31,
2007 2008 2009 2009 2009 2010 2010
Statement of
Operations Data:
Revenue:
Fees $ 862,26! $ 235,18: $ 331,27 $ 334,377 $ 39,07($ 106,03: $ 106,03:
Expenses
Employee
Compensation
and Benefits(2 212,76t 149,18: 838,07 1,114,43° $ 4554:$ 36553 $ 369,71!
Occupancy and
Related Charge 20,06¢ 30,43( 38,01 38,01¢ 8,88t 9,68t 9,68t
General,
Administrative
and Other(2 128,03t 179,67: 264,39t 230,83( 37,40¢ 77,72¢ 77,72¢
Fund Expense 80,04( 59,10 55,22¢ 56,38 12,92¢ 10,36¢ 10,36¢
Total Expense 440,91( 418,38t 1,195,711 1,439,66 104,75¢ 463,30¢ 467,49.
Investment Income
(Loss)
Net Gains (Losse:
from Investment
Activities 1,111,57: (12,944,72) 7,505,00! 7,153,04 (720,84 2,286,55: 2,286,55:
Dividend Income 747,54 75,44 186,32: 168,47: 70C 442,90 442,90°
Interest Incom 218,92( 129,60: 142,11° 139,07: 27,08: 48,30 48,30:
Interest Expens (86,259 (125,567) (79,63%) (79,63¢) (22,27¢)  (13,82) (13,82))
Total Investment
Income (Loss 1,991,78: (12,865,23) 7,753,80! 7,380,95: (715,34%) 2,763,93 2,763,93!
Income (Loss) Before
Taxes 2,413,13! (13,048,44) 6,889,36! 6,275,66! (781,03} 2,406,65' 2,402,47!
Income Taxes(3 12,06 6,78¢€ 36,99¢ 83,46¢ 1,531 13,45: 13,45:
Net Income (Loss 2,401,07 (13,055,23) 6,852,37. 6,192,20! (782,564 2,393,20° 2,389,02:
Less: Net Income
(Loss)
Attributable to
Noncontrolling
Interests in
Consolidated
Entities 1,598,31! (11,850,76) 6,119,38: 5,195,08 (727,98:) 1,987,13i 1,987,13I
Less: Net Income
(Loss)
Attributable to

Noncontrolling

Interests Held by

KKR Holdings — — (116,691 752,20: — 292,24 289,31:
Net Income (Loss

Attributable to

Group Holdings

4) $ 802,76: $ (1,204,47) $ 849,68' $ 24491 $ (54,589)% 113,83t $ 112,58:
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Pro-F Three Months Ended
ro-Forma March 31,

December 31 December 31 December 31 December 31

2007 2008 2009 2009 2009 2010
Statement of Financial
Condition Data (period
end):
Total asset $ 32,842,79 $ 22,441,03 $ 30,221,11 $ 32,624,87
Total liabilities $ 257563 $ 259067 $ 2,859,63 $ 2,043,17
Noncontrolling interests i
consolidated entitie $ 28,74981 $ 19,698,47 $ 23,275,227 $ 25,913,96
Noncontrolling interests hel
by KKR Holdings $ — $ — $ 3,072,336 $ 3,562,09
Total Group Holdings
partners' capital(t $ 151734 $ 151,87¢ $ 1,013,84 $ 1,105,63
Segment Data(6):
Fee related earnings(
Private Market: $ 416,38 $ 156,15: $ 240,09: $ 216,95. $ 48,21: $ 56,21°
Public Markets $ 48,07: $ 32,57¢ $ 10,55« $ 11,81 $ 324 $ 15,69:
Capital Markets and
Principal Activities $ — $ 5297 $ 18,65¢ $ 18,65¢ $ (3,15) $ 18,477
Economic net income(¢
Private Market: $ 775,01« $ (1,233,52) $ 1,113,662 $ 661,48( $ (47,390 $  193,74(
Public Markets $ 39,81: $ 36,84: $ 527¢ $ 6,44¢ $ (336) $ 16,28(
Capital Markets and
Principal Activities $ — % 1,208 $ 367,75 $ 1,286,021 $ 4,379 $ 464,78
Partners' capital(t
Private Market: $ 149932 $ 97,24¢ $ 277,06: $ 277,06: $ (10,569 $ 419,64
Public Markets $ 18,02 $ 45867 $ 49,58: $ 49,58: $ 47,01C $ 62,27:
Capital Markets and
Principal Activities $ — $ 1097: $ 3,826,24 $ 382624 $ (3,397) $ 4,251,32.
Other Data:
Assets under management
(period end)(9 $ 53,215,70 $ 48,450,70 $ 52,204,20 $ 52,204,20 $ 47,430,000 $ 54,708,70
Fee paying assets under
management (period end
(10) $ 39,862,16 $ 4341180 $ 42,779,80 $ 42,779,80 $ 44,900,50 $ 42,528,90
Committed dollars invested
(11) $ 1485420 $ 3,168,801 $ 2,107,700 $ 2,107,700 $ 18,000 $ 1,142,701
Uncalled commitments
(period end)(12 $ 1153041 $ 14,930,14 $ 14,544,42 $ 1454442 $ 14,82508 $ 14,234,80
1) The financial information reported for periods prio October 1, 2009 did not give effect to theriBactions. The unaudited pro forma financial infation give:

effect to the Transactions and certain other aearents entered into in connection with the Transastas if the Transactions and such arrangemeutdéen
completed as of January 1, 2009. For the threemsarided March 31, 2010, no pro forma adjustmeats wade other than one adjustment relating to the
vesting of restricted equity units granted in theoant of $4.2 million. Since our segment preseotaéixcludes the impact of non-cash equity basetyesano
adjustment has been made to our segment finaratialfdr the three months ended March 31, 2010. ditedipro forma information for the statement of
financial condition, segment data and other data mat been included as the impact of the tranmadsi fully reflected in our December 31, 2009 Mwatch 31,
2010 Summary Historical Financial Data. See "UneaidPro Forma Financial Information."

) Includes non-cash charges arising from the issuandevesting of interests in KKR Holdings. Amoututaling $481.4 million and $214.8 million were oeded
in employee compensation and benefits expense &h@ $illion and $38.0 million were recorded in geal, administrative and other expense for the gadec
December 31, 2009 and for the three months endedh\V&d, 2010, respectively. In addition, allocasiaa our carry pool resulted in $163.1 million and
$92.6 million recorded in employee compensation lzemkfits expense and $4.1 million and $4.4 milliecorded in general, administrative and other egpe
for the year ended December 31, 2009 and for tlee tthonths ended March 31, 2010, respectively.

(3) Prior to the Transactions, most of the entitiestin consolidated group were taxed as partnershigoar income was generally allocated to, and ékselting tax
liability generally was borne by, our principalsaat individual level. Accordingly, the taxes thegighare not reflected in our consolidated and combifinancial
statements. Following the Transactions, certaiousfincome will be subject to corporate tax.

4) Subsequent to the Transactions, net income (Its&)waable to Group Holdings reflects only thoseaaunts that are allocable to KKR Guernsey's 30%rést in
our Combined Business. Net Income (Loss) thatlizable to our principals' 70% interest in our Camell Business is reflected in net income (lossjbattable
to noncontrolling interests held by KKR Holdings.

(5) As of December 31, 2009 and March 31, 2010, totalf® Holdings partners' capital reflects only tloetion of equity attributable to Group Holdingsf(eeting
KKR Guernsey's 30% interest in our Combined Buspesad differs from partners' capital reported ae@ment basis primarily as a result of the exctusf the
following items from our segment presentationtt{g impact of income taxes; (ii) charges relatmghie amortization of intangible assets; (iii) ncash equity
based charges; and (iv) allocations of equity tdR#oldings. For a reconciliation to the $4,733.2iom of partners' capital reported on a segmestdalease
see "Management's Discussion and Analysis of Finh@ondition and Results of Operations—Segmentriées' Capital." KKR Holdings' 70% interest in our
Combined Business is reflected as noncontrollingrests held by KKR Holdings and is not includedoital Group Holdings partners' capital.

(6) Our Capital Markets and Principal Activities segmneas formed by combining the assets we acquiréderCombination Transaction with our global cdpita
markets business upon completion of the TransaxtionOctober 1, 2009. As a result, we have redledghe results of our capital markets businessesi
inception into this segment. See "Unaudited PrarfeoFinancial Information" for a summary of the emmic impact of the Transactions.

©) Fee related earnings ("FRE") is comprised of sedmpearating revenues, less segment operating eepefibe components of FRE on a segment basis differ
from the equivalent U.S. GAAP amounts on a combimesis as a result of: (i) the inclusion
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®)

©)

(10)

11

(12)

management fees earned from consolidated fundsviivat eliminated in consolidation; (i) the exclusiof expenses of consolidated funds; (iii) thelesion of
charges relating to the amortization of intangdsets; (iv) the exclusion of charges relatingaiwycpool allocations; (v) the exclusion of nonttasjuity
charges and other non-cash compensation chargeghg\exclusion of certain reimbursable expenseb(gii) the exclusion of certain non-recurringnite.

Economic net income ("ENI") is a measure of prdiility for our reportable segments and is comprisedi) FRE; plus (ii) segment investment incomajch is
reduced for carry pool allocations and managenmemntdéfunds; less (iii) certain economic interestsur segments held by third parties. ENI diffeonf net
income on a U.S. GAAP basis as a result of: (i)ekeusion of the items referred to in FRE aboiigil{e exclusion of investment income relating to
noncontrolling interests; and (iii) the exclusidnmcome taxes.

Assets under management ("AUM") represent the eifseh which we are entitled to receive fees oamied interest and general partner capital. Weutaie

the amount of AUM as of any date as the sum oth@)fair value of the investments of our investtrfands plus uncalled capital commitments from éhesds
(i) the fair value of investments in our co-invasint vehicles; (iii) the net asset value of certdiour fixed income products; and (iv) the valdeotstanding
structured finance vehicles. You should note thataalculation of AUM may differ from the calculatis of other asset managers and, as a result, our
measurements of AUM may not be comparable to simikeasures presented by other asset managersefhition of AUM is not based on any definition of
AUM that is set forth in the agreements governimginvestment funds, vehicles or accounts that weage. The AUM amounts reported as of December 31,
2007 and 2008 and as of March 31, 2009, reflechét@sset value of KPE and its commitments tarougstment funds as those periods are prior to the
Combination Transaction on October 1, 2009. Suleseicfo the Combination Transaction, we began repAUM excluding the net asset value of KPE asd it
commitments to our private equity funds. On a pronia basis, giving effect to the exclusion of KREIM as of December 31, 2007 and 2008 and March 31,
2009 would have been $47.2 billion, $44.9 billiond#43.8 billion, respectively.

Fee paying assets under management ("FPAUM") repte®nly those assets under management from widaleceive fees. FPAUM is the sum of all of the
individual fee bases that are used to calculatdemg and differs from AUM in the following respgcti) assets from which we do not receive a feeeacluded
(i.e., assets with respect to which we receive eoalyied interest); and (ii) certain assets, pritmam our private equity funds, are reflected bdsa capital
commitments and invested capital as opposed todhie because fees are not impacted by changhke fair value of underlying investments. The FPAUM
amounts reported as of December 31, 2007 and 2@D8sof March 31, 2009, reflect the net assetevafuKPE as those periods are prior to the Comimnat
Transaction on October 1, 2009. Subsequent to timeb@ation Transaction, we began reporting FPAUNIing the net asset value of KPE in its entisty
fees paid by KPE to our management companies ianéeted as intersegment transactions. On a proddrasis, giving effect to the exclusion of KPEAER
as of December 31, 2007 and 2008 and March 31, 0@ have been $35.2 billion, $40.2 billion artl$ billion, respectively.

Committed dollars invested is the aggregate amoticépital commitments that have been investedunyjrovestment funds and carry-yielding co-investen
vehicles during a given period. Such amounts irel(ij capital invested by fund investors and ceestors with respect to which we are entitled tamied
interest and (ii) capital invested by us.

Uncalled commitments represent unfunded capitalnsitments that our investment funds and carry-pagiminvestment vehicles have received from partne
contribute capital to fund future investmer
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RISK FACTORS

You should carefully consider the following infotioa about these risks, together with the otheolimfation contained in this prospectus
in connection with the U.S. Listing and holding common units.

Risks Related to Our Business

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

Our business is materially affected by d¢bads in the financial markets and economic cdondg or events throughout the world, such as
interest rates, availability of credit, inflatioates, economic uncertainty, changes in laws (inetutaws relating to taxation), trade barriers,
commodity prices, currency exchange rates and aisréind national and international political cir@tances (including wars, terrorist acts or
security operations). These factors are outsideontrol and may affect the level and volatilitysafcurities prices and the liquidity and the
value of our investments. In addition, we may netble to or may choose not to manage our exposihese conditions and/or events. The
market conditions surrounding each of our busiress®sd in particular our private equity businessl heen quite favorable for a number of
years. A significant portion of the investmentsaf private equity funds were made during thisgerMarket conditions, howeve
significantly deteriorated in 2008 and 2009 andagalty remain at depressed levels. Global finantiatkets experienced considerable decl
in the valuations of equity and debt securitiesaamte contraction in the availability of creditdahe failure of a number of leading financial
institutions. Many economies around the world, udidhg the U.S. economy, are in a period of sigaiftcdecline in employment, household
wealth, and lending. These events have led torafigntly diminished availability of credit and amcrease in the cost of financing. The lac
credit has materially hindered the initiation of\péarge-sized transactions for our private eghitginess and, together with declines in
valuations of equity and debt securities, has adhglimpacted our recent operating results refteoteour combined financial statements
included in this prospectus. As of March 31, 2008, date of the lowest aggregate valuation of oiwape equity funds during the most recent
downturn, the investments in our contributed pevedquity funds were marked down to 67% of origowst. Our profitability may also be
adversely affected by our fixed costs and the pdagithat we would be unable to scale back ottwsts within a time frame sufficient to ma
any decreases in net income relating to changemiket and economic conditions.

Our funds may be affected by reduced opipities to exit and realize value from their inveshts as lack of financing makes it more
difficult for potential buyers to raise sufficiecapital to purchase assets in our funds' portfopbgdower than expected returns on investments
made prior to the deterioration of the credit méskerhich could cause us to realise diminishedoocarried interest, and by the fact that we
may not be able to find suitable investments ferftinds to effectively deploy capital, which coaldversely affect our ability to raise new
funds because we can generally only raise capitad Successor fund following the substantial dgplent of capital from the existing fund. In
the event of poor performance by existing fundsdhe absence of improvements in market or ecoo@wnditions, fundraising conditions are
likely to remain challenging and pressures by itweasfor lower fees, different fee sharing arrangata or fee concessions will likely continue
and could increase. The outcome of such negotmtonld result in our agreement to terms that aterally less favorable to us than for pi
funds we have managed or funds managed by our ddarpeWe might also choose in such circumstatgcesduce the size of any new funds
so as to include only those investors willing tetiggpate on terms we view as acceptable, whicHdalso reduce our revenues. During 2009,
we believe that certain fund sponsors decreasedntoeint of
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fees they charge investors for fund managemengshovs may also seek to redeploy capital away frertain of our fixed income vehicles,
which permit redemptions on relatively short naticeorder to meet liquidity needs or invest ineathsset classes.

During periods of difficult market or ecaniz conditions or slowdowns (which may be across onmore industries, sectors or
geographies), companies in which we have investeg enperience decreased revenues, financial lossslt rating downgrades, difficulty in
obtaining access to financing and increased fundasgs. These companies may also have difficulgxpanding their businesses and
operations or be unable to meet their debt senlitigations or other expenses as they become deleding expenses payable to us. Negative
financial results in our funds' portfolio companieay result in lower investment returns for ourdstment funds, which could materially and
adversely affect our operating results and cash.flm the extent the operating performance of quattfolio companies (as well as valuation
multiples) do not improve or other portfolio comEmexperience adverse operating performance umgisfmay sell those assets at values that
are less than we projected or even at a loss,lpeignificantly affecting those funds' performareel consequently our operating results and
cash flow. During such periods of economic difftgubur investment funds' portfolio companies miepdnave difficulty expanding their
businesses and operations or meeting their delitsesbligations or other expenses as they becarageidcluding amounts payable to us.
Furthermore, negative market conditions or a sfegifirket dislocation may result in lower investregiurns for our funds, which would
further adversely affect our net income. Adverseditions may also increase the risk of default withpect to private equity, fixed income and
other equity investments that we manage. Althoughket conditions have recently shown some sigrispfovement, financial markets
continue to experience disruption and volatilitglame are unable to predict whether economic andebt@onditions may continue to improve.
Even if economic and market conditions do improkaally and significantly over the long term, adeecenditions in particular sectors may
cause our performance to suffer.

Changes in the debt financing markets have negaljvienpacted the ability of our private equity fundsad their portfolio companies to
obtain attractive financing for their investmentsna have increased the cost of such financing ifstobtained, which could lead to lower-
yielding investments and potentially decreasing et income

During 2008 and 2009, the markets for dielaincing contracted significantly, particularly time area of acquisition financings for private
equity and real estate transactions. Large comaleand investment banks, which have traditionatlyvrled such financing, have demanded
higher rates, higher equity requirements as paptighte equity and real estate investments, mesgictive covenants and generally more
onerous terms in order to provide such financimgl, ia some cases are refusing to provide finanfangcquisitions the type of which would
have been readily financed in earlier years. Inethent that our funds are unable to obtain comuhittebt financing for potential acquisitions or
can only obtain debt at an increased interestalate unfavorable terms, our funds may have difficaompleting otherwise profitable
acquisitions or may generate profits that are loivan would otherwise be the case, either of whalld lead to a decrease in the investment
income earned by us. Any failure by lenders to gleypreviously committed financing can also expeséo potential claims by sellers of
businesses which we may have contracted to purcBasdarly, our portfolio companies regularly i##é the corporate debt markets in order to
obtain financing for their operations. To the extinat the current credit markets have renderet §nancing difficult to obtain or more
expensive, this may negatively impact the opergbeijormance of those portfolio companies and gfoee, the investment returns on our
funds. In addition, to the extent that the curmaarkets make it difficult or impossible to refin@ngdebt that is maturing in the near term, we or
some of our portfolio companies may be unable payesuch debt at maturity and may be forced toasslts, undergo a recapitalization or
seek bankruptcy protection.
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Recent developments in the U.S. and global finahciearkets have created a great deal of uncertaifdy the asset management industi
and these developments may adversely affect thestments made by our funds or their portfolio conmpas or reduce the ability of our
funds to raise or deploy capital, each of which dddurther materially reduce our revenue, net incarand cash flow

Recent developments in the U.S. and glfibahcial markets have illustrated that the curmtironment is one of extraordinary and
unprecedented uncertainty and instability for tbgedmanagement industry. With global credit markeperiencing substantial disruption
(especially in the mortgage finance markets) amaidiity shortages, financial instability spreadlzgddly. In response to the financial crises
affecting the banking system and financial markets going concern threats to investment banks #ret éinancial institutions, in October
2008, the U.S. government passed the EmergencyoRtorStabilization Act of 2008, authorizing the USecretary of the Treasury to
purchase up to $700 billion in distressed mortgatpted assets from financial institutions, the .Ur&deral Reserve announced the creatior
special-purpose facility to buy commercial papeoider to stabilize financial markets and the U.@asury Department announced a capital
purchase program under the Emergency Economicl@&tton Act of 2008 pursuant to which the Treasomgty purchase up to $250 billion of
senior preferred shares in certain financial iniths. The U.K. government similarly announcedaa o recapitalize some of the country's
largest financial institutions. In March 2009, theS. Department of the Treasury and the FederaResannounced the launch of the Term
Asset-Backed Securities Loan Facility, which pr@gdip to $200 billion of financing (which may bergased to up to $1 trillion) to certain
U.S. entities to purchase qualifying asset-baclkedrties, and the U.S. Department of the Treaannounced plans for the Public Private
Investment Partnership Program for legacy assétishvis intended to facilitate the purchase of masiloans and securities held by financial
institutions. In addition, there has also been suiigl consolidation in the financial servicesustty. Although market conditions have rece
shown some signs of improvement, there can be suwrasces that conditions in the global financiatkets will not worsen and/or further
adversely affect our investments, access to leeeaag overall performance.

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

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

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

. service debt obligations, including indebtednespiaed from KKR Guernsey in connection with the Gamation Transactio
and any contingent liabilities that give rise ttufe cash payments;

. fund cash operating expenses;
. pay amounts that may become due under our taxvaddeiagreement with KKR Holdings; a
. make cash distributions in accordance with ourithistion policy.

These liquidity requirements are significand, in some cases, involve capital that will aeminvested for extended periods of time. A
March 31, 2010, we have approximately $1,149.liomlbf remaining unfunded capital commitments to iovestment funds. Our
commitments to our funds will require significaiaish outlays over time, and there can be no assithatwe will be able to generate
sufficient cash flows from realizations of investtgto fund them. In addition, as of March 31, 2048 had $350.5 million of borrowings
outstanding under our credit facilities and $608iBion of cash and cash equivalents. While we hiang-term committed financings with
substantial facility limits, the terms of thoseiféies will expire in 2012 and 2013, respectivébee "Management's Discussion and Analysis of
Financial Condition and Results of Operations—Litijyi and Capital Resources"), and any borrowingsgtinder will require refinancing or
renewal, which

19




Table of Contents

could result in higher borrowing costs, or issudgity. If the current credit market conditions @éo worsen, we may not be able to renew all
or part of these credit facilities or find alter@aburces of financing on commercially reasonabi@s or raise equity. In that event, our uses of
cash could exceed our sources of cash, therebptgiteg adversely affecting our liquidity or caugims to sell assets on unfavorable terms. In
addition, the underwriting commitments for our ¢apmarkets business may require significant cddigations, and these commitments may
also put pressure on our liquidity. The holding gamy for our capital markets business has entatecai credit agreement that provides for
revolving borrowings of up to $500 million, whichre be used in connection with our ongoing busiaesisities, including placing and
underwriting securities offerings. To the extenteeenmit to buy and sell an issue of securitiesrim tommitment underwritings or otherwise,
we may be required to borrow under this credit egrent to fund such obligations, which, dependinghernsize and timing of the obligations,
may limit our ability to enter into other undenimigy arrangements or similar activities, serviceserg debt obligations or otherwise grow our
business.

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

The partnership documents governing ouliticmal private equity funds generally includecéaWwback" or, in certain instances, a "net |
sharing” provision that, if triggered, may giveeri® a contingent obligation that may require theegal partner to return or contribute amounts
to the fund for distribution to investors at thelef the life of the fund. Under a "clawback" prewin, upon the liquidation of a fund, the
general partner is required to return, on an aéemasis, previously distributed carry to the ektbat, due to the diminished performance of
later investments, the aggregate amount of caatyildiitions received by the general partner dutiregterm of the fund exceed the amount to
which the general partner was ultimately entitlexicluding carried interest received by the genpaatners of our 1996 Fund (which was not
contributed to us in the Transactions), as of M&th2010, the amount of carried interest we haceived that is subject to this clawback
obligation was $61.5 million, assuming that all gable private equity funds were liquidated atithéarch 31, 2010 fair values. Had the
investments in such funds been liquidated at zaheey the clawback obligation would have been $r@dillion. Under a "net loss sharing
provision," upon the liquidation of a fund, the geal partner is required to contribute capitah® tund, to fund 20% of the net losses on
investments. In these vehicles, such losses wailtedpired to be paid by us to the limited partietiose vehicles in the event of a
liquidation of the fund regardless of whether aayried interest had previously been distributedseBbon the fair market values as of
March 31, 2010, our obligation in connection witle het loss sharing provision would have been agpitely $12.7 million. If the vehicles
were liquidated at zero value, the contingent repayt obligation in connection with the net lossrsigprovision as of March 31, 2010 would
have been approximately $1,124.6 million.

Prior to the Transactions, certain of otngipals who received carried interest distribngavith respect to the private equity funds had
personally guaranteed, on a several basis andcubja cap, the contingent obligations of the gaingartners of the private equity funds to
repay amounts to fund limited partners pursuatiéogeneral partners' clawback obligations. Thasesf the Transactions require that our
principals remain responsible for clawback obligas relating to carry distributions received ptimthe Transactions up to a maximum of
$223.6 million. Carry distributions arising subseguto the Transactions may give rise to clawbdilgations that may be allocated generally
to carry pool participants and the Combined Businesccordance with the terms of the instrumeateming the KKR Group Partnerships.
Unlike the "clawback" provisions, the Combined Biesis will be responsible for amounts due undetosstsharing arrangements and will
indemnify our principals for any personal guarastdet they have provided with respect to such asou
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Our earnings and cash flow are highly variable doe the nature of our business and we do not inteidorovide earnings guidance, each
which may cause the value of interests in our busés to be volatile.

Our earnings are highly variable from geatb quarter due to the volatility of investmeetiurns of most of our funds and other investr
vehicles and our principal assets and the feesddrom our funds. We recognize earnings on investsin our funds based on our allocable
share of realized and unrealized gains (or losgg®)rted by such funds, and a decline in realizathcealized gains, or an increase in realized
or unrealized losses, would adversely affect otiim@mme. Fee income, which we recognize when ectielly earned, can vary due to
fluctuations in AUM, the number of investment tracsons made by our funds, the number of portfeimpanies we manage and the fee
provisions contained in our funds and other investhproducts. Fees for the years ended Decemb@08%, 2008 and 2009 and the three
months ended March 31, 2009 and 2010 were $862li8mi$235.2 million, $331.3 million, $39.1 millioand $106.0 million, respectively. \
may create new funds or investment products or trerterms of our funds or investment products civimay alter the composition or mix of
our income from time to time. We may also expergfligctuations in our results from quarter to gegrincluding our revenue and net income,
due to a number of other factors, including charigele values of our funds' investments, changeke amount of distributions or interest
earned in respect of investments, changes in aenatipg expenses, the degree to which we encooatepetition and general economic and
market conditions. Net income (loss) attributablé&roup Holdings for the years ended December 32722008 and 2009 and the three
months ended March 31, 2009 and 2010 was $802l@®mi$(1,204.5) million, $849.7 million, $(54.6)illion and $113.8 million,
respectively. Such variability may lead to variapiln the value of interests in our business aadse our results for a particular period not t
indicative of our performance in future periodamiay be difficult for us to achieve steady growtmet income and cash flow on a quarterly
basis, which could in turn lead to large adverseentents in the value of interests in our business.

The timing and receipt of carried interiesim our private equity funds are unpredictable asiticontribute to the volatility of our cash
flows. Carried interest is distributed to the gehg@artner of a vehicle with a clawback or net Isisaring provision only after all of the
following are met: (i) a realization event has aced (e.g. sale of a portfolio company, dividend,)e (ii) the vehicle has achieved positive
overall investment returns since its inception; éiidall of the cost has been returned to investwith respect to investments with a fair value
below remaining cost. Carried interest paymentsfprivate equity investments depend on our funeidopmance and opportunities for
realizing gains, which may be limited. It takesubstantial period of time to identify attractivévyate equity investment opportunities, to raise
all the funds needed to make an investment andtthezalize the cash value (or other proceedshafieestment through a sale, public offering
or other exit. To the extent a private equity irtwent is not profitable, no carried interest shallreceived from our private equity funds with
respect to that investment and, to the extent suastment remains unprofitable, we will only béited to a management fee on that
investment. Even if a private equity investmentvaoto be profitable, it may be several years leeémy profits can be realized in cash. We
cannot predict when, or if, any realization of istraents will occur. In particular, since the latteif of 2007, the credit dislocation and related
reluctance of many finance providers, such as camialeand investment banks, to provide financingehmade it difficult for potential
purchasers to secure financing to purchase compani@ur investment funds' portfolio, thereby desieg potential realization events and the
potential to earn carried interest. A downturnha equity markets also makes it more difficult @ ewvestments by selling equity securities. If
we were to have a realization event in a particglarter, the event may have a significant impaabar cash flows during the quarter that may
not be replicated in subsequent quarters. A dealimealized or unrealized gains, or an increageatized or unrealized losses, would
adversely affect our investment income, which cdutther increase the volatility of our quartersuilts.
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A decline in the pace or size of investment by éumds or an increase in the amount of transactioads we share with our investors wot
result in our receiving less revenue from transamti fees.

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

. the inability of our investment professionals teritfy attractive investment opportuniti¢

. competition for such opportunities among other pti¢é acquirers;

. decreased availability of capital on attractiverterand

. our failure to consummate identified investmentanymnities because of business, regulatory or legaiplexities and adver:

developments in the U.S. or global economy or far@mmarkets.

. In particular, the current limited financing opt®for leveraged buy-outs resulting from the credhirket dislocation has
significantly reduced the pace and size of trad#ldouyout investments by our funds. Due primatalyhis reduction in
traditional buyout investments, the amount of cottedidollars invested by our Private Markets Sedrdenreased to
$2.1 billion for the year ended December 31, 2@08ecrease of $1.1 billion, or 33.5%, from the yeated December 31, 2008.
In addition, we have confronted and expect to cuito confront requests from a variety of investond groups representing
investors to increase the percentage of transafd@swe share with our investors. To the extendaesmmmodate such requests,
it would result in a decrease in the amount ofréa@nue we earn.

The asset management business is intensely conipetitvhich could have a material adverse impactaur business.

We compete as an asset manager for bodistors and investment opportunities. The asset geament business is highly fragmented,
with our competitors consisting primarily of sporsof public and private investment funds, busirdesglopment companies, investment
banks, commercial finance companies and operatingpanies acting as strategic buyers of businessesrding to Institutional Investor, as
December 31, 2008, there were more than 100 ass®igers in the United States with over $25 bilbbAUM. We believe that competition
for investors is based primarily on:

. investment performance;

. investor liquidity and willingness to inve:

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

. business reputation;

. the duration of relationships with investors;

. the quality of services provided to investc

. pricing;

. fund terms (including fees); and

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

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

Due to the global economic downturn andtretly poor investment returns, institutional ist@s have suffered from decreasing returns,
liquidity pressure, increased volatility and ditflty maintaining targeted asset allocations, asifjaificant number of investors have materially
decreased or
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temporarily suspended making new fund investmeutid this period. As the economy begins to recosech investors may elect to reduce
their overall portfolio allocations to alternatiirevestments such as private equity funds, resultirgsmaller overall pool of available capita
our industry. Investors may also seek to redeppital away from certain of our fixed income vebglwhich permit redemptions on relativ
short notice in order to meet liquidity needs aeist in other asset classes.

In the event all or part of this analysieyes true, when trying to raise new capital we ldl competing for less available capital in an
increasingly competitive environment which couldddo terms less favorable to us as well as ditfida raising new capital. Such changes
would adversely affect our revenues and profitgbili

A number of factors serve to increase ampetitive risks:

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

. a significant number of investors have materiabbgr@ased or temporarily suspended making new furgstments recently
because of the global economic downturn and redtigoor returns in their overall alternative asseestment portfolios in
2008 and 2009;

. some of our competitors may have better expertig®aoegarded by investors as having better exgeeirtia specific asset class
or geographic region than we do;

. some of our funds may not perform as well as coitgust funds or other available investment prody

. investors may reduce their investments in our flordsot make additional investments in our fundseolaupon their available
capital;

. several of our competitors have recently raisedhdua period of easier fundraising, or are expettagise, significant amoun

of capital, which fundraising efforts may occuramaround the same time as ours, and many of ttemm similar investment
objectives and strategies to our funds, which nragte additional competition for investment oppoities and may reduce the
size and duration of pricing inefficiencies thatnmalternative investment strategies seek to etploi

. some of these competitors may also have a loweérofa@apital and access to funding sources thaharavailable to us, which
may create competitive disadvantages for us wiheet to investment opportunities;

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

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

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

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

. other industry participants will from time to tinseek to recruit our investment professionals ahdraemployees away from
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We may lose investment opportunities inftitare if we do not match investment prices, dtites and terms offered by competitors.
Alternatively, we may experience decreased investmegurns and increased risks of loss if we matebstment prices, structures and terms
offered by competitors. Moreover, if we are for¢cedompete with other alternative asset managetbebasis of price, we may not be able to
maintain our current fund fee, carried interesbthier terms. There is a risk that fees and camigdtest in the alternative investment
management industry will decline, without regardhe historical performance of a manager. Fee wrethinterest income reductions on
existing or future funds, without correspondingm@ses in our cost structure, would adversely affecrevenues and profitability.

In addition, if interest rates were to rigaf market conditions for competing investmengucts improve and such products begin to
rates of return superior to those achieved by ond$, the attractiveness of our funds relativent@stments in other investment products could
decrease. This competitive pressure could adveedtegt our ability to make successful investmemtd limit our ability to raise future funds,
either of which would adversely impact our businessults of operations and cash flow.

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

The U.S. federal income tax treatment afunitholders depends in some instances on detatioits of fact and interpretations of
complex provisions of U.S. federal income tax ldarswhich no clear precedent or authority may bailable. You should be aware that the
U.S. federal income tax rules are constantly uneleiew by persons involved in the legislative pes;ahe Internal Revenue Service, or IRS,
and the U.S. Department of the Treasury frequeeBulting in revised interpretations of establishedcepts, statutory changes, revisions to
regulations and other modifications and interpietst The present U.S. federal income tax treatrokowning our common units may be
modified by administrative, legislative or judiciaterpretation at any time, and any such actiog affect investments and commitments
previously made. For instance, changes to the fédgral tax laws and interpretations thereof conéke it more difficult or impossible for us
to be treated as a partnership that is not taxadke corporation for U.S. federal income tax pueppaffect the tax considerations of owning
common units, change the character or treatmembmions of our income (including, for instanceg theatment of carried interest as ordinary
income rather than capital gain) and adversely shpaur investment in our common units. See theudision below under "—The U.S. House
of Representatives has passed legislation thata€ted, (i) would, for taxable years beginningytears after the date of enactment, preclude us
from qualifying as a partnership or require usatdicarried interest through taxable subsidianpooations and (ii) would tax certain income
and gains at increased rates for taxable yearsgmdier December 31, 2010. If this or any simliggislation were to be enacted and apply to
us, the after tax income and gain related to oginass, as well as the market price of our uniéglccbe reduced.” Our organizational
documents and agreements give the Managing Pdmoad authority to modify the amended and restpgethership agreement from time to
time as the Managing Partner determines to be sapesr appropriate, without the consent of thehatilers, to address changes in U.S.
federal, state and local income tax regulatiorgislation or interpretation. In some circumstansesh revisions could have a material adverse
impact on some or all unitholders. For instance,Nfanaging Partner could elect at some point &t tie as an association taxable as a
corporation for U.S. federal (and applicable statepme tax purposes. If the Managing Partner wed» this, the U.S. federal income tax
consequences of owning our common units would biemadly different. Moreover, certain assumptiomsl @onventions will be applied in an
attempt to comply with applicable rules and to mepacome, gain, deduction, loss and credit tohalders in a manner that reflects such
unitholders' beneficial ownership of partnersh@is, taking into account variation in ownership
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interests during each taxable year because ohiyatitivity. However, those assumptions and corwastmay not be in compliance with all
aspects of applicable tax requirements. It is fpbssghat the IRS will assert successfully thatdbeventions and assumptions used by us do not
satisfy the technical requirements of the InteRavenue Code and/or Treasury regulations and ceqldre that items of income, gain,
deductions, loss or credit, including interest deiduns, be adjusted, reallocated or disallowedmaaner that adversely affects our unitholders.

The U.S. House of Representatives has passed ksl that, if enacted, (i) would, for taxable yembeginning ten years after the date of
enactment, preclude us from qualifying as a partséip or require us to hold carried interest throughxable subsidiary corporations and
(i) would tax certain income and gains at increaseates for taxable years ending after December 3010. If this or any similar legislation
were to be enacted and apply to us, the after teooime and gain related to our business, as welttes market price of our units, could be
reduced.

On May 28, 2010, the U.S. House of Repretimes passed legislation that would, in genéradt income and gains, including gain on
sale, attributable to an interest in an investnsentices partnership interest, or "ISPI", as inceugect to a new blended tax rate that is higher
than under current law, except to the extent s&8¢H Is considered under the legislation to be difipchcapital interest. Your interest in us, our
interest in KKR Fund Holdings L.P. and the intesesiat KKR Fund Holdings L.P. holds in entitiestthee entitled to receive carried interest
may be classified as ISPIs for purposes of thislagion. The U.S. Senate considered but did nss$ fpegislation that is generally similar to the
legislation passed by the U.S. House of Repredeasatt is unclear when or whether the U.S. Sendlteact on such legislation or what
provisions will be included in any final legislatioif enacted.

The House bill provides that, for taxabéags beginning ten years after the date of enadtrimeome derived with respect to an ISPI that
is not a qualified capital interest and that isiteel as ordinary income under the rules discudsedeawill not meet the qualifying income
requirements under the publicly traded partnersghiigs. Therefore, if this or similar legislationesacted, following such ten-year period, we
would be precluded from qualifying as a partnersbipJ.S. federal income tax purposes or be reduioehold all such ISPIs through
corporations, possibly U.S. corporations. If we evierxed as a U.S. corporation or required to hbliSRIs through corporations, our effective
tax rate would increase significantly. The fedestatutory rate for corporations is currently 35%adtdition, we could be subject to increased
state and local taxes. Furthermore, you could bgstito tax on our conversion into a corporatiomimy restructuring required in order for us
to hold our ISPIs through a corporation.

Under the House bill, if you are an indivéd, 75% of the income and gains attributable tinggrest in an ISPI would be taxed at ordinary
income tax rates (50% during a two-year transifieriod). A version considered in the Senate wolitdieate the transition period but would
reduce the portion of income and gains attributédlen ISP that are taxed at ordinary income #&@s to 50% for income and gains
attributable to assets held by the partnershiprfore than five years. The deductibility of any Essattributable to any ISPI that is not a
qualified capital interest would be subject to tations. In addition, any dividends that are attidle to an ISPI directly or indirectly held by
us would not be considered qualified dividends dinerefore, would not be entitled to reduced rafdsxation. You also may be subject to
additional state and local tax as a result of ¢éggslation. While the legislation does not speaificaddress whether income or gains that is
attributable to an interest in an ISPI is treate@ffectively connected income with a U.S. tradbusiness, or ECI, or as unrelated business
taxable income, or UBTI, the technical explanatiaeompanying the legislation indicates that, umdgulations to be promulgated following
enactment, such income or gains should only beetess ECI or UBTI to the extent it would be trelads such under current law. KKR's
principals and other professionals may face aduifiadverse tax
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consequences under the legislation, which may lyeadversely affect KKR's ability to offer attractiincentive opportunities for key
personnel.

The Obama administration has indicatedjp®rts the adoption of the May 28, 2010 legistatio legislation that similarly changes the
treatment of carried interest for U.S. federal meatax purposes. In its published revenue propdsalsoth 2010 and 2011 the Obama
administration proposed that the current law reiggrthe treatment of carried interest be changesibject such income to ordinary income
tax.

Over the past several years, a numbemufasi legislative proposals have been introducet] ancertain cases, have been passed by the
United States House of Representatives. In 20@¥lé&ion was introduced in the U.S. Congresswmaild tax as corporations publicly traded
partnerships that directly or indirectly deriveante from investment advisor or asset managemevitssr In 2008, the U.S. House of
Representatives passed a bill that would genefiaitseat carried interest as non-qualifying incoamgler the tax rules applicable to publicly
traded partnerships, which could preclude us fromifying as a partnership for U.S. federal incaiave purposes, and (ii) tax carried interes
ordinary income for U.S. federal income taxes,eathan in accordance with the character of incderésed by the underlying fund. In
December 2009, the U.S. House of Representativesedasubstantially similar legislation. Such legish would tax carried interest as
ordinary income starting in the year of enactm&ht legislation passed in December 2009 and cesthir versions of the proposed
legislation contain a transition rule that may gtatee applicability of certain aspects of the Iéfion for a partnership that is a publicly traded
partnership on the date of enactment of the letipsia

States and other jurisdictions have alstsiciered legislation to increase taxes with resfgecarried interest. For example, New York is
currently considering legislation under which yawid be subject to New York state income tax omine in respect of our common units as a
result of certain activities of our affiliates irel York. This legislation would be retroactive emdiary 1, 2010. It is unclear when or whether
this legislation will be enacted.

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

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

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

Furthermore, the agreements governingrawlittonal private equity funds and certain fixadame funds managed by us provide that in
the event certain "key persons" in these fundsdkample, both of Messrs. Kravis and Roberts, amthe case of certain geographically or
product focused funds, one or more of the execsiiseused on such funds) generally cease to agtimehage a fund, investors in the fund
will be entitled to: (i) in the case of our traditial private equity funds, reduce, in whole or amtptheir capital commitments available for
further investments; and (ii) in the case of certfiour fixed income funds, withdraw all or anyrppon of their capital accounts, in each case
on an investor-by-investor basis. The occurrencgioh an event would likely have a significant niegaimpact on our revenue, net income
and cash flow.
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If we cannot retain and motivate our principals arather key personnel and recruit, retain and motteanew principals and other ke
personnel, our business, results and financial catieh could be adversely affecte

Our most important asset is our people,@mccontinued success is highly dependent upoeftoets of our principals and other
professionals, and to a substantial degree onhilitygo retain and motivate our principals antiet key personnel and to strategically recruit,
retain and motivate new talented personnel, inalyidiew principals. However, we may not be succéssthese efforts as the market for
qualified investment professionals is extremely petitive. Our ability to recruit, retain and motigeaour professionals is dependent on our
ability to offer highly attractive incentive oppartities. If legislation, such as the legislatioogosed in April 2009 (and reproposed in 2010)
were to be enacted, income and gains recognizddrespect to carried interest would be treatedJf&. federal income tax purposes as
ordinary income rather than as capital gain. Segislation would materially increase the amounte@es that we, our principals and other
professionals would be required to pay, therebyeeshly affecting our ability to offer such attraetincentive opportunities. See "—Risks
Related to U.S. Taxation". The loss of even a smathber of our investment professionals could jediga the performance of our funds and
other investment products, which would have a netadverse effect on our results of operationforE to retain or attract investment
professionals may result in significant additioegpenses, which could adversely affect our profitgb

Our principals hold interests in our bussméirough KKR Holdings. These individuals recdimancial benefits from our business in the
form of distributions and amounts funded by KKR #iafs and through their direct and indirect paptition in the value of KKR Group
Partnership Units held by KKR Holdings. While aflaur employees and our principals receive basarigeal from us, profibased cash amoul
for certain individuals are borne by KKR Holding$ere can be no assurance that KKR Holdings wilehsufficient cash available to contir
to make profit-based cash payments. In additionmnag be unwilling to grant our employees additiosighificant equity awards in our
business, and the value of the grants and distoibsithey receive in respect of their existing alsanay be lower than anticipated. This may
limit our ability to attract, retain and motivadénted personnel. In order to recruit and retaistiag and future investment professionals, we
may need to increase the level of compensationtbhgiay to them, which may cause a higher percerdfigur revenue to be paid out in the
form of compensation, which would have an adversgaict on our profit margins.

In addition, there is no guarantee thatahrefidentiality and restrictive covenant agreemaeatwhich our principals are subject, together
with our other arrangements with them, will previirgm from leaving us, joining our competitors treywise competing with us or that these
agreements will be enforceable in all cases. Thgseements will expire after a certain period wigtj at which point each of our principals
would be free to compete against us and solic&stars in our funds, clients and employees. Depegnaln which entity is a party to these
agreements, we may not be able to enforce themthasé agreements might be waived, modified or dextat any time without our consent.
See "Certain Relationships and Related Party Tagioss—Confidentiality and Restrictive Covenant Agments."

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

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

We rely heavily on our financial, accougtand other data processing systems. If any okthgstems does not operate properly or is
disabled, we could suffer financial loss, a disiapbf our businesses, liability to our funds, riedory intervention or reputational damage. In
addition, we operate in businesses that are hidéasbhendent on information systems and technology. Ou
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information systems and technology may not contiiouge able to accommodate our growth, and theafastiintaining such systems may
increase from our current level. Such a failuradoommodate growth, or an increase in costs retatedch information systems, could have a
material adverse effect on our business. Furtheenvee depend on our principal offices in New YoikyOwhere most of our administrative
personnel are located, for the continued operatfaur business. A disaster or a disruption inittfiastructure that supports our businesses,
including a disruption involving electronic commaations or other services used by us or third gastiith whom we conduct business, or
directly affecting our principal offices, could re®a material adverse impact on our ability to curgito operate our business without
interruption. Our disaster recovery programs matybeosufficient to mitigate the harm that may refwm such a disaster or disruption. In
addition, insurance and other safeguards might paljially reimburse us for our losses, if at Blhally, we rely on third party service
providers for certain aspects of our businessuitiol for certain information systems, technologg administration and compliance matters.
Any interruption or deterioration in the performanaf these third parties could impair the qualityor and our funds' operations and could
impact our reputation and adversely affect ourrtesses and limit our ability to grow.

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

As of March 31, 2010, the unrealized valtithe investments held by the 1987 Fund, the 13881 and the 1996 Fund totaled
$0.8 billion, or approximately 1% of our AUM. Becauwe believe the general partners of these fuiitiaat receive meaningful proceeds
from further realizations, we did not acquire gah@artner interests in them in connection with Th@nsactions. We will, however, continue
provide the funds with management and other sesvicdil their liquidation. While we will not recesvmeaningful fees for providing these
services, our principals and other employees weiltdquired to devote a portion of their time andrdton to the management of those entities.
The devotion of the time and attention of our pipats and employees to those activities will nogficially benefit the KKR Group
Partnerships and may reduce the time and attetiteyndevote to the KKR Group Partnerships' business

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

We intend, to the extent that market caodg warrant, to seek to grow our businesses bgasing AUM in existing businesses, pursuing
new investment strategies, including investmenojmities in new asset classes, developing newestgb investment structures and products
(such as managed accounts and structured prodatsgxpanding into new geographic markets andhbases. We recently opened offices in
Mumbai, India, Seoul, Korea and Dubai, UAE, ana alsveloped a capital markets business in the t&tates, Europe and Asia, which we
intend to grow and diversify. We may pursue grothttough acquisitions of other investment manageroemtpanies, acquisitions of critical
business partners or other strategic initiativdsctvmay include entering into new lines of busiés addition, we expect opportunities will
arise to acquire other alternative or traditiorsled managers. To the extent we make strategistimeats or acquisitions, undertake other
strategic initiatives or enter into a new line akimess, we will face numerous risks and uncertgnincluding risks associated with:

. the required investment of capital and other resesj

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

. the possibility of diversion of management's attanfrom our core busines
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. the possibility of disruption of our ongoing busise

. combining or integrating operational and managersgstems and control

. potential increase in investor concentration; and

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

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

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

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

As a result of market disruption as welhaghly publicized financial scandals, regulatonsl énvestors have exhibited concerns over the
integrity of the U.S. financial markets, and theibesses in which we operate both in the UniteteSt@nd outside the United States are likely
to be subject to further regulation. There has lmeactive debate both nationally and internatigraler the appropriate extent of regulation
and oversight of private investment funds and thginagers. Any changes in the regulatory framewapglicable to our business, including
changes described below, may impose additionalresggeor capital requirements on us, result in ditiwhs in the manner in which our
business is conducted, have an adverse impactaypdinancial condition, results of operations ocogpects, and may require substantial
attention by senior management. At this time, weno# predict what form this regulation would takad what effect, if any, it may have on
business or the markets in which we operate.ilhmssible to determine the extent of the impaarof new laws, regulations or initiatives t
may be proposed, or whether any of the proposdldatome law. If enacted, any new regulation guiatory framework could negatively
impact our funds and us in a number of ways, inolgithcreasing the funds' or our regulatory castposing additional burdens on the funds'
or our staff, and potentially requiring the discloes of sensitive information. In addition, we mayddversely affected by changes in the
interpretation or enforcement of existing laws amés by these governmental authorities and seglidegory organizations. Compliance with
any new laws or regulations could make complianoeendifficult and expensive and affect the mannewhich we conduct business.
Moreover, as calls for additional regulation haveréased, there may be a related increase in tegulavestigations of the trading and other
investment activities of alternative asset managerfumds and firms, including our funds and us.tSimwestigations may impose additional
expenses on us, may require the attention of semdmagement and may result in fines if any of oadé are deemed to have violated any
regulations. In addition, certain constituenciegeha
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recently been advocating for greater legislative @gulatory oversight of private equity firms anghsactions.

There have been a number of recent legislat regulatory proposals in the United Stateshsas the Wall Street Reform and Consumer
Protection Act passed by the U.S. House of Reptatieas in December 2009, the substantially sinfastoring American Financial Stability
Act of 2010 passed by the U.S. Senate in May 2@it0tlae proposed Dodd-Frank Wall Street Reform amasGmer Protection Act, or Dodd-
Frank Act, that has been approved by U.S. Houstepfesentatives and U.S. Senate conferees andéntty being considered before the L
Senate and U.S. House of Representatives. The Btk Act:

. establishes the Financial Stability Oversight Cayacfederal agency acting as the financial sy&esystemic risk regulator wi
the authority to review the activities of non-bdmancial firms, to make recommendations and imstaadards regarding
capital, leverage, conflicts and other requiremémtdinancial firms and to impose regulatory stards on certain financial firn
deemed to pose a systemic threat to the finaneglth of the U.S. economy;

. requires private equity and hedge fund advisersdcster with the SEC under the Investment Advigens(as describe
elsewhere in this prospectus, Kohlberg Kravis Risb&rCo. L.P. and its wholly owned subsidiary Kol Kravis
Roberts & Co. (Fixed Income) LLC are registerednagstment advisors under the Investment Advisext}, Ao maintain
extensive records and to file reports if deemecakseary for purposes of systemic risk assessmeceigin governmental
bodies;

. authorizes federal regulatory agencies to ban casgi®mn arrangements at financial institutions tie¢ employees incentives
to engage in conduct that could pose risks to #tem's financial system;

. restricts the ability of banking organizations pmssor or invest in private equity and hedge fu

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

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

Many of these provisions are subject tohierr rule making and to the discretion of reguhatoodies, such as the Financial Stability
Oversight Council, and there can be no assurarateah result of such rule making or decision mgkimonbank financial firms such as us w
not become subject to the aforementioned specaksament or other requirements for financial fidesmed to be systemically significant to
the financial health of the U.S. economy.

Members of the U.S. Senate have also peaptiee Hedge Fund Transparency Act, which wouldyajopprivate equity funds, venture
capital funds, real estate funds and other priatestment vehicles with at least $50 million isets under management. If enacted, the bill
would require such funds to register with the SE@jntain books and records in accordance with SfQirements and become subject to
examinations and information requests in ordeetoain exempt from the substantive provisions ofitivestment Company Act. The propo:
legislation also requires each fund to file anrdistlosures, which would be made public, contairdatailed information about the fund. The
proposed legislation also requires each fund tabéish anti-money laundering programs. In additible, Obama administration delivered
proposed legislation that, if enacted, would regaidvisors to hedge funds and other private pdatamital with over $30 million in assets
under management to register as Investment Advigibhsthe SEC under the Investment Advisers Act®40. The proposed legislation would
subject advisors to substantial regulatory repgrntegguirements and expand the SEC's examinatioremfiodcement authority. In 2009, the U
House of Representatives passed legislation thatdampower federal regulators to prescribe reguiatto
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prohibit any incentive-based payment arrangeméuatisthe regulators determine encourage financ#itinions totake risks that could threat
the soundness of the financial institutions or asely affect economic conditions and financial siigb

In April 2009, the European Commission [mhed a draft of a proposed EU Directive on Altéinealnvestment Fund Managers, or
AIFM. In May 2010, the Council of Ministers and tBeropean Parliament's ECON committee each adoptésed proposals for the Directi
though it is not possible to predict what form fimal Directive may take. The Directive would apptyAlFMs established in the EU and to
non-EU AIFMs marketing securities of alternative inwasnt funds, or AlFs, in the EU, subject to ceriemptions. AIFMs established in 1
EU would be required to seek authorization fronirtheme jurisdiction regulators. Depending on tleesion of the Directive that is adopted,
non-EU AIFMs would either be ineligible for authemtion under the Directive but permitted to mawkket securities to EU investors subject to
applicable national law, or would be eligible fatlzorisation under the Directive subject to certanditions that would not apply to EU
AIFMs. Under the latter approach, non-EU AIFMs stgied under the Directive would be treated sityiler EU AIFMs, but non-EU
AIFMs unable to register under the Directive woli&prohibited from marketing AlF securities to EWestors under national law.
Registration under the Directive would require digclosure of such information as fair valuatiorae$ets, investment strategy and markets in
which investments are made on a regular basisDifleetive would also impose new operating requiretsgincluding a threshold for
regulatory capital, leverage limits and reportifdigations on companies in which a controlling stékheld. Such rules could have an adverse
effect on our businesses by, among other thinganfiosing extensive disclosure obligations ongbefolio companies of the funds we
manage, (i) significantly restricting marketingiaiies, and (iii) potentially in effect restrictg our funds' investments in companies based in
EU countries. The Directive could limit, both insaltute terms and in comparison to EU-based invegtmanagers and funds, our operating
flexibility, our ability to market our funds, andiofund raising and investment opportunities, al asexpose us to conflicting regulatory
requirements in the United States and the EU.

We regularly rely on exemptions in the @ditStates from various requirements of the Seearhict, the Exchange Act, the Investment
Company Act of 1940, or Investment Company Act, tredU.S. Employee Retirement Income Security Adt9Y4, or ERISA, in conducting
our asset management activities. These exemptiernsoanetimes highly complex and may in certainucirstances depend on compliance by
third parties whom we do not control. If for anyasen these exemptions were to become unavailable twe could become subject to
regulatory action or third-party claims and ouribass could be materially and adversely affecte@.'S—Risks Related to Our Organizational
Structure—If we were deemed to be an "investmemtpamy" subject to regulation under the Investmearh@any Act, applicable restrictions
could make it impractical for us to continue ousiness as contemplated and could have a matexiatsaleffect on our business." Moreover,
the requirements imposed by our regulators aredediprimarily to ensure the integrity of the finah markets and to protect investors in our
funds and are not designed to protect holderstefésts in our business. Consequently, these témdaoften serve to limit our activities. In
addition, the regulatory environment in which ound investors operate may affect our businessekample, changes in antitrust laws or the
enforcement of antitrust laws could affect the lefenergers and acquisitions activity, and charigesate laws may limit investment activit
of state pension plans. We may also be adverstdgtatl as a result of new or revised legislatioregulations imposed by the SEC, other
governmental regulatory authorities or self-reqaaibrganizations that supervise the financial ratgk

Our operations are subject to regulatioth supervision in a number of domestic and foreigisdlictions, and the level of regulation and
supervision to which we are subject varies fronsgliction to jurisdiction and is based on the tgbdusiness activity involved. See
"Business—Regulation.”
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We are subject to substantial litigation risks anehy face significant liabilities and damage to oprofessional reputation as a result of
litigation allegations and negative publicity.

The investment decisions we make in ouetasmnagement business and the activities of esiment professionals on behalf of our
portfolio companies may subject them and us taigkeof third-party litigation arising from investor dissatisfiact with the performance of o
funds, the activities of our portfolio companiesianvariety of other litigation claims. See "Busise-Legal Proceedings.” By way of example,
we, our funds and certain of our employees are egpbsed to the risks of litigation relating to éstment activities in our funds and actions
taken by the officers and directors (some of whoay tme KKR employees) of portfolio companies, suelhe risk of shareholder litigation by
other shareholders of public companies or holdedebt instruments of companies in which our fuhdse significant investments. We are
also exposed to risks of litigation or investigatia the event of any transactions that presenedlicts of interest that were not properly
addressed.

To the extent investors in our investmemids suffer losses resulting from fraud, grossigegte, willful misconduct or other similar
misconduct, investors may have remedies againstwigrivate equity funds, our principals or ouil@tes under federal securities law and
state law. Investors in our funds do not have legaledies against us, the general partners ofumaist our funds, our principals or our
affiliates solely based on their dissatisfactiothvthe investment performance of those funds. Wthidegeneral partners and investment
advisors to our private equity funds, includingitttérectors, officers, other employees and affd& are generally indemnified to the fullest
extent permitted by law with respect to their cartdo connection with the management of the busiresl affairs of our private equity funds,
such indemnity generally does not extend to acta@isrmined to have involved fraud, gross negligemgllful misconduct or other similar
misconduct.

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

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

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

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

As an asset manager, we sponsor and mémage and vehicles that make investments worldwiddehalf of thirdparty investors and,
connection with those activities, are requiredepldy our own capital in those investments. The#tments of these funds and vehicles are
subject to many risks and uncertainties whichh&extent they are material, are discussed beloaddlition, we have principal investments
and manage those assets on our own behalf. Asil, tbg gains and losses on such assets aretegflecour net income and the risks set forth
below relating to the assets that we manage wiladly affect our operating performance.

The historical returns attributable to our fundsntluding those presented in this prospectus, shontd be considered as indicative of the
future results of our funds or of our future resudtor of any returns on our common unit

We have presented in this prospectus reegesss IRRs, multiples of invested capital andized and unrealized investment values for
funds that we have sponsored and managed. Theitédtand potential future returns of the funds thhe manage are not directly linked to
returns on KKR Group Partnership Units.

Moreover, with respect to the historicaluras of our funds:

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

. the historical returns that we present in this peasus derive largely from the performance of aufier private equity fund:
whereas future fund returns will depend increasirgl the performance of our newer funds, which tmaye little or no
investment track record;

. the future performance of our funds will be affechby macroeconomic factors, including negativedecarising from recer
disruptions in the global financial markets thatreveot prevalent in the periods relevant to théohisal return data included in
this prospectus;

. in some historical periods, the rates of retursarfie of our funds have been positively influenced mumber of investmen
that experienced a substantial decrease in thegedrolding period of such investments and rapitisaostantial increases in
value following the dates on which those investraemtre made; the actual or expected length of hglderiods related to
investments has increased in recent periods ame ta@ be no assurance that prior trends will rergm

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

. our funds' returns have benefited from investmepiootunities and general market conditions that matyrepeat themselves,
including favorable borrowing conditions in the detarkets in 2006 and 2007 that have not existecksithereby increasing
both the cost and difficulty of financing transaats, and there can be no assurance that our coméutture funds will be able to
avail themselves of comparable investment oppdigsor market conditions; and

. we may create new funds in the future that reffedifferent asset mix in terms of allocations ambnygls, investment strategit
geographic and industry exposure and vintage year.

In addition, future returns will be affedtby the risks described elsewhere in this prospedatcluding risks of the industry sectors and
businesses in which a particular fund invests."Bésk Factors—Risks Related to Our Business—Redentlopments in the U.S. and global
financial markets have created a great deal ofrtaiogy for the asset management industry, ancetdeselopments may adversely affect the
investments made by our funds or their portfolimpanies or reduce the
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ability of our funds to raise or deploy capitalckaf which could further materially reduce oureeue, net income and cash flow."

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

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

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

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

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

In addition, because we value our entingfplio only on a quarterly basis, subsequent evémat may have a material impact on those
valuations may not be reflected until the next tpréyr valuation date.
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Dependence on significant leverage in investmengsoir funds could adversely affect our ability talaieve attractive rates of return @
those investments.

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

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

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

. allow even moderate reductions in operating cash tb render it unable to service its indebtedness;

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

respond to changing industry conditions to the maelditional cash is needed for the response alkkermnplanned but necessary
capital expenditures or to take advantage of graptiortunities;

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

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

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

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

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

The majority owned subsidiaries of KFN, thablicly traded specialty finance company mandgeds, regularly use and have used
significant leverage to finance their assets. Aability by such subsidiaries to continue to raiseitilize leverage or to maintain adequate le'
of collateral under the terms of their collateratidzoan obligations could limit their ability toay their business, reinvest principal cash,
distribute cash to KFN or fully execute their besia strategy, and KFN's results of operations resgdversely affected. In addition, the debt
that KFN has incurred will mature in significant aamts in 2011 and 2012 and there can be no assutiaaicKFN will be able to refinance any
of its indebtedness on commercially reasonabledennat all. In the absence of improved operatésylts and access to capital resources,
could face substantial liquidity problems and migétrequired to dispose of material assets or tipasato meet its debt service and other
obligations.

Among the sectors particularly challenggdhe current crisis in the global credit markets the CLO and leveraged finance markets.
KFN has significant exposure to these markets tjinats CLO subsidiaries, each of which is a Caymstands incorporated special purpose
company that issued to KFN and other investorssne¢eured by a pool of collateral consisting prilpaf corporate leveraged loans. In most
cases, KFN's CLO holdings are deeply subordinaggesenting the CLO subsidiary's substantial Eyerwhich increases both the
opportunity for higher returns as well as the magte of losses when compared to holders or invesiat rank more senior to KFN in right of
payment. As a result, during the current continigognomic downturn, KFN and its investors are attgr risk of suffering losses related to
CLO subsidiaries. KFN's CLO subsidiaries have eégpeed an increase in downgrades, depreciatiomaiket value and defaults in respect of
leveraged loans in their collateral. There candassurance that market conditions giving riseésé types of consequences will not occur,
subsist or become more acute in the future. Beddbdes CLO structures involve complex collateratiather arrangements, the
documentation for such structures is complex, et to differing interpretations and involvesaégsk. In July 2009, KFN surrendered for
cancellation approximately $298.4 million in aggaggof notes issued to it by certain of its CLOse Burrendered notes were cancelled an
obligations due under such notes were deemed exsimgd. Certain holders of KFN's securities isdagdne of KFN's CLOs challenged the
surrender for cancellation and KFN subsequentlghred a settlement agreement with such holdersekticts KFN's ability to restructure
certain CLO debt obligations in the future, whichyweduce KFN's financial flexibility in the eveitfuture adverse market or credit
conditions. In addition, certain noteholders of of&FN's other CLOs recently notified KFN of a $ian dispute and it may become a party to
similar disputes with other noteholders of its CLi@she future.

Any of the foregoing circumstances coulgéha material adverse effect on our financial cthonlj results of operations and cash flow.

36




Table of Contents

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

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

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

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

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

Our results are highly dependent on outinaed ability to generate attractive returns froan investments. Investments made by our
private equity and fixed income funds involve a tn@mof significant risks inherent to private equatyd fixed income investing, including the
following:

. companies in which private equity and fixed incameestments are made may have limited financiaueses and may t
unable to meet their obligations under their sei@s;i which may be accompanied by a deterioratighé value of their equity
securities or any collateral or guarantees provisighd respect to their debt;
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. companies in which private equity and fixed incameestments are made are more likely to depenth@mianagement talents
and efforts of a small group of persons and, &salt, the death, disability, resignation or teraion of one or more of those
persons could have a material adverse impact anlthsiness and prospects;

. companies in which private equity and fixed incamestments are made may from time to time be g&tt litigation, may be
engaged in rapidly changing businesses with predsudbject to a substantial risk of obsolescenceramdrequire substantial
additional capital to support their operationsafine expansion or maintain their competitive positi

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

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

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

. executive officers, directors and employees of@uitg sponsor may be named as defendants in litig&tvolving a company i
which a private equity investment is made or is\genhade, and we or our funds may indemnify suclotiee officers, director
or employees for liability relating to such litigan.

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

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

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

Our private equity funds make investmemisiarily in companies with large capitalizationshish involves certain complexities and risks
that are not encountered in small-and medium-sizegstments. For example, larger transactions neaypdre difficult to finance and exiting
larger deals
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may present incremental challenges. In additimgelatransactions may pose greater challengespteimenting changes in the company's
management, culture, finances or operations, arydamtil greater scrutiny by regulators, interestugs and other third parties. Recently, tl
constituencies have been more active in opposingedarger investments by certain private equitméir

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

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

Our funds and accounts hold investmentsititdude debt instruments and equity securitiesamhpanies that we do not control. Such
instruments and securities may be acquired byunad and accounts through trading activities asugh purchases of securities from the
issuer. In addition, our funds and accounts mayiaegninority equity interests, particularly whgmosisoring investments as part of a large
investor consortium, and may also dispose of agrodf their majority equity investments in porifocompanies over time in a manner that
results in the funds or accounts retaining a mipanvestment. Those investments will be subje¢h#orisk that the company in which the
investment is made may make business, financialaragement decisions with which we do not agrdébairthe majority stakeholders or the
management of the company may take risks or otseragt in a manner that does not serve our ingeiésiny of the foregoing were to occur,
the value of investments by our funds or accouatsdcdecrease and our financial condition, resaflisperations and cash flow could be
adversely affected. Approximately 40% of the inwesits in our private equity portfolio consist afustured minority investments or
investments in portfolio companies in which we shsubstantive control rights with two or more othevate equity sponsors.

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

Many of our funds and accounts invest aifitant portion of their assets in the equity, fjétans or other securities of issuers that are
based outside of the United States. A substartialat of these investments consist of private gqoitestments made by our private equity
funds. For example, as of March 31, 2010, approteina6.4% of the unrealized value of the investtaarf those funds and accounts was
attributable to foreign investments. Investing @ampanies that are based in countries outside dittied States and, in particular, in emerging
markets such as China, India and Turkey,
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involves risks and considerations that are notciglpi associated with investments in companiesbéisteed in the United States. These risks
may include the following:

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

. the imposition of no-U.S. taxes

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

. limitations on borrowings to be used to fund actjioiss or dividends;

. political hostility to investments by foreign oriyate equity investors

. less liquid markets

. reliance on a more limited number of commodity itspgervice providers and/or distribution mechasism

. adverse fluctuations in currency exchange ratesasts associated with conversion of investmemicjgal and income from

one currency into another;

. higher rates of inflation;

. less available current information about an issuer;

. higher transaction cost

. less government supervision of exchanges, broketsssuers

. less developed bankruptcy and other laws;

. difficulty in enforcing contractual obligations;

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

. fewer investor protections; and

. greater price volatility

Certain legislation has recently been agldbjrt Australia, Denmark, Germany, and Italy, amotiger countries, that limits the tax
deductibility of interest expense incurred by comipa in those countries. These measures will nikeaiyladversely affect Danish and German
portfolio companies in which our private equity fisthave investments and limit the benefits of aaldktl investments in those countries.

Although we expect that most of our furat®l accounts' capital commitments will be denoneid@t U.S. dollars, investments that are
denominated in a foreign currency will be subjecthte risk that the value of a particular curremgly change in relation to one or more other
currencies. Among the factors that may affect awayevalues are trade balances, levels of short-tetenest rates, differences in relative values
of similar assets in different currencies, long¥tepportunities for investment and capital appitemisand political developments. We may
employ hedging techniques to minimize these risks we can offer no assurance that such strategielse effective. If we engage in hedging
transactions, we may be exposed to additional asksciated with such transactions. See "—Risk gemant activities may adversely affect
the return on our investments."
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Third party investors in our funds with commitmentased structures may not satisfy their contractedlligation to fund capital calls when
requested by us, which could adversely affect adisnoperations and performance.

Investors in certain of our funds make tagiommitments to those funds that the funds atiéled to call from those investors at any time
during prescribed periods. We depend on investdfilihg their commitments when we call capitabfm them in order for such funds to
consummate investments and otherwise pay theigatiins (for example, management fees) when dueai® we have not had investors fail
to honor capital calls to any meaningful extenty Amvestor that did not fund a capital call woulehgrally be subject to several possible
penalties, including having a significant amounégisting investment forfeited in that fund. Howewhe impact of the penalty is directly
correlated to the amount of capital previously stee by the investor in the fund and if an invesias invested little or no capital, for instance
early in the life of the fund, then the forfeityrenalty may not be as meaningful. Investors mafénfuture also negotiate for lesser or reduced
penalties at the outset of the fund, thereby itimiour ability to enforce the funding of a capitall. If investors were to fail to satisfy a
significant amount of capital calls for any partaoufund or funds, the operation and performanctho$e funds could be materially and
adversely affected.

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

In many cases, the companies in which ond$ invest have, or are permitted to have, oulgtgrindebtedness or equity securities that
rank senior to our fund's investment. By their tersuch instruments may provide that their holdegesentitled to receive payments of
distributions, interest or principal on or befohe tates on which payments are to be made in regpear investment. Also, in the event of
insolvency, liquidation, dissolution, reorganizatior bankruptcy of a company in which an investmembade, holders of securities ranking
senior to our investment would typically be enttte receive payment in full before distributiormsitd be made in respect of its investment.
After repaying senior security holders, the comparay not have any remaining assets to use for hepamounts owed in respect of our
investment. To the extent that any assets remaldehs of claims that rank equally with our investrhiwould be entitled to share on an equal
and ratable basis in distributions that are madebthose assets. Also, during periods of finalntistress or following an insolvency, the
ability of our funds to influence a company's afaand to take actions to protect their investmardg be substantially less than that of the
senior creditors.

Risk management activities may adversely affectitbteirn on our investments

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

The success of any hedging or other devizatansactions that we enter into generally délpend on our ability to correctly predict
market changes. As a result, while we may entersoth
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transactions in order to reduce our exposure t&ketaisks, unanticipated market changes may rasplborer overall investment performance
than if the hedging or other derivative transactiad not been executed. In addition, the degreemélation between price movements of the
instruments used in connection with hedging adtigiand price movements in a position being hedggg vary. Moreover, for a variety of
reasons, we may not seek or be successful in estigl a perfect correlation between the instrumeised in hedging or other derivative
transactions and the positions being hedged. Ariifapt correlation could prevent us from achieuimg intended result and could give rise
loss. In addition, it may not be possible to fudlyperfectly limit our exposure against all changethe value of its investments, because the
value of investments is likely to fluctuate as suteof a number of factors, some of which willlisyond our control or ability to hedge.

Certain of our funds may make a limited number ofiestments, or investments that are concentratedentain geographic regions or asset
types, which could negatively affect their performze to the extent those concentrated investment$ope poorly.

The governing agreements of our funds d¢omaly limited investment restrictions and onlgited requirements as to diversification of
fund investments, either by geographic region seatype. Our private equity funds generally peupito 20% of the fund to be invested in a
single company. Our most recent fully invested gévequity fund focused primarily in North Ameritlae Millennium Fund, made investme
in approximately 30 portfolio companies with thegkest single investment representing 8.6% of iradestpital. During periods of difficult
market conditions or slowdowns in these sectoigeographic regions, decreased revenues, difficulpptaining access to financing and
increased funding costs may be exacerbated bydisentration of investments, which would resulbiwer investment returns. Because a
significant portion of a fund's capital may be iste# in a single investment or portfolio companigss with respect to such investment or
portfolio company could have a significant advamspact on such fund's capital. Accordingly, a la€kliversification on the part of a fund
could adversely affect a fund's performance ancetbee, our financial condition and results of agems.

Our funds and accounts may make investments thatldayive rise to a conflict of interest.

Our funds and accounts invest in a broadeaf asset classes throughout the corporateatapiticture. These investments include
investments in corporate loans and debt securfireserred equity securities and common equity Is&es. In certain cases, we may manage
separate funds or accounts that invest in diffepants of the same company's capital structureekample, our fixed income funds may invest
in different classes of the same company's debn@mdmake debt investments in a company that issoviay one of our private equity funds.
In those cases, the interests of our funds anduatsanay not always be aligned, which could craataal or potential conflicts of interest or
the appearance of such conflicts. For example oboer private equity funds could have an interegiursuing an acquisition, divestiture or
other transaction that, in its judgment, could eeathe value of the private equity investmentnebeugh the proposed transaction would
subject one of our fixed income fund's debt investta to additional or increased risks. Similarlgegision to acquire material non-public
information about a company while pursuing an itwent opportunity for a particular fund or accoargty give rise to a potential conflict of
interest when it results in our having to restifiet ability of other funds or accounts to take aantjon. Finally, our ability to effectively
implement a public securities strategy may be Buhito the extent that contractual obligations eaténto in the ordinary course of our
traditional private equity business impose resbit on our engaging in transactions that we maipteeested in otherwise pursuing.

We may also cause different private eqfuibds to invest in a single portfolio company, éxample where the fund that made an initial
investment no longer has capital available to inv@enflicts may also arise where we make principaéstments for our own account. In
certain cases, we will require that a transactioimeestment be approved by an independent valuatipert, be
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subject to a fairness opinion, be based on arntgHapricing data or be calculated in accordancé wiformula provided for in a fund's
governing documents prior to the completion ofrdevant transaction to address potential confo€isterest. Such instances include princ
transactions where we or our affiliates warehousmaestment in a portfolio company for the benefibne or more of our funds or accounts
pending the contribution of committed capital bg thvestors in such funds or accounts, follow-orestments by a fund other than a fund
which made an initial investment in a company angactions in which we arrange for one of our fusrdasccounts to buy a security from, or
sell a security to, another one of our funds opaats. In addition, we or our affiliates may reeefees or other compensation in connection
with specific transactions that may give rise taftots. Appropriately dealing with conflicts ofterest is complex and difficult and we could
suffer reputational damage or potential liabilityvie fail, or appear to fail, to deal appropriatelith conflicts as they arise. Regulatory scrutiny
of, or litigation in connection with, conflicts afterest could have a material adverse effect arreputation which could in turn materially
adversely affect our business in a number of wiagdiding as a result of an inability to raise duldfial funds and a reluctance of counterpa
to do business with us.

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

Our business would be adversely affectédifl, the publicly traded specialty finance compamgnaged by us, was to be deemed to t
investment company under the Investment CompanyAperson will generally be deemed to be an "itwesnt company" for purposes of the
Investment Company Act if, absent an available ptioa or exemption, it (i) is or holds itself owg being engaged primarily, or proposes to
engage primarily, in the business of investingyvesting or trading in securities; or (ii) ownsproposes to acquire investment securities
having a value exceeding 40% of the value of italtassets (exclusive of U.S. government securigscash items) on an unconsolidated
basis. We believe KFN is not and does not propodetprimarily engaged in the business of investiagvesting or trading in securities, and
we do not believe that KFN has held itself out@ashs KFN conducts its operations primarily throughmajority owned subsidiaries, each of
which is excepted from the definition of an investrhcompany under the Investment Company Act. KFitors its holdings regularly to
confirm its continued compliance with the 40% wsscribed in clause (i) above, and restrictsutssaliaries with respect to the assets in w
each of them can invest and/or the types of seesigiach of them may issue in order to ensure canitfipwith exceptions provided by, and
rules and regulations promulgated under, the Imvest Company Act. If the SEC were to disagree WHN's treatment of one or more of its
subsidiaries as being excepted from the Invest@enipany Act, with its determination that one or enof its other holdings are not
investment securities for purposes of the 40% teskith its determinations as to the nature obiisiness or the manner in which it holds itself
out, KFN and/or one or more of its subsidiarieslddae required either (i) to change substantidil tnanner in which it conducts its operati
to avoid being subject to the Investment Compantyohgii) to register as an investment companyh&itof these would likely have a material
adverse effect on KFN, its ability to service itglébtedness and to make distributions on its shanelson the market price of its shares and
securities, and could thereby materially adverséfigct our business, financial condition and ressaftoperations.

Risks Related to the U.S. Listing and Our Common Uits
The requirements of being a public entity and susiag growth may strain our resources.

Following a U.S. Listing, we will be subjdo the reporting requirements of the Securitigshiange Act of 1934, or the Exchange Act,
requirements of the Sarbanes-Oxley Act of 2002herSarbanes-Oxley Act. These requirements ma latrain on our systems and
resources. The Exchange Act will require that weedinnual, quarterly and current reports with respeour business and financial condition.
The Sarbanes-Oxley Act will require that we maimtffective
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disclosure controls and procedures and internataisnover financial reporting, which are discusbetbw. In order to maintain and improve
the effectiveness of our disclosure controls amdgdures, significant resources and managemensigtiewill be required. We will be
implementing additional procedures and processethéopurpose of addressing the standards andreageints applicable to public companies.
In addition, sustaining our growth will also requirs to commit additional management, operationélfsmancial resources to identify new
professionals to join the firm and to maintain aygsrate operational and financial systems to adefyiaupport expansion. These activities
may divert management's attention from other bssimencerns, which could have a material advefsetefn our business, financial
condition, results of operations and cash flows.Mé&y also incur costs that we have not previoustyiired for expenses for compliance with
the Sarbanes-Oxley Act and rules of the SEC antNéve York Stock Exchange, hiring additional accangptlegal and administrative
personnel, and various other costs related to kejmgplic company.

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

We have not previously been required toggrwith the requirements of the Sarbanes-Oxley, Atluding the internal control evaluation
and certification requirements of Section 404 eaft ttatute, and we will not be required to compitghwall of those requirements until after we
have been subject to the reporting requirementiseoExchange Act for a specified period of timecéwlingly, we have not determined
whether or not our existing internal controls ofieancial reporting systems comply with Section 404e internal control evaluation required
by Section 404 will divert internal resources aril take a significant amount of time, effort anxpense to complete. If it is determined that
we are not in compliance with Section 404, we Wdlrequired to implement remedial procedures aravatuate our internal control over
financial reporting. We may experience higher thaticipated operating expenses as well as higldepiendent auditor and consulting fees
during the implementation of these changes anc#iir. Further, we may need to hire additionalified personnel in order for us to comply
with Section 404. If we are unable to implement aagessary changes effectively or efficiently, operations, financial reporting or financial
results could be adversely affected and we coutdiolan adverse report on internal controls fromindependent registered public
accountants. In particular, if we are not ablemiplement the requirements of Section 404 in a fim@nner or with adequate compliance, our
independent registered public accountants may eaible to certify as to the effectiveness of oterimal control over financial reporting.
Matters impacting our internal controls may causéoube unable to report our financial informatama timely basis and thereby subject us to
adverse regulatory consequences, including sarschipithe SEC, or violations of applicable stockherme listing rules. There could also be a
negative reaction in the financial markets due lasa of investor confidence in us and the religbdf our financial statements. Confidence in
the reliability of our financial statements is ald®ly to suffer if our independent registered fpeilaccounting firm reports a material weakness
in our internal control over financial reportinghi¥ could materially adversely affect us and lend tlecline in the market price of our units.

As a limited partnership, we would qualify for sone@emptions from the corporate governance and otheguirements of the New Yor
Stock Exchange

We are a limited partnership and as a tesnlld qualify for exceptions from certain corprgovernance and other requirements of the
rules of the New York Stock Exchange. Pursuanhésé exceptions, limited partnerships may, andwend to, elect not to comply with
certain corporate governance requirements of the Xark Stock Exchange, including the requireme(ijshat the listed company have a
nominating and corporate governance committeeishmimposed entirely of independent directors; @hthat the listed company have a
compensation committee that is composed entirelgdgpendent directors. In addition, as a limitadership, we will not be
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required to hold annual unitholder meetings. Acoagly, you will not have the same protections atfed to equity holders of entities that are
subject to all of the corporate governance requareinof the New York Stock Exchange.

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

KKR Holdings owns 70% of the KKR Group Feship Units and our principals generally havdisieht voting power to determine the
outcome of those few matters that may be submiitted vote of the holders of our common units, uithg a merger or consolidation of our
business, a sale of all or substantially all of @assets and amendments to our partnership agreémaentay be material to holders of our
common units. In addition, our limited partnershgreement contains provisions that enable us todakons that would materially and
adversely affect all holders of our common units garticular class of holders of common units ugh@nmajority vote of all outstanding voti
units, and since more than a majority of our votings are controlled by our principals, our prpals have the ability to take actions that cc
materially and adversely affect the holders of @mmon units either as a whole or as a particl#essc

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

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

Our limited partnership agreement contgirvisions that require holders of our common utait&/aive or consent to conduct by our
Managing Partner and its affiliates that might ot¥ise raise issues about compliance with fiducthuties or applicable law. For example, our
limited partnership agreement provides that wharManaging Partner is acting in its individual ceipg as opposed to in its capacity as our
Managing Partner, it may act without any fiduciabligations to holders of our common units, whateweWhen our Managing Partner, in its
capacity as our general partner, or our confliormmittee is permitted to or required to make asleniin its "sole discretion" or "discretion”
that it deems "necessary or appropriate” or "necgsy advisable," then our Managing Partner orctivélicts committee will be entitled to
consider only such interests and factors as irégsincluding its own interests, and will haveduty or obligation (fiduciary or otherwise) to
give any consideration to any interest of or faxtifecting us or any holder of our common units aill not be subject to any different
standards imposed by our limited partnership agem¢nthe Delaware Revised Uniform Limited Partngrgtct, which is referred to as the
Delaware Limited Partnership Act, or under any othe, rule or regulation or in equity.

The above modifications of fiduciary dutae expressly permitted by Delaware law. Henceameeholders of our common units will o
have recourse and be able to seek remedies against
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Managing Partner if our Managing Partner breactsestligations pursuant to our limited partnersdgpeement. Unless our Managing Partner
breaches its obligations pursuant to our limitedraship agreement, we and holders of our comnmits will not have any recourse against
our Managing Partner even if our Managing Partnemrevio act in a manner that was inconsistent wéttiitional fiduciary duties. Furthermore,
even if there has been a breach of the obligageh$orth in our limited partnership agreement, lonited partnership agreement provides that
our Managing Partner and its officers and directdlsnot be liable to us or holders of our commanmits, for errors of judgment or for any acts
or omissions unless there has been a final andappealable judgment by a court of competent jurtgzh determining that our Managing
Partner or its officers and directors acted in fadth or engaged in fraud or willful misconduct.€de provisions are detrimental to the holders
of our common units because they restrict the réeseavailable to unitholders for actions that withsuch limitations might constitute
breaches of duty including fiduciary duties.

Whenever a potential conflict of interesises between us and our Managing Partner, our iiagePartner may resolve such conflict of
interest. If our Managing Partner determines ttsatdsolution of the conflict of interest is onnesrno less favorable to us than those generally
being provided to or available from unrelated thiedties or is fair and reasonable to us, takihg &tcount the totality of the relationships
between us and our Managing Partner, then it wilbesumed that in making this determination, oandying Partner acted in good faith. A
holder of our common units seeking to challengs tasolution of the conflict of interest would béae burden of overcoming such
presumption. This is different from the situatioitwDelaware corporations, where a conflict resoluby an interested party would be
presumed to be unfair and the interested party dvbaVve the burden of demonstrating that the resolutas fair.

Also, if our Managing Partner obtains tippval of the conflicts committee of our ManagPagrtner, the resolution will be conclusively
deemed to be fair and reasonable to us and naazlbiby our Managing Partner of any duties it mag to us or holders of our common units.
This is different from the situation with Delawarerporations, where a conflict resolution by a cdttem consisting solely of independent
directors may, in certain circumstances, merelft ¢ine burden of demonstrating unfairness to tlaéngiff. If you receive a common unit, you
will be treated as having consented to the promisiet forth in our limited partnership agreemenuding provisions regarding conflicts of
interest situations that, in the absence of suokigions, might be considered a breach of fiduc@rgther duties under applicable state law
a result, unitholders will, as a practical mattext be able to successfully challenge an informeszisibn by the conflicts committee. See
"Conflicts of Interest and Fiduciary Responsibéli"

There may not be an active U.S. market for our coomunits, which may cause our common units to traalea discounted price and make
it difficult to sell the common units you receive.

Prior to the U.S. Listing our units werd fisted on a U.S. securities exchange. It is fadsghat an active market for our common units
will not develop, which would make it difficult fgrou to sell your common units at an attractiveg@mr at all. As no current holders of our
common units are obligated to sell any units, vawhtrading in our common units may be very lirdite

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

Even if an active U.S. trading market far common units develops, the market price of @mmon units may be highly volatile and
could be subject to wide fluctuations. In additithe trading volume in our common units may flugtuand cause significant price variation:
occur. If the market price of our common units dexd significantly, you may be unable to sell yoammon units at an attractive price, if at
all. The market price of our common units may fliate or decline significantly in
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the future. Some of the factors that could negbtiaéfect the price of our common units or resalfluctuations in the price or trading volume
of our common units include:

. variations in our quarterly operating results atrilbutions, which may be substantial;

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

. failure to meet analysts' earnings estimates;

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

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

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

. changes in market valuations of similar compar

. speculation in the press or investment commu

. changes or proposed changes in laws or regulatiodgfering interpretations thereof affecting daursiness or enforcement of

these laws and regulations, or announcementsngltdithese matters;

. a lack of liquidity in the trading of our commonits
. adverse publicity about the asset management indgsherally or individual scandals, specificatiyd
. general market and economic conditions.

An investment in our common units is not an invesnt in any of our funds, and the assets and revesiwé our funds are not directl
available to us.

This prospectus solely relates to our commnaits, and is not an offer directly or indirectifyany securities of any of our funds. Our
common units are securities of KKR & Co. L.P. onlyhile our historical consolidated and combinedifioial information includes financial
information, including assets and revenues, of@efunds on a consolidated basis, and our fuinential information will continue to
consolidate certain of these funds, such assetseaetiues are available to the fund and not tocosg to a limited extent through manager
fees, carried interest or other incentive incongtyithutions and other proceeds arising from ages@swith funds, as discussed in more detail
in this prospectus.

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

The market price of our common units calédline as a result of sales of a large numbeowfraon units in the market or the perception
that such sales could occur. These sales, or tha&lplity that these sales may occur, also mighteriamore difficult for us to sell common
units in the future at a time and at a price thatdeem appropriate. Following the U.S. Listing,expect to have 204,902,226 common units
outstanding and, assuming completion of the Pubffering at an aggregate offering amount of $500,000 and an offering price of $9.30
common unit, which is the last reported sale potKKR Guernsey units on Euronext Amsterdam on Jyl2010, we would issue 53,763,441
common units in the Public Offering resulting inaggregate of 736,770,861 common units outstandirggach case excluding common units
beneficially owned by KKR Holdings in the form oKIR Group Partnership Units discussed below and comunits available for future
issuance under the KKR & Co. L.P. Equity Incentlan, which we refer to as our Equity IncentiverPIall of the common units distributed
to KKR Guernsey Unitholders in the In-Kind Distriimn will be freely tradable without restriction further registration under the Securities
Act by persons other than our "affiliates." Seeff@oon Units Eligible for Future Sale."
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KKR Holdings owns 478,105,194 KKR Group tRarship Units that may be exchanged, up to fonesi each year, for our common units
on a one-for-one basis, subject to customary ceiverate adjustments for splits, unit distribu@nd reclassifications. Except for interests
held by our founders and certain interests heldthgr executives that were vested upon grant,a@steiin KKR Holdings that are held by our
principals are subject to time based vesting oveyear period or performance based vesting and viiiig such vesting, additional restrictic
on exchange for a period of one or two years. Tmrmon units issued upon such exchanges would B&itted securities,” as defined in
Rule 144 under the Securities Act, unless we reggich issuances. However, we will enter intoggsteation rights agreement with KKR
Holdings that will require us to register these coom units under the Securities Act. The marketepofcour common units could decline as a
result of the exchange or the perception that @haxge may occur of a large number of KKR Grougreaship Units for our common units.
These exchanges, or the possibility that theseaggds may occur, also might make it more diffiéedtholders of our common units to sell «
common units in the future at a time and at a phe¢ they deem appropriate.

As discussed above, we may issue additiooramon units pursuant to our Equity Incentive PTEre total number of common units
which may initially be issued under our Equity Intiee Plan is equivalent to 15% of the number difyfdiluted common units outstanding as
of the effective date of the plan. See "Managemd({R & Co. L.P. Equity Incentive Plan." The amounaynbe increased each year to the
extent that we issue additional equity. In additiour limited partnership agreement authorizeusdue an unlimited number of additional
partnership securities and options, rights, wasrantd appreciation rights relating to partnerskeiusties for the consideration and on the te
and conditions established by our Managing Paitmits sole discretion without the approval of amitholders, including awards representing
our common units under the Equity Incentive Plaradcordance with the Delaware Limited Partnersiupand the provisions of our
partnership agreement, we may also issue additgaraher interests that have designations, predesemights, powers and duties that are
different from, and may be senior to, those applie&o our common units.

Risks Related to Our Organizational Structure

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

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

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

. Our Managing Partner is allowed to take into actolo@ interests of parties other than us in reaghdonflicts of interest, whic
has the effect of limiting its duties, includinglficiary duties, to us. For example, our affilidtest serve as the general partners
of our funds have fiduciary and contractual obligra$ to our fund investors, and such obligationy gause such affiliates to
regularly take actions that might adversely affaat near-term results of operations
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or cash flow. Our Managing Partner will have noigdition to intervene in, or to notify us of, suattians by such affiliates;

. Because our principals will indirectly hold theiKRR Group Partnership Units through entities thatrot subject to corporate
income taxation and we will hold some of the KKRoGp Partnership Units through a wholly owned subsjdthat is taxable as
a corporation, conflicts may arise between ourgpials and us relating to the selection and strirgwof investments, declaring
distributions and other matters;

. As discussed above, our Managing Partner has lintitdiability and reduced or eliminated its dstiencluding fiduciary duties
under our partnership agreement, while also restgthe remedies available to holders of KKR Gr&gstnership Units for
actions that, without these limitations, might diinge breaches of duty, including fiduciary dutiesaddition, we have agreec
indemnify our Managing Partner and its affiliateghe fullest extent permitted by law, except wigbpect to conduct involving
bad faith, fraud or willful misconduct. By receigiour common units, you will have agreed and coteskto the provisions set
forth in our partnership agreement, including thevsions regarding conflicts of interest situatidhat, in the absence of such
provisions, might constitute a breach of fiduciaryother duties under applicable law;

. Our partnership agreement does not restrict ourdgisug Partner from paying us or our affiliatesdowy services rendered, or
from entering into additional contractual arrangataavith any of these entities on our behalf, sglas the terms of any such
additional contractual arrangements are fair andopable to us as determined under our partneagihggment. The conflicts
committee will be responsible for, among other disinenforcing our rights and those of our unithddender certain agreemet
against KKR Holdings and certain of its subsidisuamd designees, a general partner or limited gadirK KR Holdings, or a
person who holds a partnership or equity interesté foregoing entities;

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

not be enforceable by KKR or otherwise waived, rfiedior amended, affiliates of our Managing Parted existing and
former personnel employed by our Managing Partreenat prohibited from engaging in other businessexctivities, including
those that might be in direct competition with us;

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

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

See "Certain Relationships and RelatedyPaetnsactions" and "Conflicts of Interest and [Eiduy Responsibilities."

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

All of our Managing Partner's outstanding<3 A shares are held by our senior principalthcAigh the affirmative vote of a majority of
the directors of our Managing Partner is requikdainy action to be taken by our Managing Partrierésd of directors, certain specified
actions approved
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by our Managing Partner's board of directors wilbaequire the approval of a majority of the Classhares of our Managing Partner. These
actions consist of the following:

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

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

. the adoption by us of a shareholder rights plan;

. the amendment of our limited partnership agreeroettie limited partnership agreements of the KKRWprPartnerships;
. the exchange or disposition of all or substantiallyof our assets or the assets of any KKR Groanprniérship

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

. the transfer, mortgage, pledge, hypothecation antgsf a security interest in all or substantiallyof the assets of the KKR

Group Partnerships;

. the appointment or removal of a Chief Executivei€if or a C-Chief Executive Officer of our Managing Partneioor
partnership;

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

. the liquidation or dissolution of the partnerstopy Managing Partner or any KKR Group Partnersaiy

. the withdrawal, removal or substitution of our Mgimey Partner as our general partner or any persaheageneral partner of a
KKR Group Partnership, or the transfer of benefioianership of all or any part of a general partiméegrest in our partnership
a KKR Group Partnership to any person other thanadnts wholly owned subsidiaries.

Messrs. Kravis and Roberts collectively hold Classhares representing a majority of the total \gtower of the outstanding Class A shares.
While neither of them acting alone will be ablectmtrol the voting of the Class A shares, they bdlable to control the voting of such shares
if they act together.

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

Our common unitholders do not elect our Bging Partner or its board of directors and, unifiieeholders of common stock in a
corporation, have only limited voting rights on tea$ affecting our business and therefore limiteitita to influence decisions regarding our
business. Furthermore, if our common unitholdeesdigsatisfied with the performance of our Manad®agtner, they have no ability to remove
our Managing Partner, with or without cause.
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The control of our Managing Partner may be transfed to a third party without our consent.

Our Managing Partner may transfer its galngartner interest to a third party in a mergecamsolidation or in a transfer of all or
substantially all of its assets without our consarthe consent of our common unitholders. Furtleeemthe members of our Managing Partner
may sell or transfer all or part of their limitaelility company interests in our Managing Partwé&hout our approval, subject to certain
restrictions as described elsewhere in this praspeé new general partner may not be willing deab form new funds and could form funds
that have investment objectives and governing tehatsdiffer materially from those of our curreonfls. A new owner could also have a
different investment philosophy, employ investmprdfessionals who are less experienced, be unssfaté@sidentifying investment
opportunities or have a track record that is nawaxessful as our track record. If any of thedomeg were to occur, we could experience
difficulty in making new investments, and the vabfeur existing investments, our business, owlte®f operations and our financial
condition could materially suffer.

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

We intend to pay cash distributions on artprly basis. We are a holding company and wikhao material assets other than the KKR
Group Partnership Units that we will hold throughaly-owned subsidiaries and will have no indeperiaeeans of generating income.
Accordingly, we intend to cause the KKR Group Parships to make distributions on the KKR Group ienthip Units, including KKR Grou
Partnership Units that we directly or indirectidhan order to provide us with sufficient amoutasfund distributions we may declare. If the
KKR Group Partnerships make such distributionsgiotiolders of KKR Group Partnership Units, inclilKKR Holdings, will be entitled to
receive equivalent distributions pro rata basetheir KKR Group Partnership Units, as describedeuri®istribution Policy."

The declaration and payment of any futusé&ributions will be at the sole discretion of ddanaging Partner, which may change our
distribution policy at any time. Our Managing Partmill take into account general economic and tess conditions, our strategic plans and
prospects, our business and investment opportandig financial condition and operating resulsnpensation expense, working capital
requirements and anticipated cash needs, conttaesidctions and obligations (including paymehtigations pursuant to the tax receivable
agreement), legal, tax and regulatory restrictioastrictions or other implications on the paymaidistributions by us to the holders of KKR
Group Partnership Units or by our subsidiariessg@nd such other factors as our Managing Partngrdeam relevant. Under the Delaware
Limited Partnership Act, we may not make a distiifmuto a partner if after the distribution all diabilities, other than liabilities to partners on
account of their partnership interests and ligbgifor which the recourse of creditors is limitedspecific property of the partnership, would
exceed the fair value of our assets. If we wemaaée such an impermissible distribution, any lighipartner who received a distribution and
knew at the time of the distribution that the dimition was in violation of the Delaware LimitedrBeership Act would be liable to us for the
amount of the distribution for three years. Funthere, by paying cash distributions rather than stimg that cash in our businesses, we risk
slowing the pace of our growth, or not having disigint amount of cash to fund our operations, m@vestments or unanticipated capital
expenditures, should the need arise.

Our ability to characterize such distrilbbut as capital gains or qualified dividend inconey e limited, and you should expect that some
or all of such distributions may be regarded asnang income.
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We will be required to pay our principals for most the benefits relating to any additional tax degmiation or amortization deductions we
may claim as a result of the tax basis step-up weeive in connection with subsequent exchangeswfammon units and related
transactions.

We and our intermediate holding company imayequired to acquire KKR Group Partnership Uinds time to time pursuant to our
exchange agreement with KKR Holdings. To the extieistoccurs, the exchanges are expected to fiesat increase in our intermediate
holding company's share of the tax basis of thgitda and intangible assets of KKR Management HgjdiL.P., primarily attributable to a
portion of the goodwill inherent in our businesgttwould not otherwise have been available. Thissiase in tax basis may increase (for tax
purposes) depreciation and amortization and thezegfmuce the amount of income tax our intermediatding company would otherwise be
required to pay in the future. This increase inliagis may also decrease gain (or increase lodsifune dispositions of certain capital assets to
the extent tax basis is allocated to those capiséts.

We are party to a tax receivable agreemi@htKKR Holdings requiring our intermediate holdicompany to pay to KKR Holdings or
transferees of its KKR Group Partnership Units 8f%he amount of cash savings, if any, in U.S. fafjestate and local income tax that the
intermediate holding company actually realizes essalt of this increase in tax basis, as well%% &f the amount of any such savings the
intermediate holding company actually realizes essalt of increases in tax basis that arise ddettwe payments under the agreement. A
termination of the agreement or a change of cortald give rise to similar payments based on tasrgs that we would be deemed to realize
in connection with such events. This payment oliligewill be an obligation of our intermediate hiig company and not of either KKR
Group Partnership. In the event that any of oureniror future subsidiaries become taxable as catipms and acquire KKR Group Partner:
Units in the future, or if we become taxable a®goration for U.S. federal income tax purposesgwgect that each such entity will become
subject to a tax receivable agreement with sulistBnsimilar terms. While the actual increasean basis, as well as the amount and timing of
any payments under this agreement, will vary dejpgndpon a number of factors, including the timafgexchanges, the price of our common
units at the time of the exchange, the extent tmhvhuch exchanges are taxable and the amountraimdytof our taxable income, we expect
that as a result of the size of the increasesdnak basis of the tangible and intangible asdetseoKKR Group Partnerships, the payments that
we may be required to make to our existing ownelldoe substantial. The payments under the taxivabde agreement are not conditioned
upon our existing owners' continued ownership ofWe may need to incur debt to finance paymenteutite tax receivable agreement to the
extent our cash resources are insufficient to meebbligations under the tax receivable agreerasfat result of timing discrepancies or
otherwise. In particular, our intermediate holdeggmpany's obligations under the tax receivableeagent would be effectively accelerated in
the event of an early termination of the tax reable agreement by our intermediate holding compariy the event of certain mergers, asset
sales and other forms of business combinationsh&r @hanges of control. In these situations, dligations under the tax receivable
agreement could have a substantial negative ingraour liquidity.

Payments under the tax receivable agreemiéirite based upon the tax reporting positions tha Managing Partner will determine. We
are not aware of any issue that would cause the¢dR8allenge a tax basis increase. However, meifK& Holdings nor its transferees will
reimburse us for any payments previously made utihdetax receivable agreement if such tax basigease, or the tax benefits we claim
arising from such increase, is successfully chgkehby the IRS. As a result, in certain circumstanpayments to KKR Holdings or its
transferees under the tax receivable agreemend t@uin excess of the intermediate holding compgargsh tax savings. The intermediate
holding company's ability to achieve benefits frany tax basis increase, and the payments to be umatde this agreement, will depend upt
number of factors, as discussed above, includiadithing and amount of our future income.
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If we were deemed to be an "investment company" jgabto regulation under the Investment Company Aapplicable restrictions coul
make it impractical for us to continue our business contemplated and could have a material advesect on our business.

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

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

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

We believe that we are engaged primarilthenbusiness of providing asset management ssraiog not in the business of investing,
reinvesting or trading in securities. We regardselves as an asset management firm and do notggap@ngage primarily in the business of
investing, reinvesting or trading in securitiescAaingly, we do not believe that we are an "orthddnvestment company as defined in
Section 3(a)(1)(A) of the Investment Company Adi described in the first bullet point above.

With regard to the provision describedha second bullet point above, we have no matess#ta other than our equity interest as general
partner of one of the KKR Group Partnerships andeguity interest in a wholly owned subsidiary, atin turn has no material assets other
than the equity interest as general partner obther KKR Group Partnership. Through these intsregé will directly or indirectly be the sole
general partners of the KKR Group Partnershipswveitide vested with all management and control aherKKR Group Partnerships. We do
not believe our equity interest in our wholly owrgdsidiary or our equity interests directly omtigh our wholly owned subsidiary in the
KKR Group Partnerships are investment securitiesceddver, because we believe that the capital istei&f the general partners of our fund
their respective funds are neither securities meestment securities, we believe that if other eptéons to registration under the Investment
Company Act were to cease to apply, then less40&h of the partnership's total assets (exclusivg.8f government securities and cash
items) on an unconsolidated basis would be compuo$assets that could be considered investmeantities. In this regard, as a result of the
Combination Transaction, we succeeded to a sigmfiaumber of investment securities previously tgidKPE and now held by our KKR
Group Partnerships. We monitor these holdings estyuto confirm our continued compliance with th&94 test described in the second bullet
point above. The need to comply with this 40% teay cause us to restrict our business and sulisigliaith respect to the assets in which we
can invest and/or the types of securities we msyeissell investment securities, including on uafable terms, acquire assets or businesses
that could change the nature of our business @npially take other actions which may be vieweadasgerse by the holders of our common
units, in order to ensure conformity with excepsigmovided by, and rules and regulations promuthateler, the Investment Company Act.

The Investment Company Act and the rulesainder contain detailed parameters for the ozgéion and operation of investment
companies. Among other things, the Investment Coppect and the rules thereunder limit or prohibétrisactions with affiliates, impose
limitations on the issuance of debt and equity gdes, generally prohibit the issuance of optiamsl impose certain governance requirements.
We intend to conduct our operations so that wemdgtlbe deemed to be an investment company undéntiestment Company Act. If anyth
were to happen which would cause the partnershi tdeemed to be an investment company under viestiment Company Act, requireme
imposed by the Investment Company Act, includingjtiitions on our capital structure, ability to tsaot business with affiliates (including us)
and ability to compensate key employees, could nitékepractical for us to continue our businesgasently conducted, impair the
agreements and
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arrangements between and among the partnershigktReGroup Partnerships and KKR Holdings, or anynbination thereof, and materially
adversely affect our business, financial condiiod results of operations. In addition, we maydwgiired to limit the amount of investments
that we make as a principal, potentially divesetsacquired in the Combination Transaction ormtts® conduct our business in a manner

does not subject it to the registration and otegquirements of the Investment Company Act.

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

Our limited partnership agreement provithed to the fullest extent permitted by applicdble our directors or officers will not be liable
to us. However, under the DGCL, a director or @ffiszvould be liable to us for (i) breach of dutyl@falty to us or our shareholders,
(i) intentional misconduct or knowing violation§ the law that are not done in good faith, (iii)groper redemption of shares or declaration of
dividend, or (iv) a transaction from which the dit@ derived an improper personal benefit. In addjtour limited partnership agreement
provides that we indemnify our directors and offictor acts or omissions to the fullest extent ped by law. However, under the DGCL, a
corporation can only indemnify directors and offcéor acts or omissions if the director or offieeted in good faith, in a manner he
reasonably believed to be in the best interestseo€orporation, and, in criminal action, if thdicér or director had no reasonable cause to
believe his conduct was unlawful. Accordingly, diorited partnership agreement may be less proteatfthe interests of our common
unitholders, when compared to the DGCL, insofait esates to the exculpation and indemnificatidroor officers and directors.

Risks Related to U.S. Taxation

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

The value of your investment in us depéndsart on our being treated as a partnership f&. f&deral income tax purposes, which
requires that 90% or more of our gross income Verytaxable year consist of qualifying incomedafined in Section 7704 of the Internal
Revenue Code, and that our partnership not beteegisunder the Investment Company Act. Qualifyingpme generally includes dividends,
interest, capital gains from the sale or othera#fpn of stocks and securities and certain ofbiens of investment income. We may not meet
these requirements or current law may change sm@ause, in either event, us to be treated aspoiation for U.S. federal income tax
purposes or otherwise subject us to U.S. fedecalnre tax. We have not requested, and do not pleegteest, a ruling from the IRS, on this or
any other matter affecting us.

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

Current law may change, causing us todetéd as a corporation for U.S. federal or statenre tax purposes or otherwise subjecting
entity level taxation. See "—Risks Related to OusiBess—The U.S. House of Representatives haschisgslation that, if enacted,
(i) would, for taxable years beginning ten yeatsrathe date of enactment, preclude us from quiaifas a partnership or require us to hold
carried interest through taxable subsidiary corana and (ii) would

54




Table of Contents

tax certain income and gains at increased ratesfable years ending after December 31, 201@idfdr any similar legislation were to be
enacted and apply to us, the after tax income aidrglated to our business, as well as the mandked of our units, could be reduced.”
Because of widespread state budget deficits, skstatas are evaluating ways to subject partnesdbigntity level taxation through the
imposition of state income, franchise or other femfi taxation. If any state were to impose a taorups as an entity, our distributions to you
would be reduced.

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

As long as 90% of our gross income for gagiable year constitutes qualifying income asragefiin Section 7704 of the Internal Revenue
Code and we are not required to register as arsimant company under the Investment Company Aet continuing basis, and assuming
there is no change in law, we will be treated,Ud8. federal income tax purposes, as a partneestdmot as an association or a publicly traded
partnership taxable as a corporation. As a real,S. unitholder will be subject to U.S. fedestiite, local and possibly, in some cases, fot
income taxation on its allocable share of our it@himcome, gain, loss, deduction and credit (idaig its allocable share of those items of any
entity in which we invest that is treated as amanghip or is otherwise subject to tax on a flovetigh basis) for each of our taxable years
ending with or within the unitholder's taxable yeaagardless of whether or when such unitholdegives cash distributions. See "—Risks
Related to Our Business—The U.S. House of Repratieas has passed legislation that, if enacteaydi)ld, for taxable years beginning ten
years after the date of enactment, preclude us fpeatifying as a partnership or require us to healdried interest through taxable subsidi
corporations and (i) would tax certain income gaéhs at increased rates for taxable years endieg@ecember 31, 2010. If this or any
similar legislation were to be enacted and applygothe after tax income and gain related to osirtess, as well as the market price of our
units, could be reduced.”

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

Although we expect that distributions wekeahould be sufficient to cover a holder's takility in any given year that is attributable to
its investment in us, no assurances can be matléhtbavill be the case. We will be under no obliga to make any such distribution and, in
certain circumstances, may not be able to makedatgibutions or will only be able to make distritmns in amounts less than a holder's tax
liability attributable to its investment in us. Awrdingly, each holder should ensure that it haBcent cash flow from other sources to pay all
tax liabilities.
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Our interests in certain of our businesses will held through an intermediate holding company, whietill be treated as a corporation for
U.S. federal income tax purposes; such corporatioill be liable for significant taxes and may creat¢her adverse tax consequences, which
could potentially adversely affect the value of ocwmmmon units.

In light of the publicly traded partnershiges under U.S. federal income tax laws and atbguirements, we will hold our interest in
certain of our businesses through an intermedialidiriy company, which will be treated as a corgorafor U.S. federal income tax purposes.
This intermediate holding company will be liable t.S. federal income taxes on all of its taxableime and applicable state, local and other
taxes. These taxes would reduce the amount oflalityns available to be made on our common uhitaddition, these taxes could be
increased if the IRS were to successfully realleckductions or income of the related entities notidg our business.

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

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

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

Certain of our investments may be in fonetgrporations or may be acquired through a forsigwsidiary that would be classified as a
corporation for U.S. federal income tax purposegshSan entity may be PFIC for U.S. federal incomepurposes. In addition, we may hold
certain investments in foreign corporations thattaeated as CFCs. Unitholders may experience se#iS. tax consequences as a result of
holding an indirect interest in a PFIC or CFC. Thas/estments may produce taxable income pridnéaéceipt of cash relating to such
income, and unitholders that are U.S. taxpayernsbgirequired to take such income into accoungitednining their taxable income. In
addition, gain on the sale of a PFIC or CFC matalzable at ordinary income rates. See "Material Bedleral Income Tax Considerations—
U.S. Taxes—Consequences to U.S. Holders of Commmits-J-Passive Foreign Investment Companies" and éN&tU.S. Federal Income
Tax Considerations—Consequences to U.S. Holde@oofmon Units—Controlled Foreign Corporations.”

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

If you sell your common units, you will m@mize a gain or loss equal to the difference bebtatbe amount realized and your adjusted tax
basis allocated to those common units. Prior distions to you in excess of the total net taxahd®me allocated to you will have decreased
the tax basis in your common units. Therefore, saess distributions will increase your taxablengar decrease your taxable loss, when the
common units are sold and may result in a taxaaie gven if the sale price is less than the originat. A portion of the amount realized,
whether or not representing gain, may be ordinacgiine to you.
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Unitholders may be allocated taxable gain on thepibsition of certain assets, even if they did nioae in the economic appreciation
inherent in such assets.

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

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

We may be, or may become, engaged in atth&e or business for U.S. federal income tax @sgp, including by reason of investments
in U.S. real property holding corporations, in whizase some portion of its income would be treateeffectively connected income with
respect to non-U.S. holders, or ECI. To the exbemtincome is treated as ECI, non-U.S. unitholdenserally would be subject to withholding
tax on their allocable share of such income, wdaddequired to file a U.S. federal income tax mefiar such year reporting their allocable
share of income effectively connected with sucHédrar business and any other income treated asaa@hvould be subject to U.S. federal
income tax at regular U.S. tax rates on any suchnte (state and local income taxes and filings aisy apply in that event). Non-U.S.
unitholders that are corporations may also be stibjea 30% branch profits tax on their actual @emed distributions of such income. In
addition, distributions to non-U.S. unitholderstthee attributable to the sale of a U.S. real priypgaterest may also be subject to 30%
withholding tax. Also, non-U.S. unitholders maysbject to 30% withholding on allocations of outdme that are U.S. source fixed or
determinable annual or periodic income under theriral Revenue Code, unless an exemption fronredaced rate of such withholding
applies and certain tax status information is peudi

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

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

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

Because we cannot match transferors andfesgees of common units, we will adopt deprecmtamortization and other tax accounting
positions that may not conform with all aspectexisting Treasury regulations. A successful IRSlehge to those positions could adversely
affect the amount of tax benefits available to muitholders. It also could affect the timing of $keax benefits or the amount of gain on the
of common units and could have a negative impachervalue of our common units or result in audftand adjustments to our unitholders'
returns.
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In addition, our taxable income and loss#isbe determined and apportioned among inveatsisg conventions we regard as consistent
with applicable law. As a result, if you transfeuy common units, you may be allocated income,,dags and deduction realized by us after
the date of transfer. Similarly, a transferee maylocated income, gain, loss and deduction re@liy us prior to the date of the transferee's
acquisition of our common units. A transferee misp &ear the cost of withholding tax imposed withpect to income allocated to a transferor
through a reduction in the cash distributed totthesferee.

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

We will be considered to have been terneiddbr U.S. federal income tax purposes if thei@ sale or exchange of 50% or more of the
total interests in our capital and profits withidzmonth period. A termination of our partnershipuld, among other things, result in the
closing of our taxable year for all unitholderseSkaterial U.S. Federal Tax Considerations" faescription of the consequences of our
termination for U.S. federal income tax purposes.

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

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

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

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

We intend to make quarterly cash distritmsito holders of our common units in amountsithéie aggregate are expected to constitute
substantially all of the cash earnings of our assstagement business each year in excess of amdriatsnined by our Managing Partner to
be necessary or appropriate to provide for the goindf our business, to make appropriate investmienbur business and our investment fu
and to comply with applicable law and any of oubtdastruments or other agreements. For the pugpokeur distribution policy, our cash
earnings from our asset management business istexig® consist of (i) our fee related earningsai¢axes and certain other adjustments and
(ii) carry distributions received from our investmiéunds and certain of our other investment velsithat have not been allocated as part ¢
carry pool. We do not intend to distribute gainsgpoimcipal investments, other than, potentiallytaim tax distributions as discussed below.

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

Because we make our investment in our legsithrough a holding company structure and thicajpte holding companies do not own
any material cashienerating assets other than their direct andentiiroldings in KKR Group Partnership Units, distitions are expected to
funded in the following manner:

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

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

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

The partnership agreements of the KKR Gieagnerships provide for cash distributions, whdoh referred to as tax distributions, to the
partners of such partnerships if our Managing Rardetermines that the taxable income of the ralepartnership will give rise to taxable
income for its partners. We expect that the KKRupr&artnerships will make tax distributions onhithie extent distributions from such
partnerships for the relevant year were otherwisefficient to cover such tax liabilities. Geneyathese tax distributions are expected to be
computed based on an estimate of the net taxatbena of the relevant partnership allocable to éngamultiplied by an assumed tax rate
equal to the highest effective marginal combine8.Wederal, state and local income tax rate presdrfor an individual or corporate resider
New York, New York (taking into account the r-deductibility of certain expenses and the charawteur income). A portion of any such tax
distributions received by us, net of amounts usedus subsidiaries to pay their tax liability, ispected to be distributed by us. Such amounts
are generally expected to be sufficient to perm8.Urolders of KKR Group Partnership Units to fuhelir estimated U.S. tax obligations
(including any federal, state and local income $xeth respect to their distributive shares ofinebme or gain, after taking into account any
withholding tax imposed on us. There can be norasse that, for any particular unitholder, suchribstions will be sufficient to pay the
unitholder's actual U.S. or non-U.S. tax liability.
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The actual amount and timing of distribntare subject to the sole discretion of the bo&rirectors of our Managing Partner, and there
can be no assurance that distributions will be nzeiatended or at all. In particular, the amounat ming of distributions will depend upon a
number of factors, including, among others, outilalée cash and current and anticipated cash nésdading funding of investment
commitments and debt service and future debt repaywbligations; general economic and businessitons; our strategic plans and
prospects; our results of operations and finaramatlition; our capital requirements; legal, contratand regulatory restrictions on the
payment of distributions by us or our subsidiariesluding restrictions contained in our debt agneats, and such other factors as the board of
directors of our Managing Partner considers relevate are not currently restricted by any contfeatn making distributions to our
unitholders, although certain of our subsidiariesk@ound by credit agreements that contain ceréstricted payment and/or other covenants,
which may have the effect of limiting the amountgdtributions that we receive from our subsidiarisee "Management's Discussion and
Analysis of Financial Condition and Results of Ggiems—Liquidity—Sources of Cash". In addition, en&ection 17-607 of the Delaware
Limited Partnership Act, we will not be permittedrhake a distribution if, after giving effect taetdistribution, our liabilities would exceed the
fair value of our assets.

Prior to the Transactions, we made caghildigions to our principals when we received sfigant distributions from our funds. In
addition, we made cash distributions to our sepigrcipals annually in connection with the incomeaived by our management companies.
These distributions were not made pursuant to gngegment. Prior to the Transactions, for the figealrs ended December 31, 2008 and 2009,
we made cash distributions of $250.4 million and%2 million, respectively, to our principals.
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CAPITALIZATION

The following table presents our consokdiatash and cash equivalents and capitalizatiof srch 31, 2010. You should read this
information together with the information includel$ewhere in this prospectus, including the infdiomaset forth under "Organizational
Structure,” "Unaudited Pro Forma Financial Inforimat' and "Management's Discussion and Analysisin&ncial Condition and Results of
Operations" and the accompanying financial statésnamd related notes thereto.

March 31,
2010

($ in thousands)
Cash and Cash Equivalel $ 603,93¢
Cash and Cash Equivalents Held at Consolidatediés 398,92!
Restricted Cash and Cash Equivale 41,40¢
Total Cash, Cash Equivalents and Restricted ¢ $ 1,044,26!
Debt Obligations $ 1,327,000
Noncontrolling Interests in Consolidated Entit $ 25,913,96
Noncontrolling Interests Attributable to KKR Holdjs 3,562,09
Group Holdings Partners' Capi 1,104,72.
Accumulated Other Comprehensive Inca 90¢€
Total Group Holdings Partners' Capital $ 1,105,63!
Total Capitalizatior $ 31,908,70

1) Total Group Holdings partners' capital reflectsyatle portion of equity attributable to Group Haids (reflecting
KKR Guernsey's 30% interest in our Combined Busijaad differs from partners' capital reported ae@ment basis
primarily as a result of the exclusion of the faling items from our segment presentation: (i) theact of income taxes;
(ii) charges relating to the amortization of intdrlg assets; (iii) non-cash equity based charges i) allocations of
equity to KKR Holdings. For a reconciliation to t#4,733.2 million of partners' capital reportedeosegment basis,
please see "Management's Discussion and Analysimahcial Condition and Results of Operations—SagnPartners'
Capital.” KKR Holdings' 70% interest in our CombinBusiness is reflected as noncontrolling interbstd by
KKR Holdings and is not included in total Group Hiolgs partners' capite
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THE U.S. LISTING

On August 4, 2009, we announced that timelitions precedent to the Combination Transactexh been deemed satisfied and entered an
investment agreement among us and certain of diliatfs, on the one hand, and KKR Guernsey anthireof its affiliates, on the other hand.
Pursuant to the investment agreement, we delivereatice to KKR Guernsey on February 24, 2010 ilgdb seek a U.S. Listing and
subsequently prepared and filed a registratiomstant with the SEC relating to the proposed U.Stihg and concurrent In-Kind Distribution
of our common units to holders of KKR Guernsey sinfthe investment agreement requires us and KKRrSag to use our reasonable best
efforts to have the registration statement decleftettive and complete the U.S. Listing and mattercillary thereto in the manner
contemplated by the investment agreement, prowicgidneither of us will be required to take anyi@atthat would reasonably be expected to
have a material adverse effect on our business.

The investment agreement contemplates, grathrer things, that KKR Guernsey will contribuie interests in our Combined Business to
us in exchange for our common units and distrillibse common units to holders of KKR Guernsey ymitsuant to the In-Kind Distribution.
The interests in our Combined Business that anently held by KKR Guernsey consist of partneriiegts in Group Holdings, which owns
30% of the KKR Group Partnership Units that areenity outstanding. Upon the contribution of thgsetner interests to us, we will hold
KKR Group Partnership Units representing a 30%réa#kin the Combined Business. The remaining KKBuprPartnership Units will
continue to be held by our principals through KKBId#ings. KKR Group Partnership Units that are HaldKKR Holdings are exchangeable
for our common units on a one-for-one basis, stltgecustomary conversion rate adjustments fotsplinit distributions and reclassifications
and compliance with applicable lock-up, vesting tmdsfer restrictions.

In-Kind Distribution

As soon as practicable following the datenhich the registration statement of which thisgpectus forms a part is declared effective and
our common units have been approved for listingteading on the New York Stock Exchange, subje@adnh case to applicable laws, rules
and regulations, KKR Guernsey units will ceaseitrgét the close of trading at 5:30 p.m. (Amsterdane) on a date to be publicly announ
by KKR Guernsey, which we refer to as the finatiralate, on Euronext Amsterdam. At such time, @menson unit will be automatically
distributed for one KKR Guernsey unit; the KKR Gusgy units will be canceled; and KKR Guernsey bdldissolved. KKR Guernsey will be
delisted from Euronext Amsterdam on the trading idayediately following the final trade date. Ounmmon units will commence trading at
9:30 a.m. (New York City time) on the trading daymediately following the final trade date. Trade&KKR Guernsey units that have not
settled by the final trade date will be settledity applicable clearing houses on a one-for-onis lr@® our new common units. Trading in
KKR Guernsey units is not expected to be halte&byonext Amsterdam until the close of trading omfihal trade date.

You should note that holders of KKR Guegngeits will receive our common units in the In-idiDistribution only if they hold
KKR Guernsey units when the U.S. Listing becomésctifze. If you have sold your KKR Guernsey unit®aprior to the distribution but your
transaction has not been settled at or prior tb sligtribution, your transaction will be requiredite settled in our common units. Because the
assets of KKR Guernsey consist solely of its irderén our Combined Business, the In-Kind Distribaitwill result in the dissolution of KKR
Guernsey and a delisting of its units from Eurorfexisterdam. To preserve a trading market for irstsran our Combined Business, the In-
Kind Distribution is conditioned upon our commorntarbeing approved for listing on the New York $t@&xchange subject to official notice
of issuance.
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Material U.S. Federal Income Tax Consequences ofefDistribution

The U.S. Listing and In-Kind Distributiorill\not result in the recognition of gain or losg U.S. unitholders. See "Material U.S. Federal
Tax Considerations" in this prospectus for furttietails regarding the U.S. federal income tax cgueeces of the U.S. Listing and In-Kind
Distribution.

Listing and Trading of our Common Units

We are seeking to list our common unitslenNew York Stock Exchange under the symbol "KKB®Ur common units are not currently
listed or traded on a national securities exchamgiee United States and we cannot provide anyrasse to you as to the trading price they
will have after the U.S. Listing. The trading prigour common units may fluctuate significantijidaving the U.S. Listing. See "Risk
Factors—Risks Related to the U.S. Listing and to Cemmon Units." Common units distributed to hotdef KKR Guernsey units will be
freely transferable.

Conditions to the U.S. Listing and In-Kind Distribution

Under the investment agreement, each pashfigation to consummate the U.S. Listing is sabjo the satisfaction or waiver of each of
the following conditions:

. the common units to be issued to KKR Guernsey astdiglited in the 1-Kind Distribution shall have been approved foritigt
on the New York Stock Exchange subject to officialice of issuance;

. the registration statement relating to the commuitsuo be issued to KKR Guernsey and distributethé In-Kind Distribution
shall have become effective under the SecuritigsaAd/or Exchange Act, provided (i) there is not esguirement that we or
any of our affiliates become subject to regulatioder the Investment Company Act and (ii) no stafepsuspending the
effectiveness of the registration statement has Eseied and no proceedings for a similar purpba# kave been initiated or
threatened by the SEC;

. no order, injunction, judgment, award or decreaégsby any governmental entity or other legal eéstror prohibition
preventing the consummation of the U.S. Listing/anthe In-Kind Distribution to the KKR Guernseyitholders shall be in
effect;

. KKR Guernsey shall have contributed its interestie Combined Business to us in exchange for ommeon units; and

. KKR Guernsey shall have received a customary candtier and negative assurance letter relatirigftbmation contained in

the registration statement relating to the commuaitsuo be issued to KKR Guernsey and distributethé In-Kind Distribution.
KKR Guernsey Units

Pursuant to the In-Kind Distribution, KKRu€rnsey unitholders will receive one of our commaits for each KKR Guernsey unit they
own. Upon completion of the In-Kind DistributionKiR Guernsey will be dissolved and delisted fromdagxt Amsterdam and all KKR
Guernsey units will be cancelled.

Trading Price

The table below shows the closing priceKiWR Guernsey units on Euronext Amsterdam at thsebf the regular trading session on
(i) July 17, 2009, the last trading day before puiplic announcement of the Combination TransactignQctober 1, 2009, the date of the
completion of the
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Combination Transaction, and (iii) July 5, 201G thost recent trading day for which closing prieese available.

KKR Guernsey

Date Closing Price

July 17, 200¢ $ 5.3¢
October 1, 200! $ 9.4%
July 5, 201( $ 9.3C

The table below shows the historical high fow intraday sale prices of KKR Guernsey unitseported on Euronext Amsterdam.

KKR Guernsey

Units ($)

Calendar Quarter High Low
2007

First Quartel 2498 21.9(C
Second Quarte 24.6( 21.9(
Third Quartel 22.8¢ 18.1¢
Fourth Quarte 20.1t 17.0¢
2008

First Quartel 18.4C 11.4¢
Second Quarte 15,51 12.11
Third Quartel 15.3: 8.8t
Fourth Quarte 9.8( 2.0C
2009

First Quartel 3.8t 1.9¢
Second Quarte 6.2C 2.6€
Third Quartel 9.4¢€ 5.1C
Fourth Quarte 10.2( 8.1¢€
2010

First Quartel 11.97 8.4¢
Second Quarte 12.7¢ 8.8:
Third Quarter (through July 5, 201 9.4¢ 9.01

Distribution History

On May 13, 2010, a distribution of $0.08 K&R Guernsey unit, subject to applicable withhpfdtaxes, was declared to KKR Guernsey
unitholders of record as of the close of businesMay 27, 2010. The $0.08 per KKR Guernsey unibjestt to applicable withholding taxes,
was paid on June 10, 2010.

On February 24, 2010, a distribution oftB0per KKR Guernsey unit, subject to applicablentvitiding taxes, was declared to KKR
Guernsey unitholders of record as of the closeusfriess on March 11, 2010. The $0.08 per KKR Guasraosit, subject to applicable
withholding taxes, was paid to KKR Guernsey unitless on or about March 25, 2010. On August 10, 28@¥stribution of $0.24 per unit was
declared to KPE unitholders of record as of theelof business on August 31, 2007. The $0.24 gedistribution was paid to unitholders on
or about September 17, 2007. On November 15, 20@&tribution of $0.19 per unit was declared td&kiitholders of record immediately
prior to the opening of business in Amsterdam ondbaber 1, 2006. The $0.19 per unit distribution paisl to unitholders on or about
December 15, 2006.
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Holders

We estimate that as of December 31, 20@9etwere approximately 2,000 holders of KKR Gueynmits. Because the laws and
regulations applicable to KKR Guernsey do not refiKR Guernsey holders to file regulatory disci@steports regarding their beneficial
ownership of KKR Guernsey units, we are unableeti@ianine with reasonable certainty which holdersently beneficially own more than
five percent of its units.

As of March 31, 2010, our principals hefppeoximately 1.4% of KKR Guernsey's outstandingsuttirough two affiliated holding
vehicles. In addition, as of such date an investrierd managed by us held approximately 2.3% of KBEernsey's outstanding units. No
other director of KKR Guernsey beneficially owny&KR Guernsey units. Upon completion of the U.&tihg, these vehicles and funds will
receive our common units in exchange for the KKRe@sey units they hold on the same terms as theg 8tiR Guernsey unitholders.
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ORGANIZATIONAL STRUCTURE

Ownership and Organizational Structure Before the US. Listing

The following diagram illustrates our curt@wnership and organizational structure and do¢gjive effect to the U.S. Listing and In-

Kind Distribution. See page 66 for a diagram illatihg the ownership and organizational structbes tve will have upon the completion of
U.S. Listing and In-Kind Distribution.

KR Management LLC . g
fMant':l'laélgF’annar:ll':' } NI oo Foaons
KKR
Guernsay
Unitholders it KKA Holdings L }v KKR Principals
*
LP100%
KA & Co
[(Guamsey) L™ KKHA & Co. LP,
Eurcnext Amsterdam: KKR
(Issuer)
GFP {No Econormics)
LP 100%

KKR Group Holdings LRI

T00%
GP 30%
KKR Management Holdings
El:rr|::'."I
Le o™ Le 7on™
GP 30% i
KKR Group KKR Management Holdings - R
: B Carry Pool
Parkiorshbs { LP KKA Fund Holdings L. e Y
. General Partners of Private
Combined Business'™. ansgemant Companies Principal Asgats Equity and Co-lmastment
Capital Markets Funds

Notes:

(1) KKR Management LLC serves as the ultimate genexahpr of KKR Group Holdings L.P. As a result,ritlirectly controls the
Combined Business. KKR Management LLC does not holdeconomic interests in KKR Group Holdings L.P.

2) KKR & Co. (Guernsey) L.P. is the current listinghiee for the Combined Business. KKR Guernsey oh03% of the limitec

partnership interests of KKR Group Holdings L.Phjet holds 204,902,226 KKR Group Partnership Umépresenting a 30% interest
in our Combined Business.
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®)

4)

®)

(6)

()

KKR Group Holdings L.P. is a holding vehicle foetKKR Group Partnership Units before and afterub®. Listing and In-Kind
Distribution. KKR Group Holdings L.P. is a disredad entity for U.S. federal income tax purposes.

KKR Guernsey unitholders hold the KKR Group Parshgy Units in KKR Management Holdings L.P. throl¢)iR Management
Holdings Corp., which is subject to taxation a®gporation for U.S. federal income tax purposes<adkdingly, our allocable share of
the taxable income of KKR Management Holdings lisRubject to taxation at a corporate rate. ExtmptKR Management Holdings
Corp. and certain of our foreign subsidiaries Hrattaxable as corporations for U.S. federal inctargurposes, all of our subsidiaries
are treated as partnerships or disregarded erftties.S. federal income tax purposes.

KKR Holdings is the holding vehicle through whictirgrincipals indirectly own their interest in tB®mbined Business. It is treated

a partnership for U.S. federal income tax purpolk&® Holdings holds 478,105,194 KKR Group Partngrdbnits, representing a 70%
interest in our Combined Business. KKR Group Pastrip Units that are held by KKR Holdings are exdeable for KKR Guernsey
common units on a one-for-one basis, subject ttoowsry conversion rate adjustments for splits, disitributions and reclassifications
and compliance with applicable lock-up, vesting tradsfer restrictions. As limited partner inteseshese KKR Group Partnership
Units are non-voting and do not entitle KKR Holdsrtg participate in the management of our busiaasgsaffairs.

Carry pool allocations represent allocations obetipn of the carried interest earned in relatiotir investment funds and carry pay
co-investment vehicles to our principals, otherf@gsionals and selected other individuals who vilotkese operations. No carried
interest has been allocated with respect to costments and privately negotiated investments aedudiom KPE in the Combination
Transaction.

Our Combined Business includes (i) all of our fesgrating management companies and capital maretpanies, (ii) all of the
entities that are entitled to receive carried iesefrom investment funds and torestment vehicles formed subsequent to the 1296l
and (iii) the net assets acquired from KPE in tlenBGination Transaction. For additional informatmoncerning the interests in KKR
that are owned by the KKR Group Partnerships ait bgiminority investors, see "—Components of ousiBass Owned by the KKR
Group Partnerships.”
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Ownership and Organizational Structure Upon Completon of the U.S. Listing and In-Kind Distribution

The following diagram illustrates the owst@p and organizational structure that we will hapen the completion of the U.S. Listing and
In-Kind Distribution. The diagram reflects the cobtition by KKR Guernsey of its interests in ourrflmined Business to our partnership in
exchange for our common units, and our partnefiségmming the entity through which public unithoslewn a 30% economic interest in our

Combined Business.

Public
Linithakders

Majority
Indapendant
Direclors

EKR Managemant LLC
{Managing Partner}!’

&GP (No
Economics)

} KK Senior Principals

KKR Holdings L.P.

m%""

} KKR Principals

Carry Poal

Special ki;fm;
KKR & Co. LP. Units'
MWYSE: KKR
{Iszuear)™
ID\/ \
GP 30%
KKR Managamam Haoldings
Corp.”
i LP 705" LP 7ot
KKR Group KKA Mamgemﬂnt Holdings
Parinerships KKRA Fund Holdings L.A"
General Pariners of Private
Combined Businass'™ MH“?:‘::FL‘;?:}EHIE Principal Assats Equity and Co-Immestmant
& Funds

Notes:

1) KKR Management LLC serves as the general partn&ikaét & Co. L.P. As a result, it indirectly controlse Combined Business. KKR
Management LLC does not hold any economic inteiatkR & Co. L.P.

2) KKR & Co. L.P. serves as the holding company asting vehicle for the Combined Business. Upon cetiph of the U.S. Listing and
In-Kind Distribution, public unitholders will hold04,902,226 of our common units, representing a B@étest in our Combined

Business.

3) Upon completion of the U.S. Listing and In-Kind Bibution, KKR Holdings will hold special voting its in our partnership that will
entitle it to cast, with respect to those limitedttars that may be submitted to a vote of our oidirs, a number of votes equal to the
number of KKR Group Partnership Units that it hdidsn time to time. See also Note 5 below.
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4) Because the income of KKR Management Holdings is.Rkely to be primarily non-qualifying income f@urposes of the qualifying
income exception to the publicly tradedrtnership rules, we formed KKR Management Holdi@grp., which is subject to taxation ¢
corporation for U.S. federal income tax purposesdial our KKR Group Partnership Units in KKR Managnt Holdings L.P.
Accordingly, our allocable share of the taxableome of KKR Management Holdings L.P. will be subjectaxation at a corporate ra
KKR Management Holdings L.P., which is treated gadnership for U.S. federal income tax purposes formed to hold interests in
our fee generating businesses and other assetndlyatot generate qualifying income for purposethefqualifying income exception
to the publicly traded partnership rules. KKR Fudaldings L.P., which is also treated as a partriprir U.S. federal income tax
purposes, was formed to hold interests in our lassi@es and assets that will generate qualifyingmecor purposes of the qualifying
income exception to the publicly traded partnerships. A portion of the assets held by KKR Fundditays L.P. and certain other
assets that may generate qualifying income arecals®d by KKR Management Holdings L.P. Except f&stlKManagement Holdings
Corp. and certain of our foreign subsidiaries Hrattaxable as corporations for U.S. federal inctargurposes, all of our subsidiaries
are treated as partnerships or disregarded erftities.S. federal income tax purposes.

(5) KKR Holdings is the holding vehicle through whictirgrincipals indirectly own their interest in tB®mbined Business. It is treated
a partnership for U.S. federal income tax purpolk&®R Holdings holds 478,105,194 KKR Group Partngsbnits, representing a 70%
interest in our Combined Business. KKR Group Pastmig Units that are held by KKR Holdings are exapeable for our common
units on a one-for-one basis, subject to custoroanyersion rate adjustments for splits, unit disttions and reclassifications and
compliance with applicable lodkp, vesting and transfer restrictions. As limitedtper interests, these KKR Group Partnership Uard
non-voting and do not entitle to KKR Holdings tat@pate in the management of our business arairaff

(6) Carry pool allocations represent allocations obetipn of the carried interest earned in relatiomtr investment funds and carry pay
co-investment vehicles to our principals, othef@ssionals and selected other individuals who viotkese operations. No carried
interest has been allocated with respect to cosimvents and privately negotiated investments aedudiom KPE in the Combination
Transaction.

@) Our Combined Business includes (i) all of our fesgrating management companies and capital martetpanies, (ii) all of the
entities that are entitled to receive carried iesefrom investment funds and oorestment vehicles formed subsequent to the 1296
and (iii) the net assets acquired from KPE in tlenGination Transaction. For additional informatmoncerning the interests in KKR
that are owned by the KKR Group Partnerships at bglminority investors, see "—Components of ousiBass Owned by the KKR
Group Partnerships."

Our Combined Business

On October 1, 2009, we completed the Tretias pursuant to which we reorganized our assetagement business into a holding
company structure and acquired all of the assetdiahilities of KKR Guernsey. We refer to our huesss that resulted from the Transactions as
our Combined Business.

Reorganization Transaction

The reorganization of our asset manageimasihess into a holding company structure involzedntribution of equity interests in our
business that were held by our principals to theRKBroup Partnerships in exchange for newly issuéR Ksroup Partnership Units that are
held by KKR
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Holdings. The KKR Group Partnership Units receibgdKKR Holdings represent a 70% interest in our ®orad Business. Our principals did
not receive any cash in connection with their dbaotron of equity interests to the KKR Group Parsteps.

Prior to the reorganization, our business wonducted through a number of entities thatded our management companies and capital
markets companies, the general partners of cesfaonr funds and the consolidated subsidiariehefforegoing. In order to facilitate the
Combination Transaction and the U.S. Listing wegaaized these entities into an integrated stregiursuant to which KKR Guernsey
unitholders and our principals hold interests in lousiness.

Combination Transaction

Concurrently with the Reorganization Trantigms, we completed our acquisition of the asartsliabilities of KKR Guernsey in the
Combination Transaction. Pursuant to the Combinafi@nsaction, KKR Guernsey contributed all ofassets and liabilities to the KKR Grc
Partnerships in exchange for newly issued KKR Gragnership Units that are held by KKR Guernsegugh Group Holdings. These KKR
Group Partnership Units represent a 30% interestiirCombined Business. Upon completion of the Goation Transaction, KKR Guernsey
changed its name from KKR Private Equity Investar®, to KKR & Co. (Guernsey) L.P. and, effective ©ctober 2, 2009, changed the ticker
symbol for its units on Euronext Amsterdam from H&Ro "KKR."

Prior to the Transactions, KKR Guernseyg®d primarily on making private equity investmenteur portfolio companies and funds
with the flexibility to make other types of investnts, including in fixed income and public equitymade all of its investments through a
lower-tier partnership, which we refer to as theeKRvestment Partnership, of which KKR Guernsey thassole limited partner. Prior to the
Transactions, KKR Guernsey's only material assetg\is interests in the KPE Investment Partnerstiifich held partner interests in a
number of our private equity funds, co-investmentgortfolio companies, negotiated equity investtsgenash, cash equivalents and other
assets. In connection with the Transactions, KKRm@sey contributed its limited partnership intesestthe KPE Investment Partnership, cash
and other net liabilities to the KKR Group Partingps in exchange for newly issued KKR Group Paghgr Units. The assets we acquired
from KKR Guernsey provide us with capital to funtiygow and expand our business, increase our fgation in our existing portfolio of
businesses and further align our interests witlehaf our investors and other stakeholders. Thel@@mation Transaction also provides a me
to enhance access to capital markets and creae aurrency to incentivize our professionals amtifpotential acquisitions and growth
opportunities.

The Combination Transaction did not invallte payment of any cash consideration or involveféering of any newly issued securitie:
the public, and KKR Guernsey unitholders' continteetold KKR Guernsey units. Until the U.S. Listingd In-Kind Distribution, KKR
Guernsey units will remain subject to the sameirgins on ownership and transfers that appliédrfgo the completion of the Combination
Transaction.

U.S. Listing and In-Kind Distribution

On February 24, 2010, we delivered to KK&ethsey a notice of our intention to exercise htrig seek to have our common units listed
and traded on the New York Stock Exchange andve K&R Guernsey make an In-Kind Distribution of @ammon units to holders of KKR
Guernsey units upon completion of the U.S. Listi@gr election to seek a U.S. Listing was made pansto an investment agreement among
us and certain of our affiliates, on the one hamdl, KKR Guernsey and certain of its affiliates tioa other hand. The investment agreement
contemplates, among other things, that KKR Guermskygontribute its interests in our Combined Bagss to us in exchange for
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our common units and distribute those common uaitwlders of KKR Guernsey units pursuant to th&«imd Distribution.

If the U.S. Listing and In-Kind Distributicoccur, holders of KKR Guernsey units will receoree of our common units for each KKR
Guernsey unit. Because the assets of KKR Guerrmesist solely of its interests in our business,|th&ind Distribution will result in the
dissolution of KKR Guernsey and a delisting oflitsts from Euronext Amsterdam. To preserve a trgdiarket for interests in our business,
the In-Kind Distribution will be conditioned upomiocommon units being approved for listing on thewNYork Stock Exchange subject to
official notice of issuance.

Our Managing Partner

As is commonly the case with limited parsidps, our limited partnership agreement provideshe management of our business and
affairs by a general partner rather than a boardirettors. Our Managing Partner serves as thmaté general partner of us and the KKR
Group Partnerships. Our Managing Partner has allmfatirectors that is co-chaired by our foundeenty Kravis and George Roberts, who
also serve as our Co-Chief Executive Officers amduch positions, are authorized to appoint ottiéicers of our Managing Partner.

You will not hold securities of our ManagiRartner and will not be entitled to vote in thecgon of its directors or other matters affect
its governance. Only those persons holding Claskakes in our Managing Partner will be entitlegdte in the election or removal of its
directors, on proposed amendments to its charturdents or on other matters that require apprdviédd @quity holders. Our senior principals
hold all such interests. See "Management—Our ManggBartner."

Group Holdings

Group Holdings is the entity through whiKKR Guernsey owns KKR Group Partnership Units reprding a 30% economic interest in
our Combined Business. KKR Guernsey's interestrisuf® Holdings consists of a limited partner intéthat is non-voting. We hold a non-
economic general partner interest in Group Holdeugs, through such interest, exercise control tvelKKR Group Partnerships and the
Combined Business. Our Managing Partner controlndsexercises this control. In connection withth8. Listing and In-Kind Distribution,
we will acquire all of KKR Guernsey's interests@noup Holdings and, as result of such acquisitiaih control the KKR Group Partnerships
and hold KKR Group Partnership Units representi3®% economic interest in the Combined Business.

KKR Group Partnerships

Each KKR Group Partnership has an identicahber of partner interests and, when held togetiie Class A partner interest in each of
the KKR Group Partnerships together representétie Group Partnership Unit. Upon completion of thes. Listing and In-Kind
Distribution, we will hold KKR Group Partnership isrepresenting a 30% economic interest in the Ioed Business and our principals \
hold KKR Group Partnership Units representing a #%nomic interest in the Combined Business. KKRugrPartnership Units that are h
by KKR Holdings are exchangeable for our commortsuoin a one-for-one basis, subject to customaryersion rate adjustments for splits,
unit distributions and reclassifications and comupdie with applicable lock-up, vesting and transéstrictions.
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Components of Our Business Owned by the KKR Group &tnerships
Following the completion of the Transactipaexcept for interests described below, the KKBuprPartnerships own:

. all of the controlling and economic interests im fee-generating management companies and captdlets companies, which
allows our unitholders to share ratably in the ngemaent, monitoring, transaction and other feeseshfitom all of our funds,
managed accounts, portfolio companies, capital etatkansactions, specialty finance company, stradtfinance vehicles and
other investment products;

. controlling and economic interests in the geneaatners of our funds and the entities that areledtto receive carry from ol
co-investment vehicles, which allows our unitho&i&r share in our carried interest, as well asrahyrns on investments made
by or on behalf of the general partners of our fuad or after October 1, 2009, the date of the detigm of the Combination
Transaction; and

. all of the controlling and economic interests im ptincipal assets, including the assets formenned by KPE, which allows us
to share ratably in the returns that our princgssets generate.

With respect to our active and future fundd vehicles that provide for carried interest,mend to continue to allocate to our principals,
other professionals and selected other individwhls work in these operations a portion of the earinterest earned in relation to these funds
as part of our carry pool. We expect to allocateraximately 40% of the carry we receive from thiesels and vehicles to our carry pool,
although this percentage may fluctuate over timkcations to the carry pool may not exceed 40%aouit the approval of a majority of the
independent directors of our Managing Partner.

Certain minority investors retain additibimderests in our business and such interests metracquired by the KKR Group Partnership
the Transactions:

. controlling and economic interests in the geneaatrers of the 1996 Fund, which interests werecoatributed to the KKF
Group Partnerships due to the fact that the geparahers are not expected to receive meaningftileckinterest proceeds from
further realizations;

. noncontrolling economic interests that allocata former principal and such person's designeeggregate of 1% of the carri
interest received by general partners of our fuars 1% of our other profits until a future date;

. noncontrolling economic interests that allocateddain of our former principals and their designagortion of the carried
interest received by the general partners of owaf® equity funds that was allocated to them wétdpect to private equity
investments made during such former principals’ipres tenure with our firm;

. noncontrolling economic interests that allocateddain of our current and former principals altloé capital invested by or on
behalf of the general partners of our private gofuihds before the completion of the Transactiom®©atober 1, 2009 and any
returns thereon as well as any realized carriegtést distributions that had actually been recebwgchot distributed by the
general partners prior to the Transactions; and

. a noncontrolling economic interest that allocatea third party an aggregate of 2% of the equitguncapital markets busine:

The interests described in the immedigpegceding bullets (other than interests in the garmartners of the 1996 Fund) are referred to as
the Retained Interests. The Retained Interesteefleeted in our financial statements as noncolirigointerests even though these interests are
not part of the Combined Business. Except for teeaRed Interest in our capital markets busindsse
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interests generally are expected to run-off ovaetithereby increasing the interests of the KKRuprBartnerships in the entities that comprise
our business.

KKR Holdings

Our principals hold interests in our bussmérough KKR Holdings, which owns all of the datgling KKR Group Partnership Units that
are not allocable to KKR Guernsey. These individuateive financial benefits from our businesdsform of distributions and other amou
funded by KKR Holdings and through their direct andirect participation in the value of KKR Grouprhership Units held by KKR
Holdings.

Amounts funded by KKR Holdings include aahcash bonuses that are paid to certain of out sasor employees as well as equity and
equity based grants that were made to our princigadl other employees in connection with the Tretisas. Because these amounts are
funded by KKR Holdings, we do not bear the econoooists associated with them, although we are redud record certain non-cash charges
in our financial statements relating to these items

The interests that these individuals holkKR Holdings are subject to transfer restrictiamsl, except for interests held by our founders
and certain interests that were vested when gratited and/or performance based vesting requiresndifte transfer restriction period lasts for
a minimum of (i) one year with respect to one-ludilthe interests vesting on a vesting date andwid) years with respect to the other one-half
of the interests vesting on such vesting date. &ihployed by our firm, our personnel are alsoextlip minimum retained ownership rules
that require them to continuously hold at least 28%heir cumulatively vested interests.

Interests that time vest will vest in insteents over a 5 year period from the grant datterkests that are subject to performance based
criteria may be subject to additional time basesting requirements that begin when performancerizithave been met. Vesting of certain
transfer restricted interests will be subject t® liolder not being terminated for cause and comglwiith the terms of his or her confidentiality
and restrictive covenant agreement during the teamsstrictions period. See "Certain Related Pargnsactions—Confidentiality and
Restrictive Covenant Agreements.” The transfenasding restrictions applicable to these interesy not be enforceable in all cases and can
be waived, modified or amended by KKR Holdingsrat ime without the consent of KKR.

Equity Incentive Plan

In connection with the U.S. Listing, wednd to adopt our Equity Incentive Plan for our emgpks, directors, officers, consultants and
senior advisors. The plan will contain customanyntefor equity incentive plans for U.S. publichaded asset managers and will allow for the
issuance of various forms of awards, includingrietetd equity awards, unit appreciation rights,i@ps and other equity based awards. The
will be administered by the board of directors of Managing Partner. See "Management—KKR & Co. Euity Incentive Plan."

Exchange Agreement

We are a party to an exchange agreemehtkiiR Holdings pursuant to which KKR Holdings anettain of the transferees of its KKR
Group Partnership Units may, up to four times egdr, exchange KKR Group Partnership Units heltheyn (together with corresponding
special voting units in our partnership) for oungoon units on a one-for-one basis, subject to cuaty conversion rate adjustments for splits,
unit distributions and reclassifications. At theatlon of our partnership and KKR Management Hadiorp., as the general partners of the
KKR Group Partnerships, the KKR Group Partnershipy settle exchanges of KKR Group Partnership Umiils cash in an amount equal to
the fair market value of the common units that wliaatherwise be deliverable in such exchanges. Hlaction is made to settle an exchange of
KKR Group Partnership Units with cash, the
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net assets of the KKR Group Partnerships will deseeand the KKR Group Partnerships will canceKli& Group Partnership Units that are
acquired in the exchange, which will result in aresponding reduction in the number of fully dilditgommon units and special voting units
that we have outstanding following the exchangeaAssult of the cancellation of the KKR Group Rarship Units that are acquired in the
exchange, our percentage ownership of the KKR GRannerships will increase and KKR Holdings' patage ownership will decrease.

Tax Receivable Agreement

The acquisition by our intermediate holdammnpany, KKR Management Holdings Corp., of KKR @vdPartnership Units from KKR
Holdings or transferees pursuant to the exchangeeatent is expected to result in an increase innbermediate holding company's share of
the tax basis of the tangible and intangible assetdKR Management Holdings L.P., primarily attrtbble to a portion of the goodwill inhere
in our business, that would not otherwise have leae@ilable. This increase in tax basis may increlegpeeciation and amortization deductions
for U.S. federal tax purposes and therefore rethie@mount of tax that we would otherwise be reglip pay in the future. This increase in
tax basis may also decrease gain (or increasedodsiture dispositions of certain capital assetthé extent tax basis is allocated to those
capital assets.

We are a party to a tax receivable agreeémigh KKR Holdings requiring our intermediate hoig company to pay to KKR Holdings or
transferees of its KKR Group Partnership Units 8f%he amount of cash savings, if any, in U.S. fafjestate and local income tax that the
intermediate holding company actually realizes essalt of this increase in tax basis as well & &5 the amount of any such savings the
intermediate holding company actually realizes essalt of increases in tax basis that arise ddettwe payments under the agreement. A
termination of the agreement or a change of cortald give rise to similar payments based on tasngs that we would be deemed to realize
in connection with such events. Although we areavetire of any issue that would cause the IRS tbertge a tax basis increase, neither KKR
Holdings nor its transferees will reimburse usday payments previously made under the tax reckvadgreement if such tax basis increas
the benefits of such increases, were successfadlifenged by the IRS. See "Certain RelationshippsRelated Party Transactions—Tax
Receivable Agreement." In the event that otherusfaurrent or future subsidiaries become taxableoagorations and acquire KKR Group
Partnership Units in the future, or if we becomeatde as a corporation for U.S. federal incomeptiapposes, each will become subject to a tax
receivable agreement with substantially similamtgr

74




Table of Contents

UNAUDITED PRO FORMA FINANCIAL INFORMATION

The following unaudited pro forma statensesitoperations for the year ended December 319 26d for the three months ended
March 31, 2010 give effect to the Transactions @erthin other arrangements entered into in conmeetith the Transactions as if the
Transactions and such arrangements had been cedhpleiof January 1, 2009. Because the Transaetiwheelated arrangements were
completed on October 1, 2009, their impact is fuliffected in our statement of financial conditemof March 31, 2010. Accordingly, we have
not included a pro forma statement of financialditban.

The unaudited pro forma statement of ojpamatis based on the historical consolidated amdbdoed financial statements included
elsewhere in this prospectus. The pro forma adjeistenare described in the accompanying notes @&ndaaed on available information and
assumptions that management believes are reasdnablder to reflect, on a pro forma basis, theastpf the Transactions and related
arrangements described above on our historicahdim&information.

You should read this information in conjtion with "Organizational Structure," "Managememiscussion and Analysis of Financial
Condition and Results of Operations" and the fif@rstatements and related notes included elsewhehés prospectus.

Consolidation

Our consolidated and combined financiakesteents include the accounts of our managementapithl markets companies, the general
partners of our investment funds and carry-yieldingnvestment vehicles and a number of investmentduhdt we are required to consolid
in our financial statements in accordance with GAXR refer to these consolidated funds as "the KIRds." Prior to the Transactions, the
KKR Funds include the 1996 Fund, the European FimedMillennium Fund, the European Fund II, the 2B@ind, the Asian Fund, the
European Fund lllI, E2 Investors and the KPE InvesitinfPartnership. Following the completion of tharigactions, we continue to consolidate
most of the KKR Funds and reflect interests in ¢hestities that are held by third party invest@sancontrolling interests in consolidated
entities. Interests in the KPE Investment Partripratat were previously owned by KKR Guernsey agftected as noncontrolling interests in
consolidated entities are now included in partreapital as a result of our acquisition of thossets

Reorganization Transactions

On October 1, 2009, we completed the Raorgtion Transactions pursuant to which we reogthour asset management business into
a holding company structure as part of our acqaisivf all of the assets and liabilities of KKR Guogey. The reorganization of our asset
management business into a holding company stesgtuolved a contribution to the KKR Group Partingps of equity interests in our
business that were held by our principals in exgkdor newly issued KKR Group Partnership Unitg tir@ held by KKR Holdings. The KKR
Group Partnership Units received by KKR Holdinggresent a 70% interest in our Combined Businessp@cipals did not receive any cash
in connection with their contribution of equity éméests to the KKR Group Partnerships.

Other Adjustments
In connection with the Reorganization Temt®ns, we also recorded certain other adjustnrefdsing to:

. the compensation and equity ownership of our ppalsi, and certain operating consultants and othesopnel, who hold
interests in KKR Holdings that are subject to wggtind may receive distributions or payments trebarne by KKR Holdings;
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. the allocation of carried interest to our princgaither professionals and selected other indivgdas part of our carry pool; and

. the retention by our principals of responsibility tlawback obligations relating to carry distrilowis received prior to th
Transactions up to a maximum of $223.6 million.

We have made adjustments relating to thessmgements in the following unaudited pro forinaricial information to the extent that
information relating to such matters is currenthpitable and objectively determinable as if sudlaagements had been completed as of
January 1, 20009.

Combination Transaction

Concurrently with the Reorganization Trasms, we completed our acquisition of the asantsliabilities of KKR Guernsey in the
Combination Transaction. Pursuant to the Combinafi@nsaction, KKR Guernsey contributed all ofassets and liabilities to the KKR Grc
Partnerships in exchange for newly issued KKR Gagnership Units that are held by KKR Guernsegugh KKR Group Holdings. These
KKR Group Partnership Units represent a 30% intéresur Combined Business.

In-Kind Distribution

Upon listing our units on the New York Stdéxchange and pursuant to the In-Kind Distributieach KKR Guernsey unitholder will
receive one of our common units for each KKR Gueynmit when the U.S. Listing becomes effectivec@iese the assets of KKR Guernsey
consist solely of its interests in our business,IthKind Distribution will result in the dissolaih of KKR Guernsey and a delisting of its units
from Euronext Amsterdam. There will be no accountionsequences for this In-Kind Distribution andréfore no pro forma adjustment has
been made.

Public Company Expenses

Following the U.S. Listing, we will incuosts associated with being a U.S. publicly tradedgany. Such costs will include new or
increased expenses for such items as insuraneetalis' fees, accounting work, legal advice andptiamce with applicable U.S. regulatory
and stock exchange requirements, including costscéated with compliance with the Sarbanes-Oxleyake periodic or current reporting
obligations under the Exchange Act. No pro formastdhents have been made to reflect such costsodhe fact that they currently are not
objectively determinable.
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KKR Group Holdings L.P.

Unaudited Pro Forma Consolidated and Combined Stateent of Operations

Revenues
Fees

Expenses

Employee Compensatior
and Benefits

Occupancy and Related
Charges

General, Administrative
and Othel
Fund Expense

Total Expenses
Investment Income (Loss
Net Gains (Losses) froi
Investment Activities

Dividend Income

Interest Incomi
Interest Expens

Total Investment
Income (Loss)
Income (Loss) Before

Taxes

Income Taxe:

Net Income (Loss)

Less: Net Income (Loss)
Attributable to
Noncontrolling Interests
in Consolidated Entitie

Less: Net Income (Loss)
Attributable to
Noncontrolling Interests
held by KKR
Holdings L.P.

Net Income (Loss)
Attributable to KKR
Group Holdings L.P .

Net Income Per Commc
Unit
Basic
Diluted
Weighted Average
Common Units
Basic
Diluted

For the Year Ended December 31, 2009

(Amounts in thousands, except per unit data)

Adjustments
Reorganization for Allocation
Other Combination to KKR
Historical Adjustments Adjustments Transaction Holdings Pro Forma
$ 331,27 % 3,10¢(b) $ — % — 3 — % 334,37
(c)
(e)
®
(9)
838,07: — 276,36:(h) — — 1,114,43!
38,01: — — — — 38,01:
(d)
) (e)
264,39t (222(b) (33,344(j) — — 230,83(
55,22¢ — 1,154e) — — 56,38:
1,195,711 (222) 244,17 — — 1,439,66.
) .

7,505,00! (251,70(b) (100,260(j) — — 7,153,04.
186,32« (17,851(b) — — — 168,47:
142,11 (3,04%(b) — — — 139,07
(79,63¢) — — — — (79,63%)

7,753,80: (272,599 (100,26¢) — — 7,380,95:

6,889,36! (269,26°) (344,43) — — 6,275,66!
36,99¢ — 46,46¢(k) 83,46«

6,852,37 (269,26°) (390,899 — 6,192,20!

()

6,119,38: (42,154b) (882,134)(l) — 5,195,081

(116,69¢) — — — 868,90((m) 752,20:

$ 849,68! $ (227,109 $ (390,899 $ 882,13t $ (868,90) $ 244,91!
$ 1.20(n)
$ 1.2((n)
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KKR Group Holdings L.P.
Unaudited Pro Forma Consolidated and Combined Stateent of Operations
For the Three Months Ended March 31, 2010

(Amounts in thousands, except per unit data)

Other
Adjustment
and Allocation
to
Historical KKR Holdings Pro Forma
Revenues
Fees $ 106,03: — 3 106,03:
Expenses
Employee Compensation and Bene 365,53: 4,184(h) 369,71!
Occupancy and Related Chart 9,68¢ — 9,68¢
General, Administrative and Oth 77,72¢ — 77,72¢
Fund Expense 10,36¢ — 10,36¢
Total Expenses 463,30¢ 4,18¢ 467,49.
Investment Income (LosS;
Net Gains (Losses) from Investment Activit 2,286,55. — 2,286,55.
Dividend Income 442.90° — 442,90
Interest Incom 48,30: — 48,30
Interest Expens (13,82) — (13,82)
Total Investment Income (Loss) 2,763,931 — 2,763,93!
Income (Loss) Before Taxes 2,406,65! (4,189 2,402,47!
Income Taxe! 13,45: 13,45
Net Income (Loss) 2,393,20° (4,184 2,389,02:
Less: Net Income (Loss) Attributable to Noncontngllinterests in
Consolidated Entitie 1,987,13I — 1,987,131
Less: Net Income (Loss) Attributable to nonconingjlinterests held by
KKR Holdings L.P. 292,24: (2,92¢)(m) 289,31:
Net Income (Loss) Attributable to KKR Group Holdings L.P. 113,83t (1,255) 112,58:
Net Loss Per Common Ur
Basic $ 0.55(n)
Diluted $ 0.55(n)
Weighted Average Common Un
Basic 204,902,22
Diluted 204,902,22

78




Table of Contents

NOTES TO UNAUDITED PRO FORMA FINANCIAL INFORMATION

(All Dollars in Thousands)

Reorganization Adjustments

The Reorganization Adjustments give effedhe elimination of the controlling and econoriniterests in the general partners of the 1996

Fund and the elimination of the financial resultshe following "Retained Interests:"

@

(b)

M economic interests that allocate to a former ppalcand such person's designees an aggregate of tt# carried intere:
received by the general partners of our privatétedunds and 1% of our other profits (losses);

(ii) economic interests that allocate to certain offotmer principals and their designees a portiothefcarried interest received by
the general partners of our private equity fundd tias allocated to them with respect to privatgdtgdnvestments made during
such former principals' previous tenure with usj an

(i)  economic interests that allocate to certain ofaurent and former principals all of the capitalésted by or on behalf of the
general partners of our private equity funds betbeecompletion of the Transactions and any rettireseon.

The elimination of the financial results of theset&ned Interests increased net income (losspatéble to noncontrolling interests in
consolidated entities by $8,012, $65,484, and $B86,/espectively. Because capital investments rbside on behalf of the general
partners of our private equity funds following #@mpletion of the Reorganization Transactions atd hy the KKR Group
Partnerships, no pro forma adjustments have beele toethe pro forma statement of operations touglecthe financial results of any
capital investments made on or after January 19200

Reflects the elimination of the financial resulfgtee general partners of the 1996 Fund, becawsKKR Group Partnerships did r
acquire an interest in those general partnersnimection with the Reorganization Transactions. €general partners are entitled to
carried interests that allocate to them a percentéghe net profits generated on the fund's imaests, subject to certain requirements.
The funds also pay management fees to us in exefangnanagement and other services.

The elimination of the financial results of the gead partners of the 1996 Fund resulted in (i)rdwgnition of $3,106 of fees from
management fees paid by the 1996 Fund that hadddi@einated in consolidation as an inter-compaaysaction, (ii) elimination of
$222 of expenses, (iii) elimination of $251,701net gains (losses) from investment activities élnination of $17,851 of dividend
income, (v) elimination of $3,043 of interest ino@iand (vi) elimination of $202,105 of net incomgiltitable to noncontrolling
interests in consolidated entities, because thesgsiare no longer reflected in our consolidatedrfcial statements.
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NOTES TO UNAUDITED PRO FORMA FINANCIAL INFORMATION  (Continued)
(All Dollars in Thousands)
Reorganization Adjustments (Continued)

The following table illustrates the linernts in the statement of operations affected bexeision of the 1996 Fund:

For the Year

ended
December 31, 2009

Fees $ 3,10¢
General, Administrative and Oth (222)
Net Gains (Losses) from Investment Activit (251,70)
Dividend Income (17,85)
Interest Incom (3,049
Net Income (Loss) Attributable

noncontrolling interests in consolidated

entities (202,109
Net Income (Loss) Attributable to Grol

Holdings $ (67,167)

Other Adjustments
Equity-based Payments

In connection with the Transactions, oungipals and certain operating consultants receintatests in KKR Holdings, which owns KK
Group Partnership Units representing a 70% inténestir Combined Business. These interests aresutyg minimum retained ownership
requirements and transfer restrictions, and allemtte ability to exchange into units of KKR & AaP. on a one-for-one basis.

Except for any interests in KKR Holdingstlvested on the date of grant, units are subjesgtvice based vesting over a five year period.
Compensation expense on these units is recordediveequisite service period.

The transfer restriction period will last fa minimum of (i) one year with respect to oné-bthe interests vesting on any vesting date
and (i) two years with respect to the other onl-tiathe interests vesting on such vesting date.

The fair value of KKR Holdings units gradtis based on the closing price of KKR Guernsegtaron units on the date of grant for
principal awards and on the reporting date for afieg consultant awards. This was determined tthédest evidence of fair value as a KKR
Guernsey unit is traded on an active market anc&hasbservable market price. Additionally, a KKRI¢Hngs unit is an instrument with terms
and conditions similar to those of a KKR Guernseit..Bpecifically, units in both KKR Holdings and<iR Guernsey represent ownership
interests in KKR Group Partnership Units and, scibje the vesting and transfer restrictions refeeghnabove, each KKR Holdings unit is
exchangeable into a KKR Group Partnership Unit onefor-one basis.

All of the 478,105,194 KKR Holdings unitave been legally allocated, but the allocation®B26,629 of these units has not been
communicated to each respective principal as oth&d, 2010. The units whose allocation has noh lseenmunicated are subject to
performance based vesting conditions, which incluaditability and other similar criteria. Theseteria are not sufficiently specific to
constitute performance conditions for accountingppees, and the achievement, or lack thereof beiletermined based upon the exercise of
judgment by the managing members. E
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principal will ultimately receive between zero ata% of the units initially allocated. The allocatiof these units has not yet been
communicated to the award recipients as this wasagement's decision on how to best incentivizeritployees. It is anticipated that
additional service based vesting conditions wililnposed at the time the allocation is initiallyremunicated to the respective employees. The
Company applied the guidance of ASC 718 and coedubat these KKR Holdings units do not yet meetdtiteria for recognition of
compensation cost because neither the grant datbegervice inception date have occurred. Intiegca conclusion that the service incep
date has not occurred, the Company consideretié¢gatt that the vesting conditions are not sudfidly specific to constitute performance
conditions for accounting purposes, (b) the sigaifit judgment that can be exercised by the managéergbers in determining whether the
vesting conditions are ultimately achieved, andlfe)absence of communication to the principalsnyfinformation related to the number of
units they were initially allocated. As a resulb, adjustment has been made to the pro forma finhimformation related to these units. The
allocation of these units will be communicatedhe award recipients when the performance basethgesinditions have been met, and
currently there is no plan as to when the commuioicavill occur. The determination as to whether #ward recipients have satisfied the
performance based vesting conditions is made byndmreaging members, and is based on multiple faprimsarily related to the award
recipients' individual performance.

(c) KKR Holdings Principal Units —406,489,829 units were granted to KKR Holdingsigipals. Of these, 256,915,430 units vested
immediately upon grant. All of the units grantedHenry Kravis and George Roberts were vested imatelgi upon grant and are
included in this vested number. The remaining utacesnits cliff vest beginning in 2010 in installme over five years from the grant
date as follows:

Vesting Date Units

April 1, 2010 6,436,12!
October 1, 201! 32,896,76
April 1, 2011 3,387,92
October 1, 201. 27,155,83
April 1, 2012 179,12:
October 1, 201: 26,597,33
October 1, 201: 26,460,64
October 1, 201: 26,460,64
Total 149,574,39

Interests in KKR Holdings received by principalsgiise to periodic employee compensation chamgyesii statement of operations
based on the grawtate fair value of $9.35 per unit. For interestd trested on the grant date, compensation expsmeeagnized on tf
date of grant based on the fair value of a uniteakeined using the closing price of KKR Guernseitg)ron the grant date multiplied by
the number of vested interests.

Compensation expense recognized on unvested itgéndSKR Holdings is calculated based on the Yailue of a unit (determined
using the latest available closing price of KKR @isey units) at the time of grant, which is gerlgridde closing price of the unit on the
previous day, discounted for the lack of partidiparights in the expected distributions on unvesteerests,
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(d)

which ranges from 1% to 32%, multiplied by the nembf unvested interests on the grant date. Thghted average grant date fair
value of unvested units on date of grant was $A8ditionally, the calculation of compensation empe on unvested interests assumes
a forfeiture rate of up to 3% annually based upqreeted turnover by employee class.

In conjunction with the Transactions, certain pifia¢s received vested units in excess of the falwe of their contributed ownership
interests in our historical business. To the extleatfair value of vested units received in thenBextions exceeded the fair value of ¢
principals' contributed interests, a non-recurgnant date compensation charge was recorded ihistarical statements of operations.

In our historical financial statements, employempensation and benefits expense related to thagestunits issued to KKR
Holdings principals totaled $451,740. Of this amp$274,795 of compensation expense related t®d25630 units that vested
immediately upon grant. In addition, $176,945 ahpensation expense was recorded in the fourth guaatated to the vesting of units
on a graded basis over the requisite service pefiod first tranche of units subject to a servioedition for which expense has been
recognized will cliff vest during 2010 and thereforo additional units were considered vested &eckmber 31, 2009.

Total pro forma employee compensation and benefipense for units issued to KKR Holdings principaés calculated based on the
number of units that would have vested on a grddeis during the year ended December 31, 2009,dirg) non-recurring grant date
compensation charges. Total pro forma employee eosgtion and benefits expense recorded in theopnaef statement of operations
was $642,151 and on a pro forma basis, 39,332,888 would have cliff vested during the year en®etember 31, 2009.

The net pro forma adjustment to employee compesrsatid benefits relating to KKR Holdings principalits was $190,411, compris
of the inclusion of $465,206 of service period irggstharges and the exclusion of $274,795 of namréeng grant date vesting charges.

KKR Holdings Operating Consultant Units —27,234,069 units were granted to KKR Holdings agiag consultants. Of these,
8,935,867 vested immediately upon grant. The reimgianits cliff vest beginning in 2010 in installmte over five years from the grant
date as follows:

Vesting Date Units

April 1, 2010 1,006,101
October 1, 201! 4,054,72!
April 1, 2011 903,85t
October 1, 201. 3,160,58!
April 1, 2012 13,54¢
October 1, 201: 3,062,16.
October 1, 201: 3,048,61.
October 1, 201: 3,048,61.
Total 18,298,20

Interests in KKR Holdings granted to operating edtasts give rise to periodic general, administt&ind other charges in our
statement of operations. For interests that vestetthe
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(e)

grant date, expense is recognized on the dateaat §ased on the fair value of a unit (determirgidgithe closing price of KKR
Guernsey units) on the grant date multiplied byrthmber of vested interests.

General, administrative and other expense recodrinaunvested units is calculated based on thev&hire of an interest in KKR
Holdings (determined using the latest availablsiclg price of KKR Guernsey's units, which is gefigrthe closing price of the unit on
the previous day) on each reporting date and sulesely adjusted for the actual fair value of theaedvat each vesting date.
Accordingly, the measured value of these interegitsiot be finalized until each vesting date. Atinally, the calculation of the
compensation expense assumes a forfeiture rate tof 8% annually based upon expected turnoverdssabf operating consultant.

In conjunction with the Transactions, certain ofiagaconsultants received vested units in excesBeofair value of their contributed
ownership interests in our historical businessthieextent the fair value of vested units receivetthe Transactions exceeded the fair
value of such consultants contributed interestgrarecurring grant date vesting charge was recoirdeur historical statements of
operations.

In our historical financial statements, generamaddstrative and other expense related to the ngsif units issued to KKR Holdings
operating consultants totaled $80,975. Of this amdBb9,471 related to 8,935,867 units that vestedediately upon grant. In additic
$21,504 of general administrative and other wasrded in the fourth quarter ended December 31, 28i@%ed to the vesting of units
on a graded basis over the requisite service pefiod first tranche of units subject to a serviordition for which expense has been
recognized will cliff vest during 2010 and thereforo additional units were considered vested &eckmber 31, 2009.

Total pro forma general, administrative and othgremse for units issued to KKR Holdings operatingsultants was calculated based
on the number of units that would have vested graded basis during the year ended December 39, 286luding non-recurring
grant date charges. Total pro forma general, adtnative and other expense for units issued to KKiRIings operating consultants
recorded in the pro forma statement of operatioas $77,981 based on a unit price of $8.50. On &gpnoa basis, 5,060,826 units
would have cliff vested during the year ended Ddoen31, 2009. On a pro forma basis, had the uidée @t the reporting date been
higher or lower by 10%, the total expense for tharywould have been $85,779 or $70,182, respegtivel

The net pro forma adjustment to general, admirtisgand other expense relating to KKR Holdings @firg Consultant Units was
$(2,994) comprised of the inclusion of $56,477af/&ce period vesting charges and the exclusidb8{471 of nomecurring grant da
vesting charges.

Profit Sharing Charges—We have implemented profit sharing arrangementsdio principals and certain operating consultants
working in our businesses and across our diffeppetations that are designed to appropriately g&nmformance and compensation.
Subsequent to the Transactions, with respect tactire and future funds and vehicles that profidesarried interest, we will allocate
to our principals, and certain operating consuttanportion of the carried interest earned in iatetio these funds as part of our carry
pool. As it relates to the profit sharing arrangameith our employees, these amounts are accodiotexs compensatory in conjunction
with the related carried interest income and reedras compensation expense. As it relates to tfi pr
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()

sharing arrangement with certain operating constdfdhese amounts are accounted for in the samaenébut classified as general
administrative and other expense.

Allocations to our carry pool represent 40% of igghinterest earned in funds eligible to receiveycdistributions. No accrued
liabilities for carry pool allocations are madefumds that are in either a clawback position oetloss sharing position. As our funds
become eligible to receive carry distributions, ams allocable to our carry pool are recorded instatement of operations as
employee compensation and benefits expense for mismatliocable to our principals and as general,iaidtmative and other expense
amounts allocable to our operating consultantsaAlbunts allocable to our carry pool are recordedcarued liabilities on our
statement of financial condition. As allocationster carry pool are distributed, accrued liabititere reduced for the amount
distributed. If this profit sharing arrangement ten implemented on January 1, 2009, total ama@lleisable to our carry pool would
have been $25,715 on January 1, 2009. In additdel, amounts allocable to our carry pool were $280 and $166,370 as of
September 30, 2009 and December 31, 2009, reselyctMlocations to our carry pool totaling $777 neelistributed during the year
ended December 31, 2009 and are included in taédrpense associated with this arrangement.

In our historical financial statements, we recordldrges associated with allocations to our camgl otaling $163,097 and $4,050 for
our principals and operating consultants, respelgtiwhich consists of the following; (i) chargesaling $127,071 and $3,176 to
establish the opening liability associated withithplementation of this profit sharing arrangemfentour principals and operating
consultants, respectively; and (ii) periodic charfge the period from October 1, 2009 to Decemtegr2®09 totaling $36,026 and $874
for our principals and operating consultants, regpely.

On a pro forma basis, the total expense assoaithdhis profit sharing arrangement totaled $163,and $4,050 and were recorded to
employee compensation and benefits and generahétrative and other, respectively. The pro-formpense was equal to the
historical expense as there were no distributidreaoy pool allocations prior to October 1, 208@cordingly, no proforma adjustmer
was necessary for this profit sharing arrangement.

In addition, we have historically allocated a petege of carry to a profit sharing plan for ourestemployees and advisors. These
charges have historically been borne by us and hage recorded in employee compensation and bef@fiamounts due to employt
and general administrative and other expense ar éxpenses for amounts due to advisors. Subsetjutrg Transactions, the costs
associated with this plan will be borne pro-ratahmy respective parties receiving the carried @sterAs such, a non-recurring benefit
related to the pro rata share of the liability botne by us was recorded in the correspondingitigmes in the statement of financial
condition and statement of operations.

The net pro forma adjustment related to this psifaring plan was (i) a charge of $4,269 to emma@npensation and benefits
expense; (ii) a charge of $608 to general, admmatise and other expense; and (iii) a charge oi®4 o fund expense.

Discretionary compensation and discretionary alloctions —Prior to the Transactions, payments made to ouoserincipals
included distributions which were accounted focagital distributions. In addition, certain otheingipals received bonuses which w
paid by us and
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(9)

accounted for as employee compensation and beegpense totaling $20,016 in our historical finahstatements.

Subsequent to the completion of the Transactiamssenior principals and certain other principal®ovhold interests in KKR Holdings
are expected to be allocated, on a discretionasig pdistributions received on unvested KKR Holdinmits. These discretionary
amounts are expected to be made annually and ieguincipals receiving amounts in excess of thested equity interests.

Even though these amounts are borne only by KKRIidgk, any amounts in excess of a principal's destgiity interests are reflected
as employee compensation and benefits expens@dhe tact that unvested interests do not carryibligion participation rights.

Total pro forma employee compensation and benefipense related to the discretionary allocatiokK® Holdings principals
recorded in the pro forma statement of operatioas $85,010. This pro forma distribution amount dekermined utilizing a
distribution calculation for the year ended Decengife 2009, consistent with the distribution caddign for the three months ended
December 31, 2009; however, the calculation usegrimforma purposes may not be indicative of hastridhutions will actually be
calculated in the future. See "Distribution Polficjhe amounts recognized in expense for the discraty allocation are equal to the
amount of the distribution that would have beenadble to KKR Holdings, less any distributions tvatld have been paid on vested
KKR Holdings units as of the date of the distributi See "Distribution Policy."

The following table illustrates our distributionlcalation for the year ended December 31, 2009 prodorma basis:

Pro Forma Fee Related Earning $ 247,41
Less: Pro Forma Noncontrolling Intere (2,697
Pro Forma Realized Cash Ca 1,16¢
Less: Pro Forma local and Foreign Ta (6,006

Pro Forma Gross Distributable Earnir 239,88t
KKR Holdings Allocation (70% 70%
Pro Forma Net Cash Available for Distributions to

KKR Holdings 167,92(
Less: Pro Forma Vested Distributic 82,91(
Pro Forma Discretionary Allocatiol $ 85,01

Amounts for the three months ended December 319 28®included in the historical financial statetseor the year ended
December 31, 2009 and totaled $28,530.

A net pro forma adjustment of $36,464 was madeflect charges associated with discretionary corsgigon and allocations which
would previously have been accounted for as cagisaibutions for the year ended December 31, 2009

Other compensation adjustment—Historically, our employee compensation and bese&fitpense consisted of base salaries
bonuses paid to employees who were not our seniwipals. Following the completion of the Transaws, all of our senior principals
and other employees
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receive a base salary that is paid by us and atetdior as employee compensation and benefits egpém adjustment to include base
salaries that would have been paid by us to oupsenincipals in the amount of $7,266 was recoritetthe pro forma financial
information for the year ended December 31, 20Q8.&nployees are also eligible to receive discnetip cash bonuses based on
performance criteria, our overall profitability anther matters.

(h) KKR Holdings Restricted Equity Units —In connection with the Transactions, 8,559,67%ietst equity units were granted by Kk
Holdings to our employees and advisors. Subsedaéghe transaction 80,000 additional units werengrd through March 31, 2010.
The vesting of these equity units occurs in instalits over three to five years from the date ofigaad is contingent on our common
units becoming listed and traded on the New YodcsExchange or another U.S. exchange. As of Deeefih 2009, this contingen
had not occurred and accordingly, no compensatiperese was recorded in our historical financiaiesteents.

Had the contingency been satisfied as of Janua29Q9, the vesting of restricted equity units waddve given rise to periodic
employee compensation charges in the statememqeséiions. The pro forma adjustment related toséigting of restricted equity units
allocated to employees was accounted for as atyemuird, assumes a year of vesting on a grades &rag assumes a 3% annual
forfeiture rate. Further, the fair value of a rieséd equity unit was determined to be $9.35, basethe value of a KKR Guernsey
common unit on the grant date. No other discouat®tbeen utilized in determining the fair valueastricted unit as all vested and
unvested units are distribution participating. Tdgustment amounted to $37,953 and $4,184 foy¢he ended December 31, 2009
the three months ended March 31, 2010, respectively

0] During the year ended December 31, 2009 we inci8d¢d346 in expenses in connection with the Tratiwas; which are included i
our historical financial statements. We have exetuthis charge from our pro forma financial statete@s it is not recurring in nature.
In addition, we included general, administrativel ather expenses incurred by KKR Guernsey in theusrinof $3,888.

The following table summarizes the effects of ttieeo pro forma adjustments described in notes (9)abpve on employee
compensation and benefits expense, general, adraihis and other expense, and fund expense istétement of operations for the
year ended December 31, 2009:

Employee Compensation and Benefit

Adjustments
(c) Net impact of vesting of employee units in KKF

Holdings $ 190,41:
(e) Net impact of profit sharing adjustme 4,26¢
(f) Discretionary compensation and discretionary

allocation of distributions on Group Partnership

Units received by KKR Holding 36,46¢
(9) Inclusion of senior principals' salari 7,26¢
(h) Nor-cash charges related to vesting of restri

equity units 37,95

Total pro forma adjustment to employee
compensation and benefits expe $ 276,36:
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General Administrative and Other Adjustments
(d) Net impact of vesting of operating consultanits

in KKR Holdings $ (2,999
(e) Net impact of profit sharing adjustme 60¢
(i) Addition of KKR Guernsey expens 3,88¢
(i) Exclusion of non-recurring costs relating te th

Transaction: (34,84¢)

Total pro forma adjustment to gene

administrative and other exper $ (33,349
Fund Expenses Adjustment:
(e) Net impact of profit sharing adjustme $ 1,15¢

Contingent Repayment Guarantee—The instruments governing our private equity fugdserally include a "clawback" provisis
that, if triggered, may give rise to a contingebligation of the general partners to return or dbaote amounts to the fund for
distribution to the limited partners at the endha life of the fund. Under a "clawback" provisiamon the liquidation of a fund, the
general partner is required to return, on an affebasis, previously distributed carry to the aktaat, due to the diminished
performance of later investments, the aggregateuataf carry distributions received by the gengwaitner during the term of the fund
exceeds the amount to which the general partneultiazately entitled. Changes in the underlyingueabf the KKR Funds impact the
clawback amounts due.

Prior to the Transactions, certain of our princspaho received carried interest distributions wébpect to our private equity funds had
personally guaranteed, on a several basis andcubja cap, the contingent obligations of the galngartners 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 pemsible for any clawback obligations relating &org distributions received by them
prior to the Transactions up to a maximum for atifs principals of $223.6 million in the aggregdthis obligation of our principals is
independent of any interest in KKR Holdings anthiependent of any carry pool allocations to whach principals may be entitled.

Further, this arrangement ensures that equity mlofethe KKR Group Partnerships will not be resgible for carried interest paid out
to the general partners of certain private equityds prior to the Transactions up to the maximur®223.6 million. Any amounts abo
the maximum would be the responsibility of the égiblders of the KKR Group Partnerships on a ptta basis.

To the extent a fund is in a clawback position,KikR Group Partnerships will record a benefit téieet the amounts due from our
principals related to the clawback up to the maxmBy recording this benefit, the clawback obligathas been reduced to an amount
that represents the obligation of the KKR Grouptiaships.

Generally, amounts owed under this arrangementiwdtuate with changes in the underlying valu®of funds and accordingly,
fluctuations to amounts owed under this arrangeraentecorded through net gains (losses) from invest activities as an offset to
movements in the underlying value of our fundsaAssult of this arrangement, we have recordedipsnent of $(100,260) to recc
these fluctuations in the amounts owed by our jpals to the KKR Group Partnerships. This amouptesents the change in the
contingent repayment guarantee from what
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(k)

would have been recorded on January 1, 2009 oo-fopna basis compared to what was recorded oreS8dgar 30, 2009 on a
historical basis.

The following table presents the calculation of pne forma adjustment for the contingent repayngerirantee:

Contingent Repayment Guarar—January 1, 200 $ (195,54()
Contingent Repayment Guarar—September 3(

2009 (95,28()
Prc-Forma adjustment to net gains (losses) f
investment activitie: $ (100,26()

Amounts for the three months ended December 319 28®included in the historical financial statetseor the year ended
December 31, 2009 and therefore no adjustment e@sssary for this period.

The following table presents a rollforward of trentingent repayment guarantee included in our higgbfinancial statements:

Contingent Repayment Guarar—September 3(

2009 $ (95,280
Adjustment recorded to net gains (losses) from

investment activities in our historical financial

statement 18,15¢
Contingent Repayment Guarantee—December 3:
2009 $ (77,12)

We have historically operated as a group of pastiips for U.S. federal income tax purposes anthércase of certain entities located
outside the United States, corporate entitiesdogifin income tax purposes. Because most of thigesrih our consolidated group are
taxed as partnerships, our income is generallgaféd to, and the resulting tax liability is gerigraorne by, our partners and we
generally are not taxed at the entity level.

Following the Transactions, the KKR Group Partngrskand their subsidiaries continue to operateaamerships for U.S. federal
income tax purposes and, in the case of certaitiesnfocated outside the United States, corpogatiies for foreign income tax
purposes. Accordingly, those entities will contirtaée subject to New York City unincorporated bess taxes ("UBT") or foreign
income taxes. Certain of the KKR Group Partnerghifis owned by us, however, are held through agrinédiate holding company
that is taxable as a corporation for U.S. fedarebine tax purposes and subject to additional eletityl taxes. As a result of this hold|
structure, we will record an additional provisiam Eorporate income taxes that will reflect ourrent and deferred tax liability relating
to the taxable earnings allocated to such entity.
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The table below reflects our calculation of the fmona income tax provision for the periods presdrgnd the corresponding
assumptions:

Income (Loss) before Tax—Group Holding—

Pro Forme $ 6,275,66!
Less: Income (Loss) before Taxesttributable tc
KKR Fund Holdings L.P. 6,593,14
Income (Loss) before Tax—Attributable to KKR
Management Holdings L.F (317,47Y
Permanent Items Excluded from Taxable Incc 1,021,222
Income (Loss) Before Taxes after Permanent It 703,75:
Adjusted Percentage Allocable to KKR
Management Holdings Cor 30%

Income (Loss) Before Taxes after Permanent
Iltems—Allocated to Management Holdings

Corp. 211,12¢
Federal Tax Expense at Statutory Rate (3 73,89
State and Local Expense! 9,57(
Income Tax Expens $ 83,46«

(@) State and Local Tax Expense was calculated atraléterate of 4.53¢

The amount of the adjustment reflects the diffeednetween the actual tax provision for the histdrarganizational structure and the
estimated tax provision that would have resulteditha Transactions been effected on January 1,. 2008 amounted to $(2,783) of
foreign and unincorporated business taxes and $@%Pstate and federal taxes.

For a discussion of pending legislation that magcfude us from qualifying for treatment as a paghip for U.S. federal income tax
purposes, see "Risk Factors—Risks Related to OsmBas—The U.S. House of Representatives has pleggsiation that, if enacted,
(i) would, for taxable years beginning ten yeaterathe date of enactment, preclude us from qualifas a partnership or require us to
hold carried interest through taxable subsidiamporations and (ii) would tax certain income andhgaat increased rates for taxable
years ending after December 31, 2010. If this grsamilar legislation were to be enacted and applys, the after tax income and gain
related to our business, as well as the marke¢ pfiour units, could be reduced."

The acquisition by our intermediate holding compah@roup Partnership units from KKR Holdings artsferees of its Group
Partnership units is expected to result in an emedn our intermediate holding company's shathefax basis of the tangible and
intangible assets of KKR Management Holdings LpFimarily attributable to a portion of the goodwitherent in our business, that
would not otherwise have been available. This iaseen tax basis may increase depreciation andteation for U.S. federal income
tax purposes and therefore reduce the amount ofriedax that our intermediate holding company waudlegrwise be required to pay
the future.

In connection with the Transactions, we have edter® a tax receivable agreement with KKR Holdipgssuant to which our
intermediate holding company will be required ty pa KKR
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Holdings or transferees of its Group Partnershipsu85% of the amount of cash savings, if any, iB.Uederal, 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 Hdgtrealizes as a result of increases in tax bsisarise due to payments under the
tax receivable agreement. Although we are not awhamy issue that would cause the IRS to challentge basis increase, neither
KKR Holdings nor its transferees will reimbursefasany payments previously made under the taxivabée agreement if such tax
basis increase, or the benefits of such increags® successfully challenged.

Interests in KKR Holdings are subject to vesting &ansfer restrictions and, therefore, exchangesdr common units generally
cannot be effected for a stated period of timetifeumore, certain information necessary to caleulla¢ financial statement impact of
the tax receivable agreement once these restrickiame expired is currently not determinable.

Adjustments for the Combination Transaction

0] Reflects the exclusion of noncontrolling interaatsonsolidated entities representing interestaénKPE Investment Partnership, wh
became wholly owned by the KKR Group Partnershgggiiming on October 1, 2009. For the year endectidéer 31, 2009, on a pro
forma basis, the exclusion of these non-controliitigrests resulted in net benefits accounted$arancontrolling interests in income
(loss) of consolidated entities of $882,138.

Allocation to KKR Holdings

(m) In order to reflect the Transactions as if theywoed on January 1, 2009, an adjustment has beda toaeflect the inclusion «
noncontrolling interests in consolidated entitiegresenting KKR Group Partnership Units that atd bg KKR Holdings. The
following table reflects the calculation of Net ome (Loss) Attributable to Noncontrolling Interebd by KKR Holdings L.P. on a
pro forma basis for the year ended December 319 260 the three months ended March 31, 2010, régplgc

Three Months

Year Ended Ended
December 31, 2009 March 31, 2010

Income before Taxe $ 6,275,66! $ 2,402,47
Less: Net Incom:

Attributable to

Noncontrolling Interests il

Consolidated Entitie 5,195,08! 1,987,13I
Less: Local and Foreign

Taxes 6,00¢ 2,042
Net Income Attributable t

KKR Group Partnershig 1,074,57 413,30:
Amount Allocable to KKR

Holdings L.P. (70% 70.0(% 70.0(%
Net Income Attributable t

Noncontrolling Interests

held by KKR Holdings

L.P. $ 752,20: $ 289,31
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(n) Pro forma basic and diluted net income per commutwvere computed in the following mann

Year Ended Three Months Ended
December 31, 2009 March 31, 2010
Basic and Diluted Basic and Diluted
Net income available t
holders of common
units $ 24491 $ 112,58:
Total common units
outstanding 204,902,222 204,902,222
Net income per commc
unit $ 1.2C $ 0.5t

We are party to an exchange agreement with KKR idg&din connection with the Reorganization Transastpursuant to which KKR
Holdings or certain transferees of its KKR Groupt®arship Units may, up to four times each yeachexge KKR Group Partnership
Units held by them (together with correspondingcgderoting units) for our common units on a one-éme basis, subject to customary
conversion rate adjustments for splits, unit disttions and reclassifications and compliance witbliaable lock-up, vesting and
transfer restrictions. If the Group Partnershipttlhield by KKR Holdings were to be exchanged fangen units, fully diluted

common units outstanding would be 683,007,420o0mputing the dilutive effect, if any, that the eadge of KKR Group Partnership
Units would have on earnings per unit, we consildat net income available to holders of commonsuwibuld increase due to the

elimination of the noncontrolling interests in colidated entities associated with the KKR Grouptiaship Units (including any tax
impact).

For the year ended December 31, 2009 and the tiwaéhs ended March 31, 2010, we have presentetiddebasic and fully diluted
earnings per unit as the assumed exchange wadikaritie.
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NOTES TO UNAUDITED PRO FORMA FINANCIAL INFORMATION  (Continued)
(All Dollars in Thousands)
Pro Forma Segment Results

We operate through three reportable busisegments. These segments are differentiated nilsirbg their investment focuses and
strategies and consist of Private Markets, Publekdts, and Capital Markets and Principal Actigti€he following tables present the
financial data for our reportable segments on a@mma basis for the year ended December 31, Zo@9the three months ended March 31,
2010, no pro forma adjustments were made otherdharadjustment relating to the vesting of restdatquity units granted in the amount of
$4.2 million. Since our segment presentation exetutie impact of nonash equity based charges, no adjustment has e tmour segme
financial data for the three months ended March2810. For information relating to our segmentstfar three months ended March 31, 2010,
refer to "Management's Discussion and Analysisio@ficial Condition and Results of Operations—Segmaalysis."

For the year ended December 31, 20(

Capital
Markets and
Private Public Principal Total
Markets Markets Activities Reportable
Segment Segment Segment Segments
Fees
Management and incentive fe:
Management fee $ 387,11 $ 50,60 $ — $ 437,71
Incentive fee: — 4,47: — 4,47:
Management and incentive fe 387,11. 55,07¢ — 442,18t
Monitoring and transaction fee
Monitoring fees 158,24 — — 158,24:
Transaction fee 57,69¢ — 34,12¢ 91,82¢
Fee credits(1 (73,90)) — — (73,90)
Net monitoring and transaction fe 142,04: — 34,12¢ 176,17(
Total fees 529,15! 55,07¢ 34,12¢ 618,35¢
Expense:
Employee compensation and bene 136,46! 22,671 9,45t 168,59
Other operating expens 175,73t 20,581 6,021 202,34
Total expense 312,20: 43,26¢ 15,47¢ 370,94
Fee Related Earnings 216,95: 11,81: 18,65: 247,41°
Investment income (los:
Gross carried intere 602,42 — — 602,42
Less: allocation to our carry pool( (153,82) — — (153,82)
Less: management fee refunds (22,72() — — (22,720
Net carried interes 425,88( — — 425,88(
Other investment income (los 20,62: (5,259  1,267,97 1,283,33!
Total investment incom 446,50: (5,259  1,267,97! 1,709,21!
Income (Loss) before noncontrolling intere
in Income of consolidated entiti 663,45: 6,55¢ 1,286,62! 1,956,63!
Income (Loss) attributable to noncontrolli
interests(4 1,97: 10¢ 60¢ 2,691
Economic Net Income (Loss $ 661,48( $ 6,44¢ $ 1,286,021 $ 1,953,94
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NOTES TO UNAUDITED PRO FORMA FINANCIAL INFORMATION  (Continued)

(All Dollars in Thousands)

Pro Forma Segment Results (Continued)

@)

@

@)

(4)

Our agreements with the limited partners of certarestment funds require us to share with suchtédnpartners a portion of any
monitoring and transaction fees received from ptdfcompanies and allocable to their funds ("Feed@s"). Fee Credits exclude fees
that are not attributable to a fund's interest pogfolio company and generally amount to 80% ohitoring and transaction fees
allocable to the fund after related expenses am@vered.

With respect to our active and future investmentiiand vehicles that provide for carried intenestwill allocate to our principals,
other professionals and selected other individwéig work in these operations a portion of the egrinterest earned in relation to th
funds as part of our carry pool.

Certain of our investment funds require that wemdfup to 20% of any cash management fees earoedifnited partners in the event
that the funds recognize a carried interest. Ahgime as the fund recognizes a carried intereahinmount sufficient to cover 20% of
the management fees earned or a portion theremfeddnterest is reduced, not to exceed 20% ofagament fees earned.

Represents economic interests that will (i) alledata former principal an aggregate of 1% of psadind losses of our management
companies until a future date and (ii) allocata tbird party investor an aggregate of 2% of thaitgdn our capital markets business.

The reconciliation of pro forma fee related earsiagd pro forma economic net income (loss) tomeirme (loss) attributable to Group
Holdings as reported in the unaudited pro formgestant of operations for the year ended Decembe2@19 consists of the following:

Year Ended
December 31, 2009
Pro forma fee related earnin $ 247,41
Investment incom 1,709,21
Income attributable to noncontrolling intere (2,697
Pro forma economic net income (lo $ 1,953,94.
Income taxe: (83,469
Amortization of intangible: (3,78%)
Non-cash share based char (844,22))
Allocations to carry pool recorded in connectiothithe
Transaction: (25,715
Allocations to former principal 36E
Allocation to noncontrolling interests held by KKfoldings (752,20
Pro forma net income (loss) attributable to Growbdihgs $ 244,91!
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SELECTED HISTORICAL FINANCIAL AND OTHER DATA

The following tables set forth our seledtéstorical consolidated and combined financiahd@tas of and for the years ended
December 31, 2005, 2006, 2007, 2008 and 200%gi9f March 31, 2010 and for the three months eMiEdh 31, 2009 and 2010, and
(i) unaudited pro forma financial information ftiie year ended December 31, 2009 and for threeghm@mded March 31, 2010. We derived
the selected historical consolidated and combirsd ds of December 31, 2009 and 2008 and for thiess yanding December 31, 2009, 2008
and 2007 from the audited consolidated and comHinedcial statements included elsewhere in thispectus. We derived the selected
historical combined data as of December 31, 20066 2nd 2007 and for the years ended Decembel085, &1d 2006 from our audited
combined financial statements which are not inallidethis prospectus. We derived the summary histbcombined financial data of KKR as
of March 31, 2010 and for the three months endectMal, 2010 and 2009 from KKR's condensed coratgdifinancial statements found
elsewhere in this prospectus. The unaudited proddinancial information for the year ended Decende 2009 and the three months ended
March 31, 2010 was prepared on substantially theedaasis as the audited consolidated and combimaicial statements and includes all
adjustments that we consider necessary for a fagigmtation of our consolidated and combined firzumaformation as if the Transactions
occurred on January 1, 2009. Because the Transaciitd related arrangements were completed on €c1l2009, their impact is fully
reflected in our statement of financial conditieaod March 31, 2010. Accordingly, we have not imigld a pro forma statement of financial
condition. You should read the following data tdgetwith the "Organizational Structure," "Unaudifexd Forma Financial Information,"
"Management's Discussion and Analysis of FinanC@idition and Results of Operations" and our cadatéd and combined financial
statements and related notes included elsewhéhésiprospectus.

Pro Forma
Year Ended December 31, 1
Three Months Ended ~ Three
March 31, Months
Pro Forma Ended
1) March 31,
2005 2006 2007 2008 2009 2009 2009 2010 2010
Statement of
Operations
Data:
Fees $ 232,94!'$ 410,32¢$ 862,26'$ 23518' $ 331,27: $ 334,37 $ 39,07( $ 106,03:$ 106,03:
Less: Total
Expense: 168,29: 267,46t 440,91( 418,38¢ 1,195,711 1,439,66. 104,75¢ 463,30¢ 467,49.
Total
Investment
Income
(Loss) 3,740,89' 4,000,92: 1,991,78. (12,865,23) 7,753,80: 7,380,95. (715,34) 2,763,931 2,763,93

Income (Loss)

Before Taxe: 3,805,55. 4,143,78! 2,413,13i (13,048,44) 6,889,36! 6,275,66' (781,03) 2,406,65 2,402,447
Income Taxe: 2,90( 4,16 12,06 6,78¢ 36,99¢ 83,46¢ 1,531 13,45: 13,45:
Net Income

(Loss) 3,802,65: 4,139,62: 2,401,07- (13,055,23) 6,852,37. 6,192,20! (782,569 2,393,20° 2,389,02:
Less: Net

Income

(Loss)

Attributable

to

Noncontrolli

Interests in

Consolidate

Entities 2,870,03' 3,039,67 1,598,31( (11,850,76) 6,119,38: 5,195,08! (727,98) 1,987,13( 1,987,13
Less: Net

Income

(Loss)

Attributable

to

Noncontrolli

Interests

Held by

KKR

Holdings — — — — (116,69¢) 752,20« — 292,24 289,31.

Net Income
(Loss)
Attributable
to Group
Holdings(2, $ 932,61t $ 1,099,94! $ 802,76: $ (1,204,47)$ 849,68! 24491t $ (54,58) % 113,83t $ 112,58:

Statement of

Financial

Condition

Data (period

end):
Total asset $13,369,41 $23,292,78 $32,842,79 $22,441,03 $30,221,11 $32,624,87
Total liabilites $ 418,77¢ $ 1,281,92: $ 2,575,63( $ 2,590,67: $ 2,859,63! $ 2,043,117
Noncontrolling

interests in

consolidated

entities $11,518,01 $20,318,44 $28,749,81. $ 19,698,47 $23,275,27 $25,913,96

Noncontrolling
interests helt




by KKR

Holdings $ =3 —$ — % — $ 3,072,36! $ 3,562,09!
Total Group
Holdings
partners'
capital(3) $1,432,62. $ 1,692,421 $ 1,517,341 $ 151,87¢ $ 1,013,84! $ 1,105,63
1) The financial information reported for periods prio October 1, 2009 does not give effect to then$actions. The unaudited pro forma financial imf@tion

gives effect to the Transactions and certain cthemgements entered into in connection with tlen3action as if the Transactions and such arrangsrhad
been completed as of January 1, 2009. Unauditetbpma information for the statements of finan@ahdition has not bee
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included as the impact of the transaction is fraiffected in our December 31, 2009 and March 31028elected Historical Financial and Other Data.d&o
complete description of these adjustments pleaséldraudited Pro Forma Financial Information.”

2) Subsequent to the Transactions, net income (Ios&)waable to Group Holdings reflects only thoseaants that are allocable to KKR Guernsey's 30%rést in
our Combined Business. Net income (loss) thaticeable to our principals' 70% interest in our Cameld Business is reflected in net income (lossjbaitable
to noncontrolling interests held by KKR Holdings.

3) Total Group Holdings partners' capital reflectsyathle portion of equity attributable to Group Halgs (reflecting KKR Guernsey's 30% interest in Gombinec
Business) and differs from partners' capital regmbdn a segment basis primarily as a result oéxiousion of the following items from our segmerggentatior
(i) the impact of income taxes; (ii) charges relgtio the amortization of intangible assets; (ibn-cash equity based charges; and (iv) allocatbesjuity to
KKR Holdings. For a reconciliation to the $4,73&#lion of partners' capital reported on a segniztis, please see "Management's Discussion angssaf
Financial Condition and Results of Operations—SagrRartners' Capital." KKR Holdings' 70% intergsbur Combined Business is reflected as noncoirtgpll
interests held by KKR Holdings and is not includedotal Group Holdings partners' capit
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

The following discussion and analysis should belieaconjunction with the consolidated and combifirdncial statements of Group
Holdings and the related notes included elsewhettis prospectus. The historical combined finahdata discussed below reflects 1
historical results and financial position of KKRhi¢ the historical combined financial statement&K(KR are the historical financial
statements of the Combined Business followingdahgtetion of the Transactions, the data does neg gifect to the Transactions and is not
necessarily representative of our results and faiaincondition. See "Organizational Structure" aiidhaudited Pro Forma Financial
Information." In addition, this discussion and aysik contains forwar-looking statements and involves numerous risksusiogrtainties,
including those described under "Cautionary Notgd&ding Forward-Looking Statements" and "Risk FastbActual results may differ
materially from those contained in any forward-loukstatements.

Overview

Led by Henry Kravis and George Robertsaneea global alternative asset manager with $5#i@rbin AUM as of March 31, 2010 and a
34-year history of leadership, innovation and inrent excellence. When our founders started onr ifir 1976, they established the principles
that guide our business approach today, includipgtent and disciplined investment process; tlgaient of our interests with those of our
investors, portfolio companies and other stakethrsldend a focus on attracting world-class talent.

Our business offers a broad range of asaeagement services to our investors and proviggitat markets services to our firm, our
portfolio companies and our clients. Throughout lustory, we have consistently been a leader irpthate equity industry, having completed
more than 175 private equity investments with altoinsaction value in excess of $430 billionrdoent years, we have grown our firm by
expanding our geographical presence and buildisinbases in new areas, such as fixed income aiitdlamarkets. Our new efforts build on
our core principles, leverage synergies in ourrmegs, and allow us to capitalize on a broader rahgeportunities that we source.
Additionally, we have increased our focus on seéngour existing investors and have invested megully in developing relationships with
new investors.

With over 600 people, we conduct our bussnrough 14 offices on four continents, providiisgwith a pre-eminent global platform for
sourcing transactions, raising capital and carrgingcapital markets activities. We have grown AUiM significantly, from $15.1 billion as of
December 31, 2004 to $54.7 billion as of MarchZ110, representing a compounded annual growttofe2&.7%. Our growth has been driven
by value that we have created through our operalfypfocused investment approach, the expansi@mupgxisting businesses, our entry into
new lines of business, innovation in the produicé tve offer investors, an increased focus on pliogitailored solutions to our clients and the
integration of capital markets distribution acfieg.

As a global alternative asset manager,ave mmanagement, monitoring, transaction and ineeriées for providing investment
management, monitoring and other services to auidpvehicles, managed accounts, specialty finaoogany and portfolio companies, and
we generate transacti@pecific income from capital markets transactidlie. earn additional investment income from investing own capite
alongside our investors and from the carried irstene receive from our funds and certain of oueothvestment vehicles. A carried interest
entitles the sponsor of a fund to a specified paegge of investment gains that are generated oah-gairty capital that is invested.
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Business Segments
Private Markets

Our Private Markets segment is comprisedusfglobal private equity business, which manageksponsors a group of investment funds
and vehicles that invest capital for long-term &gjation, either through controlling ownership afampany or strategic minority positions.
These funds and vehicles build on our sourcing midege and the strong industry knowledge, operatiugertise and regulatory and stakeho
management skills of our professionals, operatomsaltants and senior advisors to identify attva@cinvestment opportunities and create and
realize value for investors.

From our inception through March 31, 204:8,have raised 16 funds with approximately $59l&hiof capital commitments and have
sponsored a number of fee and carry paying co-imes# structures that allow us to commit additioregtital to transactions. We have grown
our AUM in this segment significantly in recent ygarom $14.4 billion as of December 31, 2004460.9 billion as of March 31, 2010,
representing a compound annual growth rate of 22A8ef March 31, 2010, we had $12.8 billion of alled commitments to investment
funds and vehicles in this segment, providing aifitant source of capital that may be deployedaglly.

Public Markets

Our Public Markets segment is comprisethprily of our fixed income businesses which manzaygtal on behalf of third party investors
in liquid credit strategies, such as leverageddaamd high yield bonds, and less liquid credit pats, such as mezzanine debt, special
situations assets, rescue financing, distressedsaskebtor-in-possession financings and exit fiivags.

As of March 31, 2010, the segment had $b8li8n of AUM, including $1.0 billion of assetsanaged in a publicly traded specialty
finance company, $8.1 billion of assets manageddrirctured finance vehicles and $4.7 billion ofedssnanaged in other types of investment
vehicles and separately managed accounts. As aftivair, 2010, we had $1.4 billion of uncalled conmgihts 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 timdiGation Transaction with our global
capital markets business. Our capital markets legsisupports our firm, our portfolio companies aadclients by providing services such as
arranging debt and equity financing for transactjgiiacing and underwriting securities offeringsjsturing new investment products and
providing capital markets advice.

The assets that we acquired in the Comibimdtransaction have provided us with a significemiirce of capital to further grow and
expand our business, increase our participati@muirexisting portfolio of businesses and furthégrabur interests with those of our investors
and other stakeholders. We believe that the masiatrience and skills of our capital markets prifagals and the investment expertise of
professionals in our Private Markets and Public Rdts segments will allow us to continue to grow dnetrsify this asset base over time.

Business Environment

As a global alternative asset manager,n@@fiected by financial and economic conditionthim United States, Europe, Asia and
elsewhere in the world. Although the diversity of @perations and product lines has allowed usiterate attractive returns in different
business climates, business conditions charactebigdow or declining interest rates and strongityquarkets generally provide a more
positive environment for us to generate attractétarns on existing investments. We may benefiydwer, from periods of market volatility
and disruption which allow us to use our large
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capital base and experience with troubled compdniezake investments at attractive prices and voréble terms.

Beginning in the second half of 2007 anddighout 2008 and the first half of 2009, globabficial markets experienced significant
disruptions and the United States and many otharaies experienced a prolonged economic downtasujting in heightened credit risk,
reduced valuation of investments and decreasedetoractivity. Concerns over the availability arastof credit, the mortgage market, a
declining real estate market, inflation, energyte@nd geopolitical issues contributed to increasgatility and diminished expectations for the
economy and the financial markets.

Market conditions began to show initialrsigf recovery in the last several months of 2008&st global equity and debt markets moved
higher in the second half of 2009 in anticipatidrswstained economic recovery. Emerging marketgmepced the greatest increase consistent
with their generally more favorable economic growthspects as compared with the United States angpE. Credit markets experienced
similar significant improvement, fueled by improgieconomic data and a significant increase in delnaaud liquidity, as credit spreads
tightened and implied default rates declined. Rete8. economic data have been improving and &aiglin part, as unemployment rates
began to stabilize since October 2009 and the gtosestic product has returned to growth in thelgtart of 2009.

While economic conditions have recently ioyed, that trend may not continue and the extétlieocurrent economic improvement is
unknown. Equity values still remain below the valaehieved in 2007 and there currently is less detitequity capital available in the market
relative to the levels available in the past. Efgmowth continues, it may be at a slow rate forextended period of time and other economic
conditions, such as the residential and commere#lestate environment and employment rates, maijnuie to be weak. In addition, some
economists believe that steps taken by nationatigowents to stabilize financial markets and impresenomic conditions could lead to an
inflationary environment. Furthermore, financialnkets, while somewhat less volatile than in eafl92, continue to experience disruption i
volatility.

Market Conditions

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

. The strength and competitive dynamics of the adtiive asset management industry, including the amofucapital invested ir
and withdrawn from, alternative investments. Owrstof the capital that is allocated to alternatigsets depends on the strel
of our investment performance relative to the itwesit performance of our competitors. The amourmiagpital that we attract
and our investment returns directly affect the l@fe@our AUM, which in turn affects the fees, cadiinterest and other amounts
that we earn in connection with our asset manageawtivities.

. The strength and liquidity of debt markets. Ouwaté equity funds use debt financing to fund pditfoompany acquisitions,
while our fixed income funds make significant intreents in debt instruments and, in some casesjargang degrees of
leverage to enhance returns and fund working dapgitaa result, our business generally benefitsmfsirong and liquid debt
markets that support our funds' investment actigjtalthough periods of market volatility and diron may create attractive
investment opportunities, particularly for fixeccome funds.

As discussed above, significant deterioration endibt markets that began in the third quarte0672and continued through
2009 has had a negative impact on our businessngrather
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effects, these developments increased the codiffiadlilty of financing leveraged buyout transactss—thereby significantly
reducing private equity activity—and impacted véiloas and returns of fixed income funds. Increaseates and spreads along
with restrictive covenants, could further impaduras by making debt financing less readily avddand more expensive for
private equity investments. However, during thisqu our portfolio companies have also had opputies to refinance and in
several cases have refinanced certain tranchéeinfdebt. We have also had opportunities to mékactive investments for o
fixed income business.

. The strength and liquidity of equity markets. Sggaguity market conditions enable our private ggfuhds to increase the val
and effect realizations of their portfolio companyestments. Equity market conditions also affbet¢arried interest that we
receive. After a prolonged period of positive perfance and liquidity, equity markets experiencedsaderable declines and
volatility in the United States and in other maskigt the second half of 2007 and throughout 200@. U.S., European and As
economies experienced significant declines in egmpént, household wealth, and lending, which hath&rrmegatively impactt
equity markets until recently. Negative market doads make it more difficult for us to exit privaequity investments
profitably through offerings in the public markeEsyuity markets, however, stabilized and showedss@f recovery in the latter
half of 2009, allowing us to partially exit two iestments through the public markets, though inisestain whether such mark
will remain accessible. We monitor the performaateur private equity investments and exit an inwest when we believe t
strategic and operational objectives with respedhat investment have been accomplished. The gmgedocuments of our
private equity funds do not obligate us to retumoants to our investors at their request or recthia¢ the fund sell assets to
generate returns.

. Market volatility within the debt and equity markehcreases both the opportunities and risks withiinsegments and directly
affects the performance of our funds. Similarlyctlations in interest rates and foreign curren@mhange rates, if not suitably
hedged, may affect the performance of our fundstdical trends in these markets are not necegsadicative of our future
performance. While conditions in the United Stated global economies have begun to improve recestlytinued volatility in
the equity markets and uncertainty in the debt etarkave made it more challenging to profit fromestments. If these
conditions continue, their negative impact on cusibess may become more pronounced.

For a more detailed description of the neairin which economic and financial market condiionay materially affect the results of
operations and financial condition of the CombiBesiness, see "Risk Factors—Risks Related to Osimigas."

The Combination Transaction and Reorganization Trarsactions

On October 1, 2009, we completed the adeprisof all of the assets and liabilities of KKRu€rnsey and, in connection with such
acquisition, completed a series of transactionsyamt to which the business of KKR was reorganiztma holding company structure. We
refer to these transactions as the "Transactidgi@ldwing the Transactions, KKR Guernsey holds 83f:onomic interest in our Combined
Business through Group Holdings and our principalsl a 70% economic interest in our Combined Bussirterough KKR Holdings. Our
senior principals also control us through theirtoolrof our Managing Partner. The Combination Teat®n did not involve the payment of ¢
cash consideration or involve an offering of anwlyessued securities to the public, and it did deainge KKR Guernsey unitholders' holdings
of KKR Guernsey units.
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Pro Forma Information

Due to the differences described above consolidated and combined financial statementsrelatied historical data included in this
prospectus are not necessarily representativerdiiture results of operations and financial coindit To provide additional information
illustrating the impact that the changes descritsalve have on our results of operations, we hassepted elsewhere in this prospectus
unaudited pro forma financial information for theay ended December 31, 2009. This data gives pmafeffect to the Transactions and
certain other arrangements entered into in conmettierewith as if such transactions and arrangetexd been completed as of January 1,
20009.

Basis of Financial Presentation

The consolidated and combined financiakst@nts include the accounts of our managementapithl markets companies, the general
partners of certain unconsolidated co-investmehickes and the general partners of its privatetgaand fixed income funds and their
respective consolidated funds, where applicableofAdarch 31, 2010, our private markets segmeritided seven consolidated investment
funds and seven unconsolidated co-investment e=hi€ur public markets segment included four cadatdd investment funds and six
unconsolidated vehicles comprised of one investrhemd, four separately managed accounts and oraadfyefinance company.

In accordance with GAAP, a substantial nenmdf our funds are consolidated notwithstandiregféct that we hold only a minority
economic interest in those funds. The majority wf consolidated funds consist of those funds incviwve hold a general partner or managing
member interest that gives us substantive contipliights over such funds. With respect to our obdated funds, we generally have
operational discretion and control over the funoid mvestors do not hold any substantive rights wWauld enable them to impact the funds'
ongoing governance and operating activities.

When a fund is consolidated, we reflectdbsets, liabilities, fees, expenses, investmeoiie and cash flows of the consolidated fund on
a gross basis. The majority of the economic interisthe consolidated fund, which are held bydiparty investors, are reflected as
noncontrolling interests. While the consolidatidraaconsolidated fund does not have an effect erathounts of net income attributable to
Group Holdings' or Group Holdings' partners' cdphtat Group Holdings reports, the consolidatioesisignificantly impact the financial
statement presentation. This is due to the fatttkieaassets, liabilities, fees, expenses and imarg income of the consolidated funds are
reflected on a gross basis while the allocableesbfthose amounts that are attributable to nomebing interests are reflected as single line
items. The single line items in which the assébilities, fees, expenses and investment incoitndatable to noncontrolling interests are
recorded are presented as noncontrolling intemestsnsolidated entities on the statements of i@ rcondition and net income attributable to
noncontrolling interests in consolidated entitiestloe statements of operations.

Historically, the noncontrolling interestdributable to the ownership of the KPE Investnieauttnership by KPE were included in our
financial statements. These noncontrolling interestre removed from the financial statements oml@xtl, 2009, because these interests
contributed to the KKR Group Partnerships in thanBactions. Subsequent to the Transactions, the &Rp Partnerships hold 100% of the
economic and controlling interests in the KPE Itwesnt Partnership. Therefore, we continue to cotiatd the KPE Investment Partnership
and its economic interests are no longer refleatedoncontrolling interests as of the date of tren3actions.

Key Financial Measures
Fees

Fees consist primarily of (i) monitoringdamansaction fees from providing advisory and p#evices to our portfolio companies,
(i) management and incentive fees from providimgestment management services to unconsolidatels fanspecialty finance company,
structured finance vehicles, and separately manageounts, and (i) fees from capital markets\étitis. These fees are based on
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the contractual terms of the governing agreemeénssibstantial portion of monitoring and transactiees earned in connection with managing
portfolio companies are shared with fund investors.

Reported fees do not include the managefeestthat we earn from consolidated funds, bectnose fees are eliminated in consolidat
However, because those management fees are eaongcahd funded by, third-party investors who hmdeshcontrolling interests in the
consolidated funds, net income attributable to @ridoldings is increased by the amount of the mamagx fees that are eliminated in
consolidation. Accordingly, while the consolidatiohfunds impacts the amount of fees that are neizeg in our financial statements, it does
not affect the ultimate amount of net income attidble to Group Holdings or Group Holdings' parsheapital.

Expenses
Employee Compensation and Benefits Exp

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

Historically, our employee compensation bedefits expense has consisted of base saladdscmuses paid to employees who were not
our senior principals. Payments made to our sgmiacipals included partner distributions that wpagd to our senior principals and accour
for as capital distributions rather than employempensation and benefits expense. Accordingly, id@at record any employee compenss
and benefits charges for payments made to ourspniipals for periods prior to the completiontbé Transactions.

Following the completion of the Transactipall of our senior principals and other employee®ive a base salary that is paid by us and
accounted for as employee compensation and beegfiense. Our employees are also eligible to readiscretionary cash bonuses based on
performance criteria, our overall profitability anther matters. While cash bonuses paid to mostemes are funded by us and result in
customary employee compensation and benefits chargsh bonuses that are paid to certain of out seosor employees are funded by KKR
Holdings with distributions that it receives oni KR Group Partnership Units. To the extent thatributions received by these individuals
exceed the amounts that they are otherwise ental&arough their vested interests in KKR Holdintiss excess will be funded by KKR
Holdings and reflected in compensation expenshédrstatement of operations. KKR Holdings has alsaléd all of the equity and equibase
awards that have been granted to our employeest¢o d

In connection with and subsequent to tten$actions, our principals received equity andtgeprased awards in KKR Holdings. The
awards were granted in connection with the Traisastand were issued in exchange for interestsarCombined Business that they
contributed to our holding companies as part ofiotarnal reorganization as well as to promote droanership of our firm among our
personnel and further align their interests withsén of our investors. We believe that grants topoimcipals, which include vested and unve
interests in the Combined Business, provide antiaddi means for allowing us to incentivize, motivand retain qualified professionals that
will help us continue to grow our business overldmg-term. For the three months ended March 310208on-cash employee compensation
and benefits recognized in connection with the tyquiants amounted to $182.4 million.

While we do not bear the economic coste@ated with the equity and equibased grants that KKR Holdings has made to our eyepk
or the cash bonuses that it pays to any of ourwikes with distributions received on its KKR GroBprtnership Units, we are required to
recognize employee compensation and benefits egpeitis respect to a significant portion of thesans. Because these amounts are fund
KKR Holdings and not by us, these expenses represgncash charges for us and do not impact otnilalisable earnings.

101




Table of Contents

We recognize non-cash charges relatingjtitgand equity-based grants that are funded bRKIoldings based on the grant-date fair
value of the award. Awards that do not requirestiitesfaction of future service or performance dat¢vested awards) are expensed
immediately. Awards that require the satisfactibfuture service or performance criteria are expednsver the relevant service period, adju
for the lack of distribution participation and estited forfeitures of awards not expected to vegt.ivgurred a significant one-time, non-cash
employee compensation and benefits charge in panéiial statements during the fourth quarter oB2@0ating to initial equity grants in
KKR Holdings representing that portion of the unit.K KR Holdings that were vested upon issuance.e@ifgect to record additional non-cash
charges in future periods as and when interet¥«iR Holdings vest.

In addition, we are permitted to allocat®tr principals, other professionals and seleothdr individuals a portion of the carried interest
that we earn from our current and future funds phavide for carried interest payments. As and wiheestment income is recognized with
respect to this carried interest, we record a spording amount of employee compensation and lismefpense. See "Organizational
Structure—Components of Our Business Owned by KRB Kroup Partnerships."

General, Administrative and Other Expense

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

In addition, interests in KKR Holdings weyeanted to our operating consultants in connedctiith and subsequent to the Transactions.
The vesting of these interests gives rise to périgeneral, administrative and other expense irstaments of operations. General,
administrative and other expense recognized onsiedeunits is calculated based on the fair valuendhterest in KKR Holdings (determined
using the closing price of KKR Guernsey's unitsah reporting date and subsequently adjustetthéaactual fair value of the award at each
vesting date. Accordingly, the measured value e$¢hinterests will not be finalized until each irestlate. Additionally, the calculation of the
compensation expense assumes a forfeiture rate wf 8% annually based upon expected turnovertheothree months ended March 31,
2010, general, administrative and other expensegrezed for the equity grants amounted to $38.0anil

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

Fund Expense

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

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

Net gains (losses) from investment actgittonsists of realized gains and losses and iredaains and losses arising from our
investment activities. The majority of our net ga{fosses) from investment activities are relatedur private equity investments. Fluctuations
in net gains (losses) from investment activitiesMeen reporting periods is driven primarily by cbas in the fair value of our investment
portfolio as well as the realization of investmetipon the disposition of an investment, previousigognized unrealized gains and losses are
reversed and an offsetting realized gain or lossdsgnized in the current period. Since our inwestts are carried at fair value,
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fluctuations between periods could be significam tb changes to the inputs to our valuation pogsr time. For a further discussion of our
fair value measurements and fair value of investmyaee "Management's Discussion and Analysisridrieial Condition and Results of
Operations—Critical Accounting Policies—Fair Valoklnvestments."

Dividend Income

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

Interest Income

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

Interest Expens

Interest expense is incurred from thrempry sources: (i) credit facilities outstandindree KPE Investment Partnership, (ii) credit
facilities outstanding at the firm's management ganies and capital markets companies for workimitabpurposes, and (iii) debt outstand
at our consolidated funds entered into with theotdye of enhancing returns, which are not dirddigations of the general partners of our
private equity funds or management companies. diitiad to these interest costs, we capitalize diebincing costs incurred in connection with
new debt arrangements. Such costs are amortizeihiierest expense using either the interest medhdice straight-line method, as
appropriate.

Income Taxe

Prior to the completion of the Transactioms operated as a partnership for U.S. federalnmectax purposes and mainly as a corporate
entity in nonY.S. jurisdictions. As a result, income was notjsabto U.S. federal and state income taxes. Hisatly, the tax liability related
income earned by us represented obligations oponcipals and has not been reflected in the hitsdbfinancial statements. Income taxes
shown on the statements of operations prior td'th@sactions are attributable to the New York Qityncorporated business tax and other
income taxes on certain entities located in non-jlu$sdictions.

Following the Transactions, the KKR GrowgtRerships and certain of their subsidiaries galitinue to operate in the United States as
partnerships for U.S. federal income tax purposelsas corporate entities in non-U.S. jurisdictiohscordingly, these entities, in some cases,
will continue to be subject to New York City uninporated business taxes, or non-U.S. income tdd@sever, we hold our interest in one of
the KKR Group Partnerships through KKR Managemaenitiigs Corp., which is treated as a corporatianfes. federal income tax purposes,
and certain other wholly owned subsidiaries of kiR Group Partnerships are treated as corporafams.S. federal income tax purposes.
Accordingly, such wholly owned subsidiaries of Gudtoldings, including KKR Management Holdings Commd the KKR Group
Partnerships, are subject to federal, state arad tmeporate income taxes at the entity level &edrélated tax provision attributable to Group
Holdings' share of this income is reflected infinancial statements.

Subsequent to the Transactions, we uskathiéty method to account for income taxes in @actance with GAAP. Under this method,
deferred tax assets and liabilities are recogniaethe expected future tax consequences of diffege between the carrying amounts of assets
and liabilities and their respective tax basis gginrrently enacted tax rates. The effect on defeassets and liabilities of a change in tax rates
is recognized in income in the period when the gean enacted.
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Deferred tax assets are reduced by a valuatiowatioe when it is more likely than not that somdipaoror all the deferred tax assets will not
be realized.

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

Net Income (Loss) Attributable to Noncontrollingelrests

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

. noncontrolling interests that third party investbedd in consolidated funds;

. noncontrolling interests attributable to the owhgof the KPE Investment Partnership by KPE'shoiders;

. a noncontrolling interest that allocated to a thgedty an aggregate of 2% of the equity in our tedypharkets business; a

. noncontrolling interests that allocated 35% ofnleeincome (loss) generated by the manager of oblicPMarkets segment

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

On May 30, 2008, we acquired all outstagdinncontrolling interests of the manager of ounluMarkets segment and now own 100%
of this business. In connection with the Transadjave acquired all outstanding noncontrollingriesés in the KPE Investment Partnership,
which is a wholly owned subsidiary of our firm.

For periods subsequent to the completicth®fTransactions, noncontrolling interests include

. noncontrolling interests that third party investbadd in consolidated funds;
. a noncontrolling interest that allocates to a tipiatty an aggregate of 2% of the equity in our tedypnarket busines:
. noncontrolling interests that allocate to a forqppencipal and such person's designees an aggrefja® of the carried intere

received by general partners of our funds and 1®wuobther profits until a future date;

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

. noncontrolling interests that allocate to certdiitocurrent and former principals all of the dapinvested by or on behalf of t
general partners of the private equity funds befloeecompletion of the Transactions and any rettiraseon; and

. noncontrolling interests representing the KKR Gr&aptnership Units that KKR Holdings holds in thEKR Group Partnership
which interests allocate to KKR Holdings 70% of dwiity in the combined business.

Assets Under Management ("AUM"

AUM represents the assets from which weeatéled to receive fees or a carried interestgamnkral partner capital. The AUM reported
prior to the Transactions reflected the NAV of K&&d its commitments to our investment funds. Sulisento the Transactions, the NAV of
KPE and its
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commitments to our investment funds are excludenhfour calculation of AUM. We calculate the amoohAUM as of any date as the sum
of: (i) the fair value of the investments of ouv@stment funds plus uncalled capital commitmerdmfthese funds; (ii) the fair value of
investments in our co-investment vehicles; (iig thet asset value of certain of our fixed incomapcts; and (iv) the value of outstanding
structured finance vehicles. You should note thatoalculation of AUM may differ from the calculatis of other asset managers and, as a
result, our measurements of AUM may not be compearabsimilar measures presented by other asseageas. Our definition of AUM is not
based on any definition of AUM that is set forthtlie agreements governing the investment fundscheshor accounts that we manage.

Fee Paying Assets Under Management ("FPAUM")

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

Segment Result

We present the results of our reportabkrn®ss segments in accordance with FASB Accour@tagdards Codification Section 280,
Segment ReportingThis guidance is based on a management approaath requires segment presentation based on alterganization and
the internal financial reporting used by managen@make operating decisions, assess performantalktate resources. All inter-segment
transactions are eliminated in the segment presenta

Our management makes operating decisiesgsaes performance and allocates resources brafedraial and operating data and
measures that are presented without giving eftetlie¢ consolidation of any of the funds that we aggm In addition, there are other
components of our reportable segment results iffat fom the equivalent GAAP results on a condated basis. These differences are
described below. We believe such adjustments aemimgful because management makes operating desiaial assesses the performance of
our business based on financial and operating osedrid data that are presented without the comsimidof any funds.

Segment Operating and Performance Measu
Fee Related Earninc

Fee related earnings ("FRE") is a profiaswere that is reported by our three reportablenessi segments. 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: (ijntlasion of management fees earned from condelitfunds that were eliminated in
consolidation; (ii) the exclusion of expenses afismidated funds; (iii) the exclusion of chargelatiag to the amortization of intangible assets;
(iv) the exclusion of charges relating to carry lpgltocations; (v) the exclusion of non-cash equityarges and other non-cash compensation
charges; (vi) the exclusion of certain reimbursaXpenses and (vii) the exclusion of certain nansngng items.

Investment Income (Los

Investment income is composed of net caiiniéerest and other investment income (loss).i€dinterests entitle the general partner o
private equity funds to a greater allocable shatbefund's earnings from investments relativéh capital contributed by the general partner
and correspondingly reduces third party investirare of those earnings. Carried interests areedamn realized and unrealized gains (losses)
on fund investments as well as dividends receiwedus funds.
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Amounts earned pursuant to carried interests ateded in investment income to the extent that datiue investment returns in a given fund
are positive. If these investment returns decreasarn negative in subsequent periods, recogréaeded interests will be reduced and
reflected as investment losses. Gross carriedasités reduced for carry pool allocations and rééuof management fees payable upon the
recognition of carried interest.

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

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

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

Economic Net Incom

Economic net income ("ENI") is a key penfiamce measure used by management when makingiogatatisions, assessing operating
performance and allocating resources. ENI is coseprdf: (i) FRE; plus (ii) segment investment inegnvhich is reduced for carry pool
allocations and management fee refunds; leséiitgin economic interests in our segments helthiogt 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) theslusion of investment income relating to
noncontrolling interests; and (iii) the exclusidnimcome taxes.

Committed Dollars Invested

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

Uncalled Commitments

Uncalled commitments represent unfundedt@apommitments by partners of our investment fuadd carry-yielding co-investment
vehicles to contribute capital to make investmémizortfolio companies and other investment altéves.

Consolidated and Combined Results of Operations

The following is a discussion of our condated and combined results of operations for tiheet months ended March 31, 2009 and 2010
and the years ended December 31, 2007, 2008 ar®d 2060 should read this discussion in conjunctidgtihthe consolidated and combined
financial statements and related notes includeslvdisre in this prospectus. For a more detailedudison of the factors that affected the res
of operations of our three business segments setheriods, see "—Segment Analysis."

106




Table of Contents

The following tables set forth informaticegarding our results of operations for the yeaded December 31, 2007, 2008 and 2009 and
the three months ended March 31, 2009 and 2010.

Three Months Ended

Year Ended December 31, March 31,
2007 2008 2009 2009 2010
Revenues
Fees $ 862,26' $ 235,18: $ 331,27. $ 39,07C $ 106,03:
Expenses
Employee
Compensation and
Benefits 212,76t 149,18: 838,07 45,54; 365,53:
Occupancy and Relat
Charges 20,06¢ 30,43( 38,01 8,88t 9,68t
General
Administrative and
Other 128,03t 179,67 264,39¢ 37,40: 77,72¢
Fund Expense 80,04( 59,10z 55,22¢ 12,92¢ 10,36¢
Total Expenses 440,91( 418,38t 1,195,711 104,75¢ 463,30¢
Investment Income
(Loss)
Net Gains (Losses
from Investment
Activities 1,111,57.  (12,944,72) 7,505,00! (720,849 2,286,55:
Dividend Income 747,54 75,44 186,32 70C 442,90
Interest Incom 218,92( 129,60: 142,11° 27,08 48,30:
Interest Expens (86,259 (125,56)) (79,639 (22,27%) (13,82)
Total Investment
Income (Loss) 1,991,78:  (12,865,23) 7,753,80: (715,349 2,763,93
Income (Loss) Before
Taxes 2,413,131  (13,048,44) 6,889,36! (781,03) 2,406,65!
Income Taxes 12,06« 6,78¢ 36,99¢ 1,531 13,45:
Net Income (LosS) 2,401,07.  (13,055,23) 6,852,37. (782,56 2,393,20
Less: Net Income (Los
Attributable to
Noncontrolling
Interests in
Consolidated Entitie 1,598,311  (11,850,76) 6,119,38. (727,98) 1,987,13
Less: Net Income (Los
Attributable to
Noncontrolling
Interests held by
KKR Holdings — — (116,69¢) — 292,24:
Net Income (Loss)
Attributable to
KKR Group $ 802,76« $ (1,204,47) $ 849,68: $ (54,58) $ 113,83t
Assets unde
management (perioc
end) $53,215,70 $ 48,450,700 $52,204,200 47,430,00 54,708,70
Fee paying assets und
management (perioc
end) $39,862,16 $ 43,411,80 $42,779,80 44,900,50  42,528,90
Uncalled Commitment
(period end $11,530,41 $ 14,930,14 $14,544,42  14,825,08  14,234,80

Three months ended March 31, 2010 compared to thmenths ended March 31, 2009

Fees

Fees were $106.0 million for the three rherénded March 31, 2010, an increase of $67.0omjliompared to fees of $39.1 million for
the three months ended March 31, 2009. The incneaserimarily due to a $30.9 million increase g transaction fees, reflecting an
increase in transaction-fee generating investnduisg the period. During the first quarter of 2Gh6re were four transaction fee generating
investments, two of which resulted in transactieasffor both the private markets segment and puoidikets segment. The total combii



value of the transactions was $2.7 billion. Theszawno transaction fee generating investments glthia first quarter of 2009. Transaction f
are negotiated separately for each completed tcéinesbased on the services that we provide arahalsy depending on the nature of the
investment being made. Fees relating to undengriiimd syndication in our capital markets businéssiacreased by $24.4 million due to an
increase in the number of capital markets transastduring the period. We completed 14 capital mi@rkransactions during the first quarter of

2010, as compared to one transaction during teedirarter 2009. In addition, during the first qaanf 2010, fees were increased by an
incentive fee of
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$12.5 million earned from KFN as a result of KFfrencial performance exceeding certain requiretchenarks. No such fee was earned in
the first quarter of 2009.

Expense:

Expenses were $463.3 million for the thremnths ended March 31, 2010, an increase of $36Bli6n, compared to expenses of
$104.8 million for the three months ended MarchZ1)9. The increase was primarily due to non-casinges associated with the issuance of
interests in KKR Holdings to our principals and ading consultants as well as allocations to ouarygaool. For the three months ended
March 31, 2010, these items resulted in chargemded in employee compensation and benefits rglatiprincipals amounting to
$307.4 million, and charges recorded in generalaministrative expenses relating to operating glasts amounting to $42.3 million. In
addition, other employee compensation and berefjgenses increased $12.6 million due to: (i) a $@lllon increase in salaries and other
benefits reflecting the hiring of additional peraehin connection with the expansion of our busines well as the inclusion of salaries relating
to our senior principals in 2010 (in the prior pekisuch salaries were reflected as capital digidhs as a result of our operating as a
partnership prior to the Transactions), (ii) a $hilion increase in incentive compensation reflegthe net effect of higher expected
compensation in 2010 resulting from improved oudiaancial performance of our capital markets amahagement companies when comp
to the prior period and the hiring of additionatgmnnel, partially offset by a reduction in accrimhuses in 2010 as a result of certain of our
most senior employees receiving compensation ificitme of distributions from KKR Holdings subsequémthe Transactions (in the prior
period, such compensation was borne by KKR), ii§1.3 million increase in profit sharing costgamnection with an increase in the value of
our private equity portfolio, and (iv) a $3.4 nolli increase in non-cash stock based compensatpEmsa associated with equity grants
received from KFN. Equity grants from KFN resultdommitments to employees that are tied to thekgtoice of KFN, and a rising stock pri
of KFN increases our liability to employees. Thaec&tprice of KFN appreciated over the past 12 meffiim a price of $0.88 at March 31,
2009 to $8.21 at March 31, 2010. The remaindenh@fricrease in expenses is primarily the resuth@fet impact of the following: (i) a
$2.6 million decrease in fund expenses primarilsitaitable to decreases in expenses associatedraithl in connection with the monitoring
and administration of our private equity portfol{@) an increase in occupancy costs of $0.8 millimarily reflecting the opening of new
offices subsequent to March 31, 2009 and (iii) dases in other operating expenses of $1.9 milefleating expense reductions across our
business.

Net Gains (Losses) from Investment Activi

Net gains from investment activities weBe3bbillion for the three months ended March 311,&(n increase of $3.0 billion compared to
net losses from investment activities of $0.7 dillfor the three months ended March 31, 2009. mbe=ase in net gains (losses) from
investment activities from the prior period waswatrily attributable to net unrealized gains of $aillion resulting primarily from increases in
the market value of our investment portfolio durthg first quarter of 2010 compared to net unredlibsses of $0.6 billion during the first
quarter of 2009. This change in net unrealizedsgyaind losses resulted in a net favorable varianoariealized investment activity from the
prior period of $2.7 billion. To a lesser extelhig increase in net gains (losses) from investmetitites was also driven by an increase in net
realized gains (losses) that represented a nefgathe first quarter of 2010 of $0.2 billion coampd with a net loss of $0.1 billion for the first
quarter of 2009, which resulted in a net favorataléance in realization activity from the prior jmet of $0.3 billion. The majority of
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our net gains (losses) from investment activitiesralated to our private equity investments. Tallving is a summary of the components of
net gains (losses) from investment activities:

Three Months
Ended March 31,

2010 2009
Realized Gain $ 240,88t $ 28,36¢
Unrealized Losses from Sales of Investments andiZRé&an of Gain

(@) (199,479 (16,499
Realized Losse (20,672 (124,889
Unrealized Gains from Sales of Investments andigsain of Losse

(b) 42,18¢ 115,23.
Unrealized Gains from Changes in Fair Va 2,662,64 683,27:
Unrealized Losses from Changes in Fair Vi (449,01)  (1,406,33)
Net Gains (Losses) from Investment Activit $ 2,286,55 $ (720,849

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

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

Dividend Income

Dividend income was $442.9 million for tiheee months ended March 31, 2010, an increas44#.3 million compared to dividend
income of $0.7 million for the three months endearsh 31, 2009. During the three months ended Matgt2010, we received $440.8 million
of dividends from two portfolio companies and agr@gate of $2.1 million of comparatively smallevidends from other investments.

Interest Income

Interest income was $48.3 million for these months ended March 31, 2010, an increaselo? $Rillion, or 78.4%, from the three
months ended March 31, 2009. The increase primeeflgcts an increase in the level of fixed incamstruments in our fixed income vehicles
and our private equity portfolio.

Interest Expens

Interest expense was $13.8 million forttivee months ended March 31, 2010 a decrease Dhd#8ion, or 37.9%, from the three months
ended March 31, 2009. The decrease was primaréytallbwer average outstanding borrowings durirgfitst quarter of 2010 compared to
first quarter of 2009 primarily reflecting paydowoiborrowings under our five-year revolving creaireement, which we refer to as our
Principal Credit Agreement, and to a lesser expagtiowns of borrowings under the credit agreemanthie management company for our
private equity funds, which we refer to as our Mgeraent Company Credit Agreement, the credit agraefoethe holding company for our
capital markets business, which we refer to ak@iv Credit Agreement, and certain other financingagements.

Income (Loss) Before Tax

Due to the factors described above, incbafere taxes was $2.4 billion for the three momthded March 31, 2010, an increase of
$3.2 billion compared to loss before taxes of $0li&n for the three months ended March 31, 2009.
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Net Income (Loss) Attributable to Noncontrollingeirests in Consolidated Entiti

Net income attributable to noncontrollimgeirests in consolidated entities was $2.0 bilfarthe three months ended March 31, 2010, an
increase of $2.7 billion compared to net losslattable to noncontrolling interests in consolidagatities of $0.7 billion for the three months
ended March 31, 2009. The increase primarily ré&slagyher income attributable to noncontrollingeists, which were driven by the overall
changes in the components of net gains (losses) ifteestment activities and dividends describedvabo

Assets Under Manageme

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

December 31, 2009 AUI $ 52,204,20
New Capital Raise 772,80(
Distributions (1,043,200
Foreign Exchang (225,700)
Change in Valu 3,000,60!

March 31, 2010 AUN $ 54,708,70

AUM was $54.7 billion at March 31, 2010, ianrease of $2.5 billion, or 4.8%, compared to.234llion at December 31, 2009. The
increase was primarily attributable to $3.0 billiomet unrealized gains resulting from changebhémarket value of our private equity
portfolio companies and fixed income vehicles, afl as $0.8 billion of new capital raised in ouivate markets vehicles and separately
managed accounts. The net unrealized investmems gabur private equity funds were driven by natealized gains of $0.9 billion,
$0.6 billion, $0.3 billion, $0.3 billion, and $0llion in our 2006 Fund, Millennium Fund, Europelannd I, European Fund and Asian Fund,
respectively. All other private equity funds alscaorded net unrealized gains during the periodebsed valuations in many of our portfolio
companies, which were primarily related to both ioyements in market comparables and individual comgperformance, coupled with an
overall improvement in global markets, were them@intributors to the unrealized investment gaiet. unrealized gains (losses) in our
separately managed accounts, fixed income investfueds and structured finance vehicles were $184llfon, $305.7 million and $(1.4)
million, respectively and were driven by improvertgeim the overall credit markets. Our investmentfptios for KFN's majority-held
subsidiaries, the Strategic Capital Funds, andseparately managed accounts primarily consistéavestments in corporate debt investments,
including leveraged loans and high yield bondshwibth asset classes experiencing price appretigtithe quarter ended March 31, 2010.
increase was partially offset by distributions lioi;$1.0 billion, which included $0.6 billion fromur private equity funds (comprised of
$0.5 billion of realized gains and $0.1 billionreturn of original cost), as well as $0.4 billianrh our separately managed accounts.
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Fee Paying Assets Under Managermr

The following table reflects the changesim FPAUM from December 31, 2009 to March 31, 2010

December 31, 2009 FPAU $ 42,779,80
New Capital Raise 690,30(
Distributions (1,103,301
Foreign Exchang (293,40()
Change in Valu 455,50(

March 31, 2010 FPAUN $ 42,528,90

FPAUM was $42.5 billion at March 31, 2040]ecrease of $0.3 billion, or 0.6%, compared @&4illion at December 31, 2009. The
decrease was primarily attributable to a $0.7dillieduction in fee paying invested capital asgediavith distributions in connection with
realization activity in our private equity fund€).8 billion of distributions related to our sepatgtmanaged accounts, and to a lesser extent,
$0.3 bhillion related to foreign exchange adjustraenmt foreign denominated commitments to our fuitiese decreases were partially offset by
$0.4 billion of new capital raised in our privat@rkets vehicles, $0.3 billion of new capital raise@ur public markets vehicles and
$0.5 billion in changes in the market value asgediavith net unrealized gains primarily in our sgpely managed accounts and fixed income
investment funds. For additional discussion offounds and other investment vehicles, please sesifiBss."

Uncalled Commitments

As of March 31, 2010, our investment fuhdsl $14.2 billion of remaining uncalled commitmethigt could be called for investment in
new transactions.

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

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

Expenses were $1,195.7 million for the yaated December 31, 2009, an increase of $777l®@mias compared to expenses of
$418.4 million for the year ended December 31, 200 increase was primarily due to non-cash clsaageociated with the issuance of
interests in KKR Holdings to our principals and aiang consultants. For the year ended Decembe2@®19, noncash employee compensat
and benefits relating to principals amounted to4$64nillion, and non-cash charges recorded in géreerd administrative expenses relating to
operating consultants amounted to $85.0 millioraddition, other employee compensation and berefppenses increased $44.4 million du
(i) a $26.9 million increase in profit sharing cost connection with an increase in the value affivate equity portfolio, (ii) an $11.7 million
increase in salaries and other benefits refledtieghiring of additional personnel in connectiohathe expansion of our business, and (iii) a
$5.8 million increase in incentive compensatiocannection with higher bonuses in 2009 reflectmgrioved overall financial performance of
our management companies when compared to thegaiad. The remainder of the net increase in espgis the result of the net impact of
the following: (i) a $34.8 million non-recurring alge associated with the closing of the Transastifi) an increase in occupancy costs of
$7.6 million primarily reflecting the opening ofweoffices subsequent to December 31, 2008 as welhancrease in existing office space,
(iii) a decrease in transaction related expengebuatable to unconsummated transactions during#ed of $14.0 million, from $28.2 millic
to $14.2 million for the years ended December 8D82and 2009, respectively, and (iv) decreasethier@perating expenses of $25.0 million
reflecting expense reductions across the majofitguo businesses.

Net Gains (Losses) from Investment Activi

Net gains from investment activities weveSHillion for the year ended December 31, 2009narease of $20.4 billion compared to net
losses from investment activities of $12.9 billfon the year ended December 31, 2008. The inclieaset gains (losses) from investment
activities from the prior period was primarily @itable to net unrealized gains of $7.8 billiosuking primarily from increases in the market
value of our investment portfolio during 2009 comgzhto net unrealized losses of $13.2 billion dy2008. This change in net unrealized
gains and losses resulted in a net favorable vagianunrealized investment activity from the piperiod of $21.0 billion. Offsetting the
increase in unrealized gains (losses) was reaizatttivity that represented a net loss for 2009008 billion compared with a net gain of
$0.3 billion for 2008, which resulted in a net wdeable variance in realization activity from thieop period of $0.6 billion. The majority of
our net gains (losses) from investment activitiesralated to our private equity investments. Tdikwing is a summary of the components of
net gains (losses) from investment activities:

Year Ended December 31

2009 2008
($ in thousands)

Realized Gain $ 39331 $ 446,85t
Unrealized Losses from Sales ¢

Investments and Realization

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

Investments and Realization

Losses(b 683,69¢ 101,40:
Unrealized Gains from Changes

Fair Value 9,831,34. 2,681,71.
Unrealized Losses from Chanc

in Fair Value (2,196,78)  (15,635,76)
Net Gains (Losses) frol

Investment Activities $ 7,505,000 $ (12,944,72)

(@  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 realorati
events where such losses become real
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Dividend Income

Dividend income was $186.3 million for thear ended December 31, 2009, an increase of $iili@n compared to dividend income of
$75.4 million for the year ended December 31, 2@&. dividends are generally earned in connectidh sales of significant operations
undertaken by our portfolio companies resultingvailable cash that is distributed to our privajeigy funds. During the year ended
December 31, 2009, we received $179.2 million eiddinds from two portfolio companies and an aggieegé $7.1 million of comparatively
smaller dividends from other investments.

Interest Income

Interest income was $142.1 million for tfear ended December 31, 2009, an increase of $iiflién, or 9.7%, from the year ended
December 31, 2008. The increase primarily reflaotincrease of $38.1 million at one of our fixeddme vehicles resulting from a higher
average level of debt investments during the pef@ftsetting this increase was (i) a decrease 8f%million at the KPE Investment
Partnership due to a decrease in interest incoeldiyg investments, (ii) a $2.0 million decreaseassult of the exclusion of the general
partners of the 1996 Fund in the fourth quarte2@ff9, which interests were not contributed to thRKGroup Partnerships in connection with
the Transactions, and (iii) a $3.7 million decreaseur management companies and private equitysfuesulting from lower average cash
balances.

Interest Expens

Interest expense was $79.6 million forykar ended December 31, 2009 a decrease of $4Bidhmor 36.6%, from the year ended
December 31, 2008. Average outstanding borrowieggined unchanged from the year ended Decemb@088, however the weighted
average interest rate was lower during the yeae@mecember 31, 2009 as compared to the priorpeyéard.

Income (Loss) Before Tax

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

Net Income (Loss) Attributable to Noncontrollingeirests in Consolidated Entiti

Net income attributable to noncontrollimgeirests in consolidated entities was $6.1 bilfarthe year ended December 31, 2009, an
increase of $18.0 billion compared to net losstattable to noncontrolling interests in consolidbéatities of $11.9 billion for the year ended
December 31, 2008. The increase primarily reflaber income attributable to noncontrolling int&tee which were driven by the overall
changes in the components of net gains (lossey) ifteestment activities described above.
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Assets Under Manageme

The following table reflects the changesim assets under management from December 31,t8@&ember 31, 2009:

December 31, 2008 AU! $ 48,450,70
Exclusion of KPE(a (3,577,000
New Capital Raise 2,099,60!
Distributions (2,808,601
Investor Redemptior (634,700)
Change in Valu 8,674,20!

December 31, 2009 AU! $ 52,204,20

(@) The assets under management reported prior tortiresdctions reflected the NAV of KPE and its
commitments to our funds. Subsequent to the Traioses the NAV of KPE and its commitments to our
funds are excluded from our calculation of assatiet management, because these assets are now owne:
by us and no longer managed on behalf of a-party investor

AUM was $52.2 billion at December 31, 2088,increase of $3.7 billion, or 7.6%, compare48.5 billion at December 31, 2008. The
increase was primarily attributable to $8.7 billiomet unrealized gains resulting from changahémarket value of our private equity
portfolio companies and fixed income investmenticiels, as well as $2.1 billion of new capital raise our private equity funds and separa
managed accounts. The net unrealized investmems$ gabur private equity funds were driven by netealized gains of $2.7 billion,
$1.7 billion, $0.8 billion, $0.8 billion and $0.4llon in our 2006 Fund, Millennium Fund, EuropeBand 1, European Fund and Asian Fund,
respectively, with all other private equity fundsaarecording net unrealized gains during the pkriecreased valuations in many of our
portfolio companies, which were primarily relatedooth improvements in market comparables and iddal company performance, coupled
with an overall improvement in global markets, wire main contributors to the unrealized investngats. Net unrealized gains in our
separately managed accounts, fixed income investfueds and structured finance vehicles were $illio, $0.3 billion and $0.2 billion,
respectively and were driven by improvements inaberall credit markets. Our investment portfolios KFN, the Strategic Capital Funds, ¢
our separately managed accounts primarily consift@d/estments in corporate debt investmentsyigidlg leveraged loans and high yield
bonds, with both asset classes experiencing mbpeitg appreciation in the fiscal year ended Deoein81, 2009. This increase was partially
offset by distributions totaling $2.8 billion, wiiéncluded $2.0 billion from our fixed income inegent vehicles due to the restructuring of a
structured finance vehicle and $0.8 billion front puvate equity funds (comprised of $0.5 billiohrealized gains and $0.3 billion of return of
original cost), as well as $0.6 billion of capitaturned to investors in redemptions from one offoxed income funds. In addition, the change
in AUM from December 31, 2008 included a $3.6 billireduction representing the exclusion of the N®X\\KPE and its commitments to our
funds.
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Fee Paying Assets Under Managermr

The following table reflects the changesim fee paying assets under management from Demredih 2008 to December 31, 2009:

December 31, 2008 FPAU $ 43,411,80
Exclusion of KPE(a (3,238,501
New Capital Raise 2,009,00!
European Fund IlI/E2 Investo (571,600
Distributions (325,05%)
Investor Redemptior (634,700
Change in Valu 2,128,85

December 31, 2009 FPAU $ 42,779,80

€) The fee paying assets under management repord@ithe Transactions reflected the NAV of KPE.
Subsequent to the Transactions, the NAV of KPExidugeled from our calculation of fee paying assets
under management, because these assets are nod loyvas and are no longer managed on behalf of a
third-party investor

FPAUM was $42.8 billion at December 31, 208 decrease of $0.6 billion, or 1.4%, compared4®.4 billion at December 31, 2008. The
decrease was primarily attributable to a $3.2dillieduction representing the exclusion of the N&*\KPE and its commitments to our
investment funds. In addition, the change in FPAlbbluded investor redemptions from one of our fixecbme funds of $0.6 billion,
distributions of $0.3 billion primarily represengithe reduction of fee paying invested capital eiséed with realization activity in our private
equity funds, and $0.6 billion related to committegbital that was transferred from a fee payingaia equity fund (European Fund Ill) to a
non-fee paying private equity fund (E2 InvestoEs).Investors was created to make followinvestments in current European Fund Il por
companies. The primary use of capital is intenaeidhprove such companies' capital structures. Weted to create a new fund for these
follow-on investment opportunities, rather than imgkthese investments through our existing Europeamte equity fund with uncalled
commitments (European Fund IlIl), so that EuropeamdH| investors would have the opportunity to mdpate in the fund and avoid having
their ownership interests in European Fund Il mtigfcompanies diluted by the follow-on investmenislight of the economic environment
that existed in 2009 when E2 Investors was raiggdyell as the nature of the investments thatuhd fvould be making (exclusively folloan
investments in existing European Fund Il portf@@mpanies), as an inducement, we structured EzZtorsewithout a management fee and
allowed European Fund Il investors, many of whae hlso invested in European Fund I, to transfeoréion of their uncalled commitments
from European Fund lll to E2 Investors. The deaesas FPAUM described above were partially offge$B.1 billion in net unrealized gains
primarily resulting from changes in the market eabf our fixed income investment vehicles, and lesser extent foreign exchange
adjustments on foreign denominated committed awelsited capital, as well as new capital raised dd $lion in our private equity funds and
separately managed accounts. For additional digsus$ our funds and other investment vehiclesapéesee "Business."

Uncalled Commitments

As of December 31, 2009, our investmentifunad $14.5 billion of remaining uncalled commitrisethat could be called for investmer
new transactions.
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Year ended December 31, 2008 compared to year ebdegmber 31, 2007
Fees

Fees were $235.2 million for the year enDedember 31, 2008, a decrease of $627.1 millioi20/%, from the year ended Decembe
2007. The decrease was primarily due to a $641llBmiecrease in transaction fees, from $683.lionilto $41.3 million for the years ended
December 31, 2007 and 2008, respectively, reflgaidecrease in transaction-fee generating prequtéy investments during the period.
During the year ended December 31, 2008, we costpleur transaction-fee generating transactions witombined transaction value of
$4.5 billion compared to thirteen transaction-feagrating transactions with a combined transacsténe of $141.6 billion during the year
ended December 31, 2007. Transaction fees areiatgbseparately for each completed transactioedas the services that we provide and
will also vary depending on the nature of the itnent being made. In addition, management and thaefees relating to KFN decreased
$27.9 million primarily as a result of adverse dredarket conditions. During the first, second dmidd quarters of 2007, we earned incentive
fees from KFN totaling $17.5 million whereas in 80 such fees were earned due to KFN's finaneidbpmance not exceeding certain
required benchmarks. Offsetting these decreases\$d4.8 million increase in monitoring fees priityareflecting an increase in the average
monitoring fee received as well as the receipt obarecurring $15.0 million advisory fee from one ofr qortfolio companies. During the ye
ended December 31, 2008, we had 33 portfolio compahat were paying an average fee of $3.0 milllmmpared with 40 portfolio
companies that were paying an average fee of $illidmduring the year ended December 31, 2007.

Expense:

Expenses were $418.4 million for the yeatezl December 31, 2008, a decrease of $22.5 mibioh.1%, from the year ended
December 31, 2007. The decrease was primarilya@ac<b63.6 million decrease in employee compensatimhbenefits resulting from a
decrease in incentive compensation in connectiti ver bonuses in 2008 reflecting less favoralvierall financial performance of our
management companies when compared to the primdpeffset by increases relating to the hiringadtlitional personnel after December 31,
2007 in connection with the expansion of our busin®©ffsetting this decrease is the net impadi@fdllowing: (i) an increase in other
operating expenses of $43.2 million primarily agsult of an increase in expenses in connectiom thigé overall growth of our existing
businesses; (ii) an increase in occupancy chargg$04 million reflecting the opening of new offie in Beijing, Sydney, Houston and
Washington, D.C. subsequent to December 31, 200iekss an increase in existing office space, @ndc decrease in transaction related
expenses of $12.5 million attributable to unconsateu transactions during the period, from $40.Tionilto $28.2 million for the years ended
December 31, 2007 and 2008, respectively, reflgaislowdown in the overall level of investmentivaty during the period.

Net Gains (Losses) from Investment Activi

Net losses from investment activities wt@.9 billion for the year ended December 31, 2@08¢crease of $14.1 billion compared to net
gains from investment activities of $1.1 billiorr five year ended December 31, 2007. The overaledse in net gains (losses) from investr
activities from the prior period was primarily dttable to a net decrease in changes in unreajjaed (losses) of $12.8 billion resulting
primarily from decreases in the market value ofiouestment portfolio and to a lesser extent aidedh net realized gains of $1.3 billion
resulting primarily from a lower level of realizati activity during the period. Substantially allafr net gains (losses) from investment
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activities are related to our private equity inmesnts. The following is a summary of the componeifitset gains (losses) from investment
activities:

Year Ended December 31

2008 2007
($ in thousands)

Realized Gain $ 446,85¢ $ 1,885,56:
Unrealized Losses from Sales

Investments and Realization

Gains(a) (345,47)  (1,709,60)
Realized Losse (193,44¢) (328,46.)
Unrealized Gains from Sales of

Investments and Realization

Losses(b 101,40: 255,72(
Unrealized Gains from Changes

Fair Value 2,681,71. 4,732,091
Unrealized Losses from Chanc

in Fair Value (15,635,76)  (3,723,74)
Net Gains (Losses) fro

Investment Activities $ (12,944,72) $ 1,111,57

(@ Amounts represent the reversal of previously retzagt
unrealized gains in connection with realizationrésevhere
such gains become realized.

(b)  Amounts represent the reversal of previously retzag
unrealized losses in connection with realizatioergs where
such losses become realiz

Dividend Income

Dividend income was $75.4 million for theay ended December 31, 2008, a decrease of $61dhnor 89.9%, from the year ended
December 31, 2007. Our dividends are generallyeebim connection with sales of significant openasiondertaken by our portfolio compar
resulting in available cash that is distribute@tw private equity funds. During the year endedddeloer 31, 2008, we received $74.2 millior
dividends from two portfolio companies and an aggte of $1.2 million of comparatively smaller digittls from other investments. During
year ended December 31, 2007, we received $71Midmof dividends from eight portfolio companiescaan aggregate of $29.8 million
comparatively smaller dividends from four portfoiompanies.

Interest Income

Interest income was $129.6 million for tlear ended December 31, 2008, a decrease of $88dhnor 40.8%, from the year ended
December 31, 2007. The decrease primarily refled@83.7 million decrease in interest income eamexdir Public Markets segment that was
attributable to the deconsolidation, during theoselcquarter of 2007, of one of the structured foeawehicles that we manage as well as a
decrease of $66.6 million in interest income earfine@oh cash management activities at the KPE InvestrRartnership following the
deployment of a greater percentage of its cashvestments. Cash management activities resultitgaar cash balances at our management
companies resulted in a decrease in interest inadi$ié.3 million. Offsetting these decreases wapedases in income earned from cash
management activities at our private equity funid$4®.3 million.

Interest Expens

Interest expense was $125.6 million forybar ended December 31, 2008, an increase of $38i@n, or 45.6%, from the year ended
December 31, 2007 and average outstanding borrewirege $2.2 billion and $1.5 billion for the yearsled December 31, 2008 and 2007,
respectively. The increase was primarily attribledb increased borrowings at the KPE Investmenin@eship and leveraged structures used
by the KPE Investment Partnership and our privetéte funds to enhance returns on certain asseistvdollectively resulted in the
recognition of $61.2 million of additional
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interest expense. In addition, interest expenseased at our management company and capital rmdridsiness by $9.8 million. This increase
was due primarily to an increase in borrowingshatrnanagement company resulting in an additiondl 8fillion in interest expense as well as
the amortization of deferred financing costs inedrin connection with credit agreements enteremlimearly 2008 of $4.7 million. These
increases were offset by a decrease of $31.7 milfi@ur Public Markets segment resulting primafityn the deconsolidation, during the
second quarter of 2007, of one of the structuneanfte vehicles that we manage.

Income (Loss) before Tax

Due to the factors described above, logsrbg¢axes was $13.0 billion for the year endedeDaer 31, 2008, a decrease of $15.5 billion
compared to income before taxes of $2.4 billiontfa year ended December 31, 2007.

Net (Loss) Income Attributable to Noncontrollingelrests

Net (loss) income attributable to noncoltitrg interests was $11.9 billion for the year edd@ecember 31, 2008, a decrease of
$13.4 billion compared to income attributable tmeoantrolling interests of $1.6 billion for the yesmded December 31, 2007. The decrease
primarily reflects net loss attributable to nongoliing interests, which were driven by the overdibnges in the components of net gains
(losses) from investment activities described above

Assets Under Manageme

The following table reflects the changesim assets under management from December 31,t8@&cember 31, 2008:

December 31, 2007 AUI $ 53,215,70
New Capital Raise 11,075,00
Distributions (605,53))
Change in Valu (15,234,46)

December 31, 2008 AUI $ 48,450,70

AUM was $48.5 billion as of December 31080a decrease of $4.7 billion, or 8.8%, from Deloen81, 2007. The decrease was due
primarily to $12.7 billion of net unrealized lossesulting from changes in the market values ofpthiéfolio companies in our Private Markets
segment, a $2.5 billion decrease in capital refatinone fixed income fund and certain structuradrfce vehicles that we manage, and
$0.6 billion of distributions from our traditionptivate equity funds comprised of $0.5 billion eftized gains and $0.1 billion of original cost.
The net unrealized investment losses in our priegtaty funds were driven by net unrealized logsde®3.4 billion, $3.0 billion, $2.6 billion,
and $1.0 billion in our 2006 Fund, European Fund/illennium Fund, and European Fund, respectivahgd $1.6 billion in KPE. All other
private equity funds also recorded net unrealipsdés during the period. Decreased valuations iyrobour portfolio companies, in the
aggregate, which were impacted by decreases inaheoknparables and individual company performacaepled with global economies that
were in recession, were the main contributors ¢outfirealized investment losses. Net unrealizee$ossour specialty finance company, fixed
income funds and separately managed accounts We3eéiflion, $0.8 billion and $0.3 billion, respaetly. Our managed entities held
investments in corporate debt investments, inclyitweraged loans and high yield bonds, which égpeed material price deterioration in the
fiscal year ended December 31, 2008. These desrease offset by the formation of the European Riinavhich received $6.4 billion of
capital commitments from fund investors during 2@08 a $4.6 billion increase associated with chpitnaged on behalf of third party
investors in our Public Markets segment.
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Fee Paying Assets Under Managermr

The following table reflects the changesim fee paying assets under management from Demredih 2007 to December 31, 2008:

December 31, 2007 FPAU $ 39,862,16
New Capital Raise 8,775,00!
Distributions (755,38)
Change in European Fund Il Fee B (272,659
Change in Valu (4,197,32)

December 31, 2008 FPAU $ 43,411,80

FPAUM was $43.4 billion as of December 3008, an increase of $3.5 billion, or 8.8%, froncBmber 31, 2007. The increase was due
primarily to capital commitments from the formatiohour European Fund Ill, which received $6.1ibillof fee paying capital commitments
from fund investors during 2008, as well as $2Ifdoi associated with capital managed on behathwtl party investors in our Public Markets
segment. This increase was partially offset by $lllibn of net unrealized losses resulting prirhafiom changes in the NAV of KPE due to
changes in the market value of our underlying pge\equity portfolio companies, a $2.4 billion dexge resulting from changes in the market
value of our fixed income investment vehicles, risttions of $0.8 billion primarily representingetiheduction of fee paying invested capital
associated with realization activity in our privaguity funds, and a $0.3 billion reduction in éee base due to the European Fund Il moving
from its investment period to its post-investmeattipd. FPAUM is based on committed capital during investment period, which for the
European Fund Il amounted to $5,750.8 million. Bgrihe post-investment period, FPAUM is based wrsted capital. Due to realizations
during the investment period, which reduced invéstpital by $272.7 million, FPAUM decreased by shene amount once this fund entered
the post-investment period. For additional disaussif our funds and other investment vehicles,qdesee "Business."

Segment Analysis

The following is a discussion of the resulf our three reportable business segments fahtke months ended March 31, 2009 and 2010
and the years ended December 31, 2007, 2008 ar®d 2060 should read this discussion in conjunctidtihhe information included under "—
Basis of Financial PresentatiorBegment Results" and the consolidated and comlfimeckcial statements and related notes includezidisre
in this prospectus.
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Private Markets Segmer

The following tables set forth informaticegarding the results of operations and certaindggrating metrics for our Private Markets
segment for the years ended December 31, 2007,&@D2009, and the three months ended March 3B 200 2010.

Three Months Ended
Year Ended December 31, March 31,
2007 2008 2009 2009 2010

Feecs
Management and
Incentive Fees
Management Fer $ 258,32! $ 396,39: $ 415,207 $ 103,80: $ 98,16(
Incentive Fee — — — — —
Total
Management
and Incentive
Fees 258,32! 396,39 415,20° 103,80: 98,16(

Net Monitoring ant
Transaction
Fees:
Monitoring Fees 70,37( 97,25¢ 158,24 21,96( 22,53
Transaction Fee 683,10( 23,09¢ 57,69¢ — 25,11«
Total Fee Credit (230,64() (12,699 (73,900 (1,722 (20,07

Net Transactiol
and
Monitoring
Fees 522,83( 107,65¢ 142,04: 20,23¢ 37,56¢
Total Fees 781,15! 504,04 557,24¢ 124,04( 135,72¢
Expense:
Employee
Compensation
and Benefits 177,95 135,20 147,80: 36,39¢ 40,841
Other Operating
Expense: 186,81: 212,69: 169,35 39,43 38,67
Total Expense 364,76¢ 347,89¢ 317,15¢ 75,82¢ 79,517
Fee Relatel
Earnings 416,38 156,15: 240,09: 48,211 56,21
Investment Incom
Gross Carriet

interest 305,65¢ (1,197,38) 826,19: (69,125 322,84(
Less: Allocatior
to KKR carry
pool (18,17¢) 8,15¢ (57,97) (1,006€) (99,23))
Less:
Management
fee refunds (26,799 29,61 (22,720 — (83,740
Net carriec
interest 260,68: (1,159,62) 745,50: (70,13) 139,86
Other investmen
income (loss 97,94* (230,057 128,52¢ (25,470 (2,599
Total
Investment
Income 358,62 (1,389,67) 874,03( (95,60)) 137,27:

Income (Loss)

before Income

(Loss)

Attributable

to Noncontrolling

Interests 775,01 (1,233,52) 1,114,12. (47,390 193,49(
Income (Loss)

Attributable to

Noncontrolling

Interests — — 497 — (250

Economic Ne




Income

Assets Unde
Management
(period end

Fee paying assets
under
management
(period end’

Committed Dollars
Investec

Uncalled
Commitments
(period end’

$ 775,01«

$ (1,233,52) $ 1,113,62.

$ (47,390 $ 193,74(

$ 42,234,80

$ 35,283,70 $ 38,842,90

$ 35,005,00 $ 40,943,10

$ 35,881,26

$ 39,244,70 $ 36,484,40

$ 40,280,50 $ 35,901,90

$ 14,854,20

$ 3,168,800 $ 2,107,70

$ 18,00 $  995,50(

$ 11,530,41

$ 14,930,14 $ 13,728,10

$ 14,825,08 $ 12,844,30
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Three months ended March 31, 2010 compared to thmenths ended March 31, 2009
Fees

Fees in our Private Markets segment weB5¥1million for the three months ended March 311.@, an increase of $11.7 million, or 9.
from the three months ended March 31, 2009. Theease was primarily due to a $25.1 million increiasgross transaction fees, reflecting an
increase in transaction-fee generating investndunisg the period. During the first quarter of 2@h@re were four transaction fee generating
investments with a combined transaction value o6 $i#llion. There were no transaction fee genegpiitvestments during the first quarter of
2009. Transaction fees are negotiated separatebafth completed transaction based on the sertfiaesve provide and also vary depending
on the nature of the investment being made. Thease in gross transaction fees was partially bfgen increase of $8.4 million in credits
earned by limited partners under fee sharing agaragts in our private equity funds due primarilyhe increase in transaction fees. In
addition there was a $5.6 million decrease in mamamnt fees which was due primarily to the net tesfuhe following: (i) an $8.2 million
decrease in management fees associated with thesexcof fees earned from KPE in the first quade2010 as a result of the Combination
Transaction on October 1, 2009; (ii) an increas$68 million associated with a reduction in waivednagement fees and (iii) a decrease of
$3.1 million relating to fee paying capital thatsmaansferred from a fee paying private equity f@dropean Fund Ill) to a non-fee paying
private equity fund (E2 Investors) subsequent &fittst quarter of 2009. The remainder of the daseen management fees is due primarily
reduction in fee paying capital at our private ¢géinds in connection with realization activity.

Expense:

Expenses were $79.5 million for the thremnths ended March 31, 2010, an increase of $3libmibr 4.9%, from the three months en
March 31, 2009. The increase was primarily due $d4.4 million increase in employee compensationtzertkfits which was due to the net
effect of the following: (i) an $5.7 million increa in salaries and other benefits reflecting thiadniof additional personnel in connection with
the expansion of our business as well as the iriud salaries relating to our senior principa<010 (in the prior period, such salaries were
reflected as capital distributions as a resultpdrating as a private partnership prior to the 3aations), and (ii) a $1.3 million decrease in
incentive compensation due to the net effect @duction in accrued bonuses in 2010 as a resabrtdin of our most senior employees
receiving compensation in the form of distributidrem KKR Holdings subsequent to the Transactiomshe prior period, such compensation
was borne by KKR), partially offset by higher expetcompensation for other employees in 2010 rieguftom improved financial
performance of our private markets management cogpene remainder of the increase in expensedrizapity the result of the net impact of
the following: (i) a $1.4 million increase in opérgy expenses relating to the inclusion of addaiarperating expenses in 2010 that were
previously incurred by KPE in 2009; (ii) an increas occupancy costs of $0.7 million primarily esfling the opening of new offices
subsequent to March 31, 2009, and (iii) a $2.8iomltecrease in fund expenses primarily attribetabldecreases in expenses associated with
travel in connection with the monitoring and adrsiration of our private equity portfolio.

Fee Related Earninc

Due primarily to the increase in fees arglemses described above, fee related earnings iRroxate Markets segment were $56.2 million
for the three months ended March 31, 2010, an asgref $8.0 million, or 16.6%, from the three merghded March 31, 2009.

Investment Incom

Investment income was $137.3 million fog tfuarter ended March 31, 2010, an increase of. $28®%ion compared to investment losses
of $95.6 million for the quarter ended March 31020For the quarter ended March 31, 2010, investinenme (loss) was comprised of (i) net
carried interest of $139.9 million and (ii) othavéstment loss of $2.6 million which was compripeidharily
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of foreign exchange losses. The following tablesprgs the components of net carried interest ®gtrarter ended March 31, 2010 and 2009.

Three Months Ended

March 31,
2010 2009
Net Realized Gains (Losse $ 33,300 $ —
Net Unrealized Gains (Losse 224,69¢ (69,239
Dividends and Intere: 64,83¢ 112
Gross carried intere 322,84( (69,125
Less: Allocation to KKR carry poc (99,23)) (1,00€)
Less: Management fee refur (83,740 —
Net carried interes $ 139,86° $ (70,13

Net realized gains (losses) for the threatims ended March 31, 2010 consists of the paials of Eastman Kodak Company and Avago

Technologies Limited. There were no realized géimsses) during the three months ended March 319.20

The following table presents net unrealigaths (losses) of carried interest by fund forttiree months ended March 31, 2010 and 2009.

Three Months Ended

March 31,
2010 2009

2006 Func $ 81,25. $ (33,369
Millennium Fund 38,55 (23,999
Asian Func 40,29: —
European Fun 35,52: (8,14¢)
Cca-Investment Vehicle 29,04¢ 6,481
KKR E2 Investors (Annex Func 31
1996 Fund(a — (10,219

Total(a) $ 224,69¢ $ (69,23)

(@)

The above table excludes any funds for which there no unrealized gains (losses) of carried istataring either of the periot
presented. For the three months ended March 30, &0d 2009, these excluded funds were the Europead || and European
Fund Ill. In addition, subsequent to the Transaxtjadhe 1996 Fund was no longer included in ourltesand therefore no unrealized
gains (losses) of carried interest attributablh#1996 Fund are included for the three monthe@mdiarch 31, 2010.

For the three months ended March 31, 28fproximately 30% of unrealized gains were attablg 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 unrealized gains, with the largestributors being Alliance Boots GmbH (healthcseetor), East Resources, Inc. (energy
sector), The Nielsen Company B.V. (media sectod) M| Holdings Limited (technology sector). The irased valuations, in the aggregate,

generally related to both improvements in marketgarables and individual company performance.

For the three months ended March 31, 28pproximately 50% of unrealized losses were attaible to decreased share prices of various
publicly held investments, the most significantadfich were Legrand Holdings S.A. (ENXTPA: LR), Ressod Holdings, Inc. (NYSE: ROC)
and Sealy Corporation (NYSE: ZZ). Our private palitf contributed the remainder of the unrealizessks, the most significant of which were
Legg Mason, Inc. (financial services sector), Harrirdernational Industries, Inc. (consumer prodsetstor), Aricent Inc. (technology sector),

Capmark Financial Group Inc. (financial servicestsg, and SunGard Data Systems, Inc. (technolegtos). These
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unrealized losses on privately held investmenteweartially offset by significant unrealized gaatdHCA Inc. (healthcare sector) and Avago
Technologies Limited (technology sector). The daseel valuations, in the aggregate, generally eklateleterioration in market comparables
and to a certain extent individual company perforoga

Dividend income for the three months enliedich 31, 2010 consists primarily of dividends earfrom HCA, Inc. The amount of carried
interest earned during the first quarter of 201tfiose funds and vehicles eligible to receiveiedrinterest amounted to $241.9 million, of
which the carry pool was allocated approximatel94fith the remaining 60% allocated to KKR Group #iogs and KKR Holdings based on
their respective ownership percentages. The dezigasther investment loss of $22.9 million relgtesnarily to the exclusion of investment
gains and losses on capital invested by or on beh#ie general partners of our private equitydsiin 2010. In connection with the
Transactions on October 1, 2009, all capital i@ $ty or on behalf of the general partners of esivape equity funds was retained, and was
contributed to the KKR Group Partnerships. Accogliinreturns on such invested capital are not ibetlin our private markets segment
information for periods subsequent to October D®X8nd as such are not included in our segmenitsdeuthe three months ended March 31,
2010.

Economic Net Income (Los

Economic net income in our Private Marlsggment was $193.7 million for the three monthsedrdarch 31, 2010, an increase of
$241.1 million compared to an economic net los$43f.4 million for the three months ended MarchZ109. The increased investment income
described above was the main contributor to thevgever period increase in economic net income.

Assets Under Manageme

The following table reflects the changesim Private Markets AUM from December 31, 2000@&rch 31, 2010.

December 31, 2009 AU! $ 38,842,90
New Capital Raise 357,50(
Distributions (593,200)
Foreign Exchang (225,700
Change in Valut 2,561,60!

March 31, 201( $ 40,943,10

AUM in our Private Markets segment was $4tillion at March 31, 2010, an increase of $2llidm, or 5.4%, compared to $38.8 billion
at December 31, 2009. The increase was primatifjoatable to $2.6 billion of net unrealized gamesulting from changes in the market val
of our portfolio companies, as well as $0.4 billiamew capital raised relating primarily to outural resources initiative. The net unrealized
investment gains in our private equity funds weieah by net unrealized gains of $0.9 billion, $6iion, $0.3 billion, $0.3 billion, and
$0.2 billion in our 2006 Fund, Millennium Fund, Bpean Fund Il, European Fund and Asian Fund, réispc All other private equity funds
recorded net unrealized gains during the perioghréximately one-third of the change in value fag three months ended March 31, 2010 was
attributable to increased share prices of variaugigly held investments, notably Legrand Holdirgyd. (ENXTPA: LR), Dollar General
Corporation (NYSE: DG) and Avago Technologies LadifNYSE: AVGO). Our private portfolio contributélte remainder of the change in
value, with the largest contributors being unresaligains relating to HCA Inc. (healthcare sectljance Boots GmbH (healthcare sector)
East Resources, Inc. (energy sector). These uredaljains were partially offset by an unrealizess Igelating to Energy Future Holdings Corp.
(energy sector). The increased valuations in tlyeeate, generally related to both improvementaanket comparables and individual
company performance, coupled with an overall improent in global markets. This increase was partafset by distributions from our fun
totaling $0.6 billion comprised of $0.5 billion ofalized gains and $0.1 billion of return of
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original cost, as well as $0.2 billion related todign exchange adjustments on foreign denomiraiednitments to our funds.
Fee Paying Assets Under Managen

The following table reflects the changesim Private Markets FPAUM from December 31, 2008March 31, 2010:

December 31, 2009 FPAU $ 36,484,40
New Capital Raise 350,00(
Distributions (653,300)
Foreign Exchang (293,400
Change in Valu 14,20(

March 31, 2010 FPAUN $ 35,901,90

FPAUM in our Private Markets segment waS.8dillion at March 31, 2010, a $0.6 billion dezse, or 1.6%, compared to $36.5 billiot
December 31, 2009. The decrease was primarilyatable to distributions of $0.7 billion primarifgpresenting a reduction of capital
associated with realization activity and to a legsgent a $0.3 billion decrease from foreign exgwadjustments on foreign denominated
commitments to our funds. These decreases weralpadffset by new capital raised of $0.4 billioglating primarily to our natural resources
initiative. For additional discussion of our prigaquity funds and other Private Markets investreehtcles, please see "Business."

Committed Dollars Invested

Committed dollars invested were $1.0 hillfor the three months ended March 31, 2010, arase of $1.0 billion from the three months
ended March 31, 2009. The increase was due printardn increase in both the size and transactdtunve of private equity investments
closed during the first quarter of 2010 as compavritld the first quarter of 2009.

Uncalled Commitments

As of March 31, 2009, our Private Marketgreent had $12.8 billion of remaining uncalled tagiommitments that could be called for
investment in new transactions.

Year ended December 31, 2009 Compared to Year ebdegmber 31, 2008
Fees

Fees in our Private Markets segment web¥ $million for the year ended December 31, 2@®0increase of $53.2 million, or 10.6%,
from the year ended December 31, 2008. The incwasegrimarily due to a $34.4 million increase @t transaction and monitoring fees.
Transaction fees are negotiated separately for eatipleted transaction based on the services thgtrowvide and will also vary depending on
the nature of the investment being made. The iser@anet transaction and monitoring fees was pilynéne result of (i) an increase in gross
transaction fees of $34.6 million reflecting anrgsse in transaction-fee generating private eguovtgstments during the period (we completed
twelve transaction-fee generating transactions witombined transaction value of $5.1 billion iD2@ompared to four transaction-fee
generating transactions in 2008 with a combineastation value of $4.5 billion); (ii) an increasegross monitoring fees of $61.0 million
reflecting the net impact of an increase of $72illan relating to fees received for the terminatiof monitoring fee contracts in connection
with public equity offerings of two of our portfolicompanies and a net $11.2 million decrease mreeeived from certain portfolio compar
due primarily to a decline in the number of potiicilompanies paying a monitoring fee and a lowerage fee received; and (iii) an increas
credits earned by limited partners under fee shamangements in our private equity funds of $édillon due to the increase in transaction
and monitoring fees. During the year ended Decer@beR009, excluding one-time fees received froetdrmination of monitoring fee
contracts, we had 30 portfolio companies that vpangng an average monitoring fee of $2.9 million,
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compared with 33 portfolio companies that were pgyin average fee of $3.0 million during the yeuatesl December 31, 2008. In addition
there was an $18.8 million increase in managenes# Which was primarily the result of a full ye&fees associated with the European Ili
fund which began earning fees in the second quaft2008.

Expense:

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

Fee Related Earninc

Due primarily to the increase in fees dibsat above, fee related earnings in our Privatektarsegment were $240.1 million for the year
ended December 31, 2009, an increase of $83.9miltir 53.7%, from the year ended December 31,.2008

Investment Income (Los

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

Year Ended
December 31,
2009 2008
Net Realized Gains (Losse $ (44,130 $ 67,70¢
Net Unrealized Gains (Losse 835,02¢ (1,279,35)
Dividends and Intere! 35,30: 14,26:
Gross carried intere 826,19: (1,197,38)
Less: Allocation to KKR carry poc (57,97 8,15¢
Less: Management fee refur (22,720 29,61
Net carried interes $ 745,50 $ (1,159,62)

Net realized gains (losses) for the yealedrDecember 31, 2009 consists primarily of théeaoff of our investment in Masonite
International, Inc., offset by realized gains oitiah public offerings of Avago Technologies Limitend Dollar General Corporation. Net
realized gains (losses) for the year
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ended December 31, 2008 consists primarily of dréig sale of Rockwood Holdings, Inc. and the sdlBemag Holdings Sarl.

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

Year Ended
December 31,
2009 2008
Millennium Fund $ 380,05¢ $ (512,56
2006 Func 203,76: (305,449
European Fun 123,83 (268,88")
Co-Investment Vehicle 57,18: 3,244
1996 Fund(a 47,77 (145,08%)
Asian Func 22,42 —
European Fund | — (50,61¢)
Total(a) $ 835,02¢ $ (1,279,35)

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

For the year ended December 31, 2009, appately 40% of unrealized gains were attributabléncreased share prices of various
publicly held investments, the most significantdfich were Legrand Holdings S.A. (ENXTPA: LR), Awagechnologies Limited
(NYSE: AVGO), Sealy Corporation (NYSE: ZZ) and Realod Holdings, Inc. (NYSE: ROC). Our private poliocontributed the remainder
of the unrealized gains, the most significant ofalihwere HCA Inc. (healthcare sector), KKR Debtdators S.A.R.L. (financial services
sector), and Alliance Boots GmbH (healthcare s¢cboraddition, there was a significant unrealigaih due to the reversal of a previously
recognized unrealized loss in connection with thiéesoff of our investment in Masonite Internatibiac. (manufacturing sector) where the
loss became realized. The increased valuatiortbgiaggregate, generally related to both improvésiermarket comparables and individual
company performance.

For the year ended December 31, 2008, appately 40% of unrealized losses were attributabldecreased share prices of various
publicly held investments, the most significantdfich were Legrand Holdings S.A. (ENXTPA: LR), Reatod Holdings, Inc. (NYSE: ROC)
and Sealy Corporation (NYSE: ZZ). Our private palitf contributed the remainder of the unrealizesss, the most significant of which were
Capmark Financial Group Inc. (financial servicestsg, PagesJaunes Groupe S.A. (media sectorgnski Boots GmbH (healthcare sector),
and ProSieben SAT.1 Media AG (media sector). Theedsed valuations, in the aggregate, generaliyelto deterioration in market
comparables and to a certain extent individual camggperformance.
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Dividend income for the year ended Decen®31er2009 consists primarily of dividends earnexrfiDollar General Corporation and
Legrand Holdings S.A. Dividend income for the yeaded December 31, 2008 consists primarily of @iwits earned from Legrand
Holdings S.A. The amount of carried interest eamh@dng the fourth quarter of fiscal year 2009 tlwwse funds and vehicles eligible to receive
carried interest amounted to $92.3 million of whibh carry pool will be allocated 40% and the remmy 60% allocated to KKR Group
Holdings and KKR Holdings based on their respectwaership percentages. The increase in other timesg income of $358.6 million from
the year ended December 31, 2008 is primarily dwsntincrease in net unrealized gains from inceasthe market value of capital invested
by or on behalf of the general partners of ouratevequity funds.

Economic Net Income (Los

Economic net income in our Private Markeigment was $1.1 billion for the year ended Decer@dbge2009, an increase of $2.3 billion
compared to economic net loss of $1.2 billion far year ended December 31, 2008. The increasestingat income described above was the
main contributor to the period over period incre@seconomic net income.

Assets Under Manageme

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

December 31, 2008 AUl $ 35,283,70
Exclusion of KPE(a (3,514,401
New Capital Raise 683,30(
Distributions (808,601()
Change in Valu 7,198,90!

December 31, 2009 AUI $ 38,842,90

(a)  The assets under management reported prior tortiresactions reflected the NAV of KPE and its
commitments to our funds. Subsequent to the Traioses the NAV of KPE and its commitments to our
funds are excluded from our calculation of assatiet management, because these assets are now owne
by us and no longer managed on behalf of a-party investor

AUM in our Private Markets segment was 834dllion at December 31, 2009, an increase of $8l®n, or 9.9%, compared to
$35.3 billion at December 31, 2008. The increase pvamarily attributable to $7.2 billion of net walized gains resulting from changes in the
market values of our portfolio companies, as wel$@.7 billion in new capital raised in our Europé Fund, E2 Investors and separately
managed accounts. The net unrealized investmems gagre driven by net unrealized gains of $2.7dni|]l$1.7 billion, $0.8 billion, $0.8 billio
and $0.4 billion in our 2006 Fund, Millennium Furigropean Fund I, European Fund and Asian Furspectively, with all other funds also
recording net realized gains during the period.r®@8 of the change in value for the year endecebder 31, 2009 was attributable to
increased share prices of various publicly hel@gtmnents, notably Dollar General Corporation (NYBE:), which we took public in the
fourth quarter of 2009, Avago Technologies LimifdtY SE: AVGO), which went public in the third quartef 2009, and Legrand Holdings
S.A. (ENXTPA: LR). Our private portfolio contribudehe remainder of the change in value, with tihgdst contributors being unrealized gains
relating to HCA Inc. (healthcare sector) and AliarBoots GmbH (healthcare sector). These unreatjaets were partially offset by a
significant unrealized loss relating to Energy FetHoldings Corp. (energy sector). The increasédati@mns, in the aggregate, generally rel
to both improvements in market comparables and/iddal company performance, coupled with an ovénafirovement in global markets.
This
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increase was partially offset by distributions froor funds totaling $0.8 billion comprised of $®iflion of realized gains and $0.3 billion of
return of original cost. In addition, the chang&ldM included a $3.5 billion reduction representihg exclusion of the NAV of KPE and its
commitments to our investment funds.

Fee Paying Assets Under Managen

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

December 31, 2008 FPAU $ 39,244,80
Exclusion of KPE(a (3,175,900
New Capital Raise 609,00(
European Fund IlI/E2 Investo (571,600
Distributions (325,05%)
Change in Valu 703,15¢

December 31, 2009 FPAU $ 36,484,40

(a)  The fee paying assets under management reportt@ithe Transactions reflected the NAV of KPE.
Subsequent to the Transactions, the NAV of KPExgdugled from our calculation of fee paying assets
under management, because these assets are nod lbyvas and are no longer managed on behalf of a
third-party investor

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

Committed Dollars Invested

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

Uncalled Commitments

As of December 31, 2009, our private egfutyds had $13.7 billion of remaining uncalled talpctommitments that could be called to
make investments.

Year ended December 31, 2008 compared to year ebdmember 31, 2007
Fees

Fees in our Private Markets segment we@& $bmillion for the year ended December 31, 2@0&crease of $277.1 million, or 35.5%,
from the year ended December 31, 2007. The decvease
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primarily due to a decrease in gross transactiesa &arned in our Private Markets segment of $a8@lion reflecting a decrease in transaction-
fee generating private equity investments durirglriod. We completed four transaction-fee gemayatansactions in 2008 with a combined
transaction value of $4.5 billion compared to #®ri transaction-fee generating transactions in 280i7a combined transaction value of
$141.6 billion. Transaction fees are negotiatecsaply for each completed transaction based ordahdces that we provide and will also v
depending on the nature of the investment beingem@éfsetting this decrease was an increase in geanant fees relating to our private eq
funds of $138.1 million. The increase was primadlie to an increase of $100.6 million relatingtte formation of the European Ill fund wh
began earning fees in the second quarter of 200&ksis a full year of fees in 2008 relating te thsian Fund formed in mid-2007. Gross
monitoring fees increased $26.9 million in our BtesrMarkets segment primarily reflecting an inceeiasthe average monitoring fee received.
During the year ended December 31, 2008, we hgab&®lio companies that were paying an averag®fe3.0 million, compared with 40
portfolio companies that were paying an averagefeéd.7 million during the year ended DecemberZB)7. In addition, a $217.9 increase
was related to a decrease in fee credits earnéichitgd partners under fee sharing arrangementsiirprivate equity funds primarily as a res
of reduced transaction fees partially offset byitteeease in monitoring fees.

Expense:

Expenses in our Private Markets segmené#847.9 million for the year ended December 3082@ decrease of $16.9 million, or 4.6%,
from the year ended December 31, 2007. The decveas@rimarily due to a $42.8 million decreaseripbyee compensation and benefits
resulting from a decrease in incentive compensatimonnection with lower bonuses in 2008 reflegtine lower income of our private mark
management company when compared to the priorghesféset by increases relating to the hiring afitidnal personnel after December 31,
2007 in connection with the expansion of our busin©ffsetting this decrease is the net impadi@fdllowing: (i) an increase in other
operating expenses of $29.1 million primarily agsult of an increase in expenses in connectiom thigé overall growth of our existing
businesses; (ii) an increase in occupancy charig®3.8 million reflecting the opening of new offe@ Beijing, Sydney, Houston and
Washington, D.C. subsequent to December 31, 200&kss an increase in existing office space #@inda(decrease in transaction related
expenses of $12.5 million attributable to unconsate transactions, from $40.7 million to $28.2 ioillfor the years ended December 31,
2007 and 2008, respectively, reflecting a slowdawtine overall level of investment activity duritige period.

Fee Related Earninc

Fee related earnings in our Private Marketgment were $156.2 million for the year endedebder 31, 2008, a decrease of
$260.2 million, or 62.5%, from the year ended Delben81, 2007. The significant decrease in feedeasribed above, was the main
contributor to the year over year decrease indésted earnings.

Investment Income (Los

Other investment income (loss) is compriskrkalized and unrealized gains (losses) andldids on capital invested by the general
partners of our funds, interest income and intezgpense. Investment losses were $1.4 billionHeryear ended December 31, 2008, a
decrease of $1.8 billion compared to investmerrime of $358.6 million for the year ended Decemtier2®07. Investment income was
comprised of net losses from investment activiéie$1.4 billion, dividends of $18.7 million and riaterest expense of $1.8 million. The
overall decrease in net gains from investment #igtss/compared to the prior period was primarilyibtitable to a net decrease in changes in
unrealized gains (losses) of $1.4 billion resultmgnarily from net decreases in the market
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value of our investment portfolio and to a lesseert a decline in net realized gains of $279.1ionlresulting primarily from a lower level of
sales activity during the period. Dividends deceeb$144.0 million as a result of fewer dividendsvadl as a lower average dividend received
during 2008 while net interest expense increas@&d3illion primarily as a result of increased lmwings as well as the amortization of
deferred financing costs incurred in connectiorhwitedit agreements entered into in early 200&iatrtanagement company and capital
markets business. Carried interest represented)$fillion of total investment losses for the yeaded December 31, 2008 and $0.3 billion of

total investment income for the year ended Decer@be2007. The following table presents the comptsef net carried interest for the years
ended December 31, 2008 and 2007.

Year Ended
December 31,
2008 2007
Net Realized Gains (Losse $ 67,70¢ $ 250,24
Net Unrealized Gains (Losse (1,279,35) (82,687)
Dividends and Intere! 14,26: 138,09:
Gross carried intere (1,197,38) 305,65t
Less: Allocation to KKR carry poc 8,15¢ (18,17¢)
Less: Management fee refur 29,61 (26,799
Net carried interes $ (1,159,62) $ 260,68:

Net realized gains (losses) for the yeaedrDecember 31, 2008 consists primarily of théigdesale of Rockwood Holdings, Inc. and the
sale of Demag Holdings Sarl. Net realized gainss@gs) for the year ended December 31, 2007 copsistarily of realized gains on the sales
of (i) International Transmission Holdings Corpdoat (ii) FL Selenia SPA, and (iii) SBS Broadcagti®.A. along with the partial sales of KSL
Holdings and Duales System Deutschland Gmbh. Ttesdized gains were offset by realized losses ers#ie of The Alea Group.

The following table presents net unrealigaths (losses) of carried interest by fund forythars ended December 31, 2008 and 2007.

Year Ended
December 31,
2008 2007
Millennium Fund $ (512,569 $ (104,37¢)
2006 Func (305,449 17,21:
European Fun (268,88") (31,849
1996 Func (145,089 90,56
European Fund | (50,61¢) (54,23¢)
Co-Investment Vehicle 3,244 —
Total(a) $ (1,279,35) $ (82,68)

(&)  The above table excludes any funds for which tlemee no unrealized gains (losses) of carried istere
during either of the periods presented. For thesyeaded December 31, 2008 and 2007, these excluded
funds were the Asian Fund and for the year endext®ber 31, 2008 the European Fund

For the year ended December 31, 2008, appately 40% of unrealized losses were attributabldecreased share prices of various
publicly held investments, the most significantadfich were Legrand Holdings S.A. (ENXTPA: LR), Ressod Holdings, Inc. (NYSE: ROC)

and Sealy Corporation (NYSE: ZZ). Our private palitf contributed the remainder of the unrealizessks, the most significant of which were
Capmark Financial Group Inc. (financial servicest@g, PagesJaunes
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Groupe S.A. (media sector), Alliance Boots GmbHa(theare sector), and ProSieben SAT.1 Media AG (aselctor). The decreased
valuations, in the aggregate, generally relatedkterioration in market comparables and to a aegsient individual company performance.

For the year ended December 31, 2007,¢henrealized losses were primarily related to reals of previously recognized unrealized
gains in connection with the realized gains desgctiibove for International Transmission Holdingspooeation, FL Selenia SPA, SBS
Broadcasting S.A., KSL Holdings and Duales SystesmtBchland GmbH. In addition, there was a significarealized loss due to a write-
down at A.T.U. Auto-Teile-Unger Holding GmbH (rdtaector). These unrealized losses were partidlsebby unrealized gains, the most
significant of which were an increase in the publere price of Legrand Holdings S.A. (ENXTPA: L&)d an unrealized gain at privately t
Visant Corporation (media sector). There was alsigmificant unrealized gain due to the reversa pfeviously recognized unrealized loss in
connection with the sale of Alea Group (financixéces sector) where the loss became realizedcii@weges in the valuations, in the
aggregate, generally related to changes in madtaparables and to a certain extent individual camgeerformance.

Dividend income for the year ended Decen®ier2008 consists primarily of dividends earnexifiLegrand Holdings S.A. across various
funds. Dividend income for the year ended Decemie2007 consists primarily of dividends earnednfi@ Maxeda B.V. across various
funds, (ii) BIS Industries Limited across variousdls, (iii) Legrand Holdings S.A. across variousds, (iv) KSL Holdings from our
Millennium Fund, and (v) PagesJaunes Groupe S.@sac/arious funds.

Economic Net Income (Los

Economic net loss in our Private Markegnsent was $1.2 billion for the year ended Decen3lie2008, a decrease of $2.0 billion
compared to economic net income of $0.8 billiontfer year ended December 31, 2007. The investross¢$ described above were the main
contributors to the period over period decreasscomomic net income.

Assets Under Manageme

The following table reflects the changesim Private Markets assets under management frecember 31, 2007 to December 31, 2008:

December 31, 2007 AUl $ 42,234,80
New Capital Raise 6,441,001
Distributions (605,53))
Change in Valu (12,786,56)

December 31, 2008 AU! $ 35,283,70

AUM in our Private Markets segment were $33illion as of December 31, 2008, a decreasé ¢ Billion, or 16.4%, from December {
2007. The decrease was due primarily to $12.8hilif net unrealized losses resulting from chanmgyése market values of our portfolio
companies in our Private Markets segment and $iénbof distributions from our traditional privatequity funds comprised of $0.5 billion of
realized gains and $0.1 billion of original cosheThet unrealized losses were driven by net umezhliosses of $3.4 billion, $3.0 billion,
$2.6 billion and $1.0 billion in our 2006 Fund, Bpean Fund Il, Millennium Fund and European Fuedpectively, and $1.6 billion in KPE.
All other funds also recorded net unrealized loskesg the period. Approximately 20% of the chaigealue for the year ended
December 31, 2008 was attributable to reduced givares of various publicly held investments, nétdtegrand Holdings S.A. (ENXTPA:
LR), Rockwood Holdings, Inc. (NYSE: ROC) and Se@lyrporation (NYSE: ZZ). Our private portfolio coimted the remainder of the chai
in value, with the largest contributors being ulireal losses relating to First Data Corporationdficial services sector), NXP B.V.
(technology sector), Alliance Boots GmbH
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(healthcare sector), Capmark Financial Group lfircaicial services sector), PagesJaunes Groupg(®ddia sector), Energy Future Holdings
Corp. (energy sector) and ProSiebenSat.1 MediarA&l{a sector). The decreased valuations, in theeggte, generally were impacted by
decreases in market comparables and individual easnperformance, coupled with global economieswret in recession. Offsetting these
decreases were increases associated with the fomwdtour European Fund Ill, which received $6ilidn of capital commitments from fund
investors during the year ended December 31, 2008.

Fee Paying Assets Under Managermr

The following table reflects the changesim Private Markets fee paying assets under maneagefrom December 31, 2007 to
December 31, 2008:

December 31, 2007 FPAU $ 35,881,26
New Capital Raise 6,141,001
Distributions (755,38)
Change in European Fund Il Fee B (272,659
Change in Valu (1,749,42)

December 31, 2008 FPAU $ 39,244,80

FPAUM in our Private Markets segment wa8.8$3illion at December 31, 2008, an increase 03 $dlion, or 9.2%, compared to
$35.9 billion at December 31, 2007. This increaas due primarily to capital commitments from thenfation of our European Fund llI,
which received $6.1 billion of fee paying capitahumitments from fund investors during 2008. Thisr@ase was partially offset by $1.7 bill
of net unrealized losses resulting primarily fronacges in the NAV of KPE due to changes in the etar&lue of its underlying private equity
portfolio companies, distributions of $0.8 billipnimarily representing the reduction of fee payiimgested capital associated with realization
activity, as well as $0.3 billion reduction in fease due to the European Fund Il moving from itestment period to its post-investment
period. FPAUM is based on committed capital dutimginvestment period, which for the European Fliaanounted to $5,750.8 million.
During the post-investment period, FPAUM is basednyested capital. Due to realizations duringithestment period, which reduced
invested capital by $272.7 million, FPAUM decreabgdhe same amount once this fund entered theipesstment period. For additional
discussion of our private equity funds and privedeity fund vehicles, please see "Business."

Committed Dollars Invested

Committed dollars invested were $3.2 hillfor the year ended December 31, 2008, a decoé&L.7 billion, or 78.7%, from the year
ended December 31, 2007. The decrease was dueribyitoa decrease in the number of private egtraysactions closed during the year
ended December 31, 2008.

Uncalled Commitments

As of December 31, 2008, our private egfutyds had $14.9 billion of remaining unused cadgitenmitments that could be called for
investment in new private equity transactions.
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Public Markets Segmer

The following tables set forth informatioegarding the results of operations and certaindpgrating metrics for our Public Markets
segment for the three months ended March 31, 2002810 and the years ended December 31, 2007,82@&D8009.

Three Months Ended

Year Ended December 31, March 31,
2007 2008 2009 2009 2010
Feecs
Management and Incenti
Fees:
Management Fee $ 53,18 % 59,34: $ 50,75¢ $ 12,06¢ $ 12,86¢
Incentive Fee 23,33t — 4,472 — 12,50(
Total Management
and Incentive Fee 76,51¢ 59,34 55,22¢ 12,06¢ 25,36¢
Net Transaction Fee
Transaction Fee — — — — 5,82
Total Fee Credit — — — — (4,190
Net Transaction Fee — — — — 1,63¢
Total Fees 76,51¢ 59,34: 55,22¢ 12,06¢ 27,00:
Expense:
Employee Compensatior
and Benefits 23,51¢ 20,56¢ 24,08¢ 5,62 7,14z
Other Operating Expens 4,92¢ 6,20( 20,58¢ 6,121 4,165
Total Expense 28,44¢ 26,76¢ 44,67 11,74« 11,30:
Fee Related Earning 48,07 32,57¢ 10,55¢ 324 15,69¢
Investment Incom
Gross Carried intere — — — — 371
Less: Allocation to KKF
carry pool — — — — (149
Net carried interes — — 222
Other investment incon
(loss) 15,00¢ 10,687 (5,260) (660) 50¢€
Total Investmen
Income 15,00¢ 10,68 (5,260 (660) 73C
Income (Loss) before
Income (Loss)
Attributable to
Noncontrolling Interest 63,07¢ 43,26 5,294 (33€) 16,42t
Income (Loss) Attributabl
to Noncontrolling
Interests 23,26¢ 6,421 15 — 14E
Economic Net Incom $ 3981t $ 3684 $ 527¢ $ (336) $ 16,28(
Assets under manageme
(period end $10,980,90 $13,167,00 $13,361,30 $12,335,00 $13,765,60

Fee paying assets unc
management (period er $ 3,980,900 $ 4,167,000 $ 6,295,40( $ 4,620,000 $ 6,627,00

Uncalled Commitment
(period end’ $ — 3 — $ 816,32° % — $ 1,390,501

Three months ended March 31, 2010 compared to thmemnths ended March 31, 2009
Fees

Our Public Markets segment earned fee@fGmillion for the three months ended March 311@ an increase of $14.9 million from the
three months ended March 31, 2009. The incregsenrily the result of $12.5 million of incentifees earned from KFN as a result of KFN's
financial performance exceeding certain requireathenarks in the three months ended March 31, 20@Guch fee was earned in the first
quarter of 2009. In addition, our Public Marketgrsent earned
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$1.6 million of net transaction fees in the perésdied March 31, 2010. During the first quarter@f@there were two transaction fee
generating investments with a combined transacsténe of $1.2 billion. There were no transactioa §enerating investments during the first
guarter of 2009. Transaction fees are negotiatpdrately for each completed transaction based @sdhvices that we provide and also vary
depending on the nature of the investment beingemad

Expense:

Expenses in our Public Markets segment W&fe3 million for the three months ended MarchZ110, a decrease of $0.4 million, or
3.7% from the three months ended March 31, 2008.ddtrease was primarily due to a decrease in offegating expenses of $2.0 million
reflecting expense reductions across the segmdiseting this decrease was an increase in emplogegensation and benefits expense of
$1.5 million related primarily to an increase icémtive compensation which reflects the net impé&afi) an increase in incentive compensa
reflecting the net effect of higher expected bosuse2010 resulting from improved overall finangi@rformance of our public markets
management company when compared to the priorgparid the hiring of additional personnel and (iieduction in accrued incentive
compensation in 2010 as a result of certain ofnoost senior employees receiving compensation ifiditne of distributions from KKR
Holdings subsequent to the Transactions (in ther period, such compensation was borne by KKR).

Investment Income (Los

Our Public Markets segment had investmeetdine of $0.7 million for the three months endedd®e81, 2010, an increase of $1.4 mill
from the three months ended March 31, 2009. Theease was primarily driven by net carried inteezshed in the period ended March 31,
2010 as a result of the favorable performance ofrouestment vehicles, as well as an increasedmthrket value of KFN shares that we hold.

Fee Related Earning

Due primarily to the increase in fees diésat above, fee related earnings in our Public Markegment were $15.7 million for the three
months ended March 31, 2010, an increase of $1Bliémcompared to fee related earnings of $0.3iamilfor the three months ended
March 31, 2009.

Economic Net Incom

Economic net income in our Public Markezgraent was $16.3 million for the three months erdadch 31, 2010, an increase of
$16.6 million compared to an economic net loss@8%$nillion for the three months ended March 31020The increase in fee related earnings
described above was the main contributor to thevgewver period increase in economic net income.

Assets Under Manageme

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

December 31, 2009 AU! $ 13,361,30
New Capital Raise 415,30(
Distributions (450,000
Change in Valu 439,00(

March 31, 2010 AUN $ 13,765,60
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AUM in our Public Markets segment was $1f3ilBon at March 31, 2010, an increase of $0.4idml, or 3.0%, compared to $13.4 billion
December 31, 2009. The increase was driven by@ilidn of net unrealized gains resulting from irogement in the overall credit markets.
Our portfolios for KFN (including its majority-ownlesubsidiaries), the Strategic Capital Funds, amdseparately managed accounts primarily
consisted of corporate debt, including leverages$oand high yield bonds, with both asset clasggsriencing price appreciation in the que
ended March 31, 2010. In addition to the unrealaggreciation on the portfolios noted above, wea@i$0.4 billion in new capital in our
investment funds and separately managed accoufisetting these increases were $0.4 billion ofrdistions in our separately managed
accounts.

Fee Paying Assets Under Managermr

The following table reflects the changesim Public Markets FPAUM from December 31, 20094arch 31, 2010:

December 31, 2009 FPAU $ 6,295,400
New Capital Raise 340,30(
Distributions (450,000)
Change in Valu 441,30(

March 31, 2010 FPAUN $ 6,627,00!

FPAUM in our Public Markets segment wassdillion at March 31, 2010, an increase of $0/Bdwi, or 5.3%, compared to $6.3 billion
December 31, 2009. This increase was primarilyariy $0.4 billion of net unrealized gains resgjtirom improvements in the overall credit
markets. Our portfolios for KFN (including its maity-owned subsidiaries), the Strategic Capital d&jrand our separately managed accounts
primarily consisted of corporate debt, includingdeaged loans and high yield bonds, with both adasses experiencing price appreciation in
the quarter ended March 31, 2010. In addition éouhrealized appreciation on the portfolios noteove, we raised $0.3 billion in new fee
paying capital in our investment funds and sepbrat@anaged accounts. Offsetting these increases $&# billion of distributions in our
separately managed accounts. For additional digzus$ our investment funds, structured financeielels, and separately managed accounts,
please see "Business."

Uncalled Commitments

As of March 31, 2010, our Public Marketgrsent had $1.4 billion of remaining uncalled cdpmtammitments that could be called for
investment in new transactions.

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

Our Public Markets segment earned fee$bfZbmillion for the year ended December 31, 2@08ecrease of $4.1 million, or 6.9%, from
the year ended December 31, 2008. The decreasenarity the result of a $15.2 million decreasananagement fees received from the
Strategic Capital Funds. The reduction in managéfees from the Strategic Capital Funds was péytéle to a lower average net asset value
during the year ended December 31, 2009 whichtebin a reduction of fees of $7.5 million. Additally, effective December 1, 2008, the
fees for all investor classes of the Strategic @apiunds were reduced, which resulted in a funteduction of fees of $7.7 million.
Management fees were reduced for all investor etagsthin the Strategic Capital Funds in conjunttigth the mandatory redemption and
restructuring of the funds, which was effective Baber 1, 2008.
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In addition to the reduced fees from that®gic Capital Funds, there was a $10.2 milliocreélase in fees received from KFN due
primarily to a lower average equity value during ttear ended December 31, 2009, offset by an iiveefete received in 2009. KFN's equity
value increased during the year ended Decemb&(8B, however, because KFN's equity value hadmtisignificantly in the fourth quarter
of 2008, the average equity value for the year émdlecember 31, 2009 was lower than the averageéyeeplue for the year ended
December 31, 2008. Separately, the incentive féd-at is calculated on a quarterly basis and is @dgolely based on KFN's financial
performance in a given quarter. As a result, tioentive fee can be earned in one quarter of a gieaneven if KFN experiences negative
financial performance for other quarters during 8e&me year. For additional discussion of the Kk®éntive fee, please see "Summary of
Significant Accounting Policies."

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

Expense:

Expenses in our Public Markets segment Wé#e7 million for the year ended December 31, 2@@9ncrease of $17.9 million, or 66.9%
from the year ended December 31, 2008. The incwaserimarily attributable to our waiving of $1310llion of expense reimbursements
during 2009 from KFN and the Strategic Capital Fyras noted above. Additionally, employee compémsaind benefits expense increase
$3.5 million, which was primarily due to increadszhdcount.

Investment Income (Los

Our Public Markets segment had an investidoss of $5.3 million for the year ended Decentier2009, a decrease of $15.9 million, or
149.2%, from the year ended December 31, 2008. détsease was primarily driven by an increase meash stock based compensation
expense associated with equity grants received KBM. Our stock based commitments to employeesiedeo the stock price of KFN, and a
rising stock price of KFN increases our liabilityemployees. The stock price of KFN appreciate20id9 from a price of $1.58 at
December 31, 2008 to a price of $5.80 at Decembge?@09.

Fee Related Earning

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

Economic Net Incom

Economic net income in our Public Marketgraent was $5.3 million for the year ended DecerBthe2009, a decrease of $31.6 million
compared to economic net income of $36.8 millionthe year ended December 31, 2008. The decredse ielated earnings described above
was the main contributor to the period over pededrease in economic net income.
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Assets Under Manageme

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

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

December 31, 2009 AU! $ 13,361,30

(@) The assets under management reported prior tortiresdctions reflected the NAV of KPE and its
commitments to our funds. Subsequent to the Traioses the NAV of KPE and its commitments to our
funds are excluded from our calculation of assatien management, because those items are now owned
by us and no longer managed on behalf of a-party investor

AUM in our Public Markets segment was $1i3ildon at December 31, 2009, an increase of $ln, or 1.5%, compared to
$13.2 billion at December 31, 2008. The increasg dveven by $1.5 billion of net unrealized gainsuiéing from improvement in the overall
credit markets. Our portfolios for KFN (includintg imajority-owned subsidiaries), the Strategic @dpiunds, and our separately managed
accounts primarily consisted of corporate debiuidiog leveraged loans and high yield bonds, widthkasset classes experiencing material
price appreciation in the fiscal year ended Decearlhe2009.

In addition to the unrealized appreciationthe portfolios noted above, we raised $1.4dsilin new capital for our separately managed
accounts. Offsetting these increases was the o#sting and distribution of one of our structur@thhce vehicles, which decreased our AUM
by $2.0 billion. We restructured and distribute$ tstructured finance vehicle in 2009 as we belileie underlying collateral maintenance

requirements and financing terms of this structdire@hce vehicle were no longer attractive. Furthiésetting the increases to our AUM were
redemptions of $0.6 billion from our Strategic GapFunds.

Fee Paying Assets Under Managen

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

December 31, 2009:

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

December 31, 2009 FPAU 6,295,40!

(@) The fee paying assets under management repord@tihe Transactions reflected the NAV of KPE.
Subsequent to the Transactions, the NAV of KPExidueled from our calculation of fee paying assets
under management, because those items are now dynedand are no longer managed on behalf of a

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

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

Uncalled Commitments

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

Year ended December 31, 2008 compared to year ebdegmber 31, 2007
Fees

Our Public Markets segment earned fee$8f3million for the year ended December 31, 2@08ecrease of $17.2 million, or 22.4%,
from the year ended December 31, 2007. This deengas primarily due to the absence of incentive feem KFN and the Strategic Capital
Funds in 2008 due to unfavorable financial perfarogaresulting from the deteriorating economic eswinent, the corresponding historic asset
price declines and the lack of liquidity in thediteand securities markets. The portfolios of KRht[uding its majority-owned subsidiaries)
and the Strategic Capital Funds primarily consiseweraged loans and high yield bonds, which satenial price deterioration in the year
ended December 31, 2008. For the year ended Dec&hp2007, our Public Markets segment earned ineefees from KFN and the
Strategic Capital Funds of $17.5 million and $5i8iom, respectively. This decrease was partiaffiget by an increase of $4.5 million in
management fees from incremental capital managdutbalf of third party investors.

Expense:

Expenses in our Public Markets segment $268 million for the year ended December 31, 2@08ecrease of $1.7 million, or 5.9%,
from the year ended December 31, 2007. This deemas driven by a decrease in employee compensaiibbenefits expense of $3.0 mill
as a result of lower incentive compensation drivghower bonuses in 2008 reflecting less favorahierall financial performance of our puk
markets management company when compared to thieganiod.

Investment Income (Los

Our Public Markets segment had investmecdme of $10.7 million for the year ended Decen#iger2008, a decrease of $4.3 million, or
28.8%, from the year ended December 31, 2007.ddisease was primarily driven by a decrease inaasi-stock based management fees
associated with equity grants received from KFN.

Fee Related Earning

Fee related earnings in our Public Marketgment were $32.6 million for the year ended Déear31, 2008, a decrease of $15.5 million,
or 32.2%, from the year ended December 31, 2007.

138




Table of Contents

The decrease in fees, as described above, wasathecontributor to the year over year decreaseérélated earnings.
Noncontrolling Interests in Income of Consolidaitities

Noncontrolling interests in income of colidated entities were $6.4 million for the year eddecember 31, 2008, a decrease of
$16.8 million, or 72.4%, from the year ended Decen81, 2007. The decrease reflects a lower levidefelated earnings in the current pe
as well as the purchase of the noncontrolling &gty in the manager of our Public Markets segmefay 30, 2008.

Economic Net Incom

Due primarily to the reduction in fees désed above, offset by the purchase of noncontrglinterests in the manager of our Public
Markets segment on May 30, 2008, economic net ircfimour Public Markets segment was $36.8 milfimnthe year ended December 31,
2008, a decrease of $3.0 million, or 7.5%, fromytear ended December 31, 2007.

Assets Under Manageme

The following table reflects the changesim Public Markets assets under management froceber 31, 2007 to December 31, 2008:

December 31, 2007 AUI $ 10,980,90
New Capital Raise 4,634,001
Distributions —
Change in Valu (2,447,900

December 31, 2008 AUI $ 13,167,00

AUM in our Public Markets segment was $1f3lRon as of December 31, 2008, an increase a2 $@lion, or 20.0% from December 31,
2007. The increase was primarily due to $4.6 billkd newly raised capital in our separately managmmbunts and structured finance vehicles.
Offsetting the increase in AUM were unrealized &ssef $2.4 billion in the portfolios for KFN (indling its majority-owned subsidiaries), the
Strategic Capital Funds, and our separately managealints. Our managed entities held investmerdsriporate debt investments, including
leveraged loans and high yield bonds, which expedd material price deterioration in the fiscalryeaded December 31, 2008.

Fee Paying Assets Under Managen

The following table reflects the changesim Public Markets fee paying assets under managefrom December 31, 2007 to
December 31, 2008:

December 31, 2007 FPAU $ 3,980,90!
New Capital Raise 2,634,001
Distributions —
Change in Valu (2,447,900

December 31, 2008 FPAU $ 4,167,001

FPAUM in our Public Markets segment wa2%4llion as of December 31, 2008, an increase0a? $illion, or 5.0% from December 31,
2007. The increase was primarily due to $2.6 billkd newly raised capital in our separately managmmbunts. Offsetting the increase in
FPAUM were unrealized losses of $2.4 billion in guatfolios for KFN (including its majoritypwned subsidiaries), the Strategic Capital Fu
and our separately managed accounts. Our managjgdseneld investments in
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corporate debt investments, including leverageddand high yield bonds, which experienced materiak deterioration in the fiscal year
ended December 31, 2008. For additional discussianir investment funds, structured finance velsicénd separately managed accounts,
please see "Business."”

Capital Markets and Principal Activities Segment

The following table sets forth informaticegarding the results of operations and certaindpgrating metrics for our Capital Markets and
Principal Activities segment for the three monthded March 31, 2009 and 2010 and the years endeehileer 31, 2008 and 2009. The
Capital Markets and Principal Activities segmensvi@med upon completion of the Transactions byldaimg our capital markets business
with the assets and liabilities of KPE. As a result have reclassified the results of our capitatkats business since inception into this
segment.

Three Months Ended
Year Ended December 31 March 31,
2008 2009 2009 2010

Fees
Management and Incentive Fe
Management Fee $ — $ — % — $ —
Incentive Fee — — — —

Total Management and Incentive Fi — — — —
Net Monitoring and Transaction Fet
Monitoring Fees — — — —
Transaction Fee 18,21 34,12¢ 191 24,591
Total Fee Credit — — — =
Net Transaction an

Monitoring Fees 18,21! 34,12¢ 191 24,591
Total Fees 18,21 34,12¢ 191 24,59;

Expense:
Employee Compensation and Bene 7,094 9,45¢ 2,24¢ 4,27(
Other Operating Expens 5,82( 6,021 1,09:¢ 1,85(C
Total Expense 12,91« 15,47¢ 3,34z 6,12(
Fee Related Earnin( 5,291 18,65 (3,157 18,47

Investment Incom
Gross Carried intere — — _ _
Less: Allocation to KKR carry poc — — — —

Net carried interes — — — —
Other investment income (los (4,129 349,67 (1,317 446,78t

Total Investment Incom (4,1299  349,67¢ (1,317 446,78t
Income (Loss) before Income (Loss) Attributabl
Noncontrolling Interest 1,16¢ 368,33. (4,46¢)  465,26!
Income (Loss) Attributable to Noncontrollit
Interests (37) 581 (89) 481
Economic Net Incom $ 1,20% $ 367,75 $ (4,379 $ 464,78
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Three months ended March 31, 2010 compared to thmenths ended March 31, 2009
Fees

Fees in our Capital Markets and Principetiities segment were $24.6 million for the threenths ended March 31, 2010, an increase of
$24.4 million, from the three months ended MarchZ109. The increase was due to an increase inufmber of capital markets transactions
during the period. We completed 14 capital markatssactions in the first quarter of 2010 comprigednderwriting, syndication and other
capital markets services, as compared to one thosan the first quarter of 2009. While each loé capital markets transactions that we
undertake in this segment is separately negotiatediee rates are generally higher with respeanterwriting the offerings of equity
securities than with respect to the issuance of siaturities, and the amount of fees that we coledike transactions generally correlates v
overall transaction sizes.

Expense:

Expenses were $6.1 million for the threenthe ended March 31, 2010, an increase of $2.8mjlor 83.1%, from the three months en
March 31, 2009. The increase was primarily due $8.8 million increase in employee compensationlzertkfits expense relating primarily to
an increase in incentive compensation reflectiggéi expected compensation in 2010 resulting froproved overall financial performance
our capital markets business and, to a lesser gxdgrincrease in headcount. In addition, otheratjeg expenses increased by $0.8 million
result of higher professional fees resulting frdva increase in capital markets activity.

Fee Related Earning

Due primarily to the increases in fees, padially offset by expenses as mentioned ab@erélated earnings in our Capital Markets and
Principal Activities segment were $18.5 million tbe three months ended March 31, 2010, an inciefgh21.6 million, as compared to fee
related earnings of $(3.2) million during the threenths ended March 31, 2009.

Investment Income (Los

Investment income was $446.8 million fog three months ended March 31, 2010, an increa$44&.1 million as compared to
investment loss of $1.3 million for the three manémded March 31, 2009. The first quarter 2010 amsoprimarily reflect $347.3 million of
net unrealized gains, $92.4 million of dividenddnee, $8.2 million of net realized gains, and $1illion of net interest expense. Net realized
gains were comprised of $6.7 million from the s#leertain private equity fund investments, andb$tillion from the sale of other
investments. The net unrealized gains were conpné&186.3 million of net unrealized appreciatafrprivate equity co-investments,
$106.0 million of net appreciation of private eguiind investments and $55.0 million of net appaon of other investments. The first qua
2009 amounts did not include the results of thetasscquired from KPE since the Transactions wenepteted on October 1, 2009.
Accordingly, the first quarter amounts primarilfleet interest expense at our capital markets lassin

Economic Net Income (Los

Economic net income in our Capital Markaatsl Principal Activities segment was $464.8 millfonthe three months ended March 31,
2010 as compared to an economic net loss of $4libmior the three months ended March 31, 200% Htrease in investment income as
described above was the main contributor to theease in economic net income.
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Year ended December 31, 2009 compared to year ebdegmber 31, 2008
Fees

Fees in our Capital Markets and Principetiities segment were $34.1 million for the yeaded December 31, 2009, an increase of
$15.9 million, or 87.4%, from the year ended Decen81i, 2008. The increase was due to an increabe imumber of capital markets
transactions during the period. We completed 1ltalaparkets transactions in 2009, as comparedttar&actions in 2008. These transactions
generated $34.1 million of underwriting, syndicatend other capital markets services fees in 20@9pared to $18.2 million in 2008. While
each of the capital markets transactions that vdedake in this segment is separately negotiatedie® rates are generally higher with respect
to underwriting the offerings of equity securittean with respect to the issuance of debt secsyitied the amount of fees that we collect for
like transactions generally correlates with overalhsaction sizes.

Expense:

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

Fee Related Earning

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

Investment Income (Los

Investment income was $349.7 million foe frear ended December 31, 2009, an increase of&a8Bion as compared to investment |
of $4.1 million for the year ended December 31,820the 2009 amounts primarily reflect income earoedur principal assets acquired from
KPE and were comprised of $24.5 million of netim=d gains, $333.6 million of net unrealized ga$®5 million of dividend income and
$8.9 million of net interest expense. Net realigaths were comprised of $14.1 million from the @ddale of certain private equity co-
investments, $7.9 million from the partial saleceftain private equity fund investments and $2.Bionifrom the sale of other investments. -
net unrealized gains were comprised of $196.0 onilbf net unrealized appreciation of private equiyinvestments, $98.1 million of net
appreciation of private equity fund investments 888.5 million of net appreciation of other inveetms. The 2008 amounts primarily reflect
interest expense at our capital markets business.

Economic Net Income (Los

Economic net income in our Capital Markaatsl Principal Activities segment was $367.8 millfonthe year ended December 31, 2009 as
compared to $1.2 million for the year ended Decam8lie2008. The increase in fee related earningkesasribed above was the main
contributor to the increase in economic net income.
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Segment Partners' Capite
The following table presents our segmeatieshent of financial condition as of March 31, 2010

As of March 31, 2010
Capital Markets and

Private Markets Public Markets Principal Activities Total Reportable
Segment Segment Segment Segments
Cash and Cash Equivalel $ 192,99¢ $ 17,72; $ 410,06¢ $ 620,78t
Investment: — — 4,213,81 4,213,81
Unrealized Carn 262,48! 222 — 262,70
Other Asset: 82,74¢ 57,10¢ 32,98( 172,83!
Total Asset: $ 538,23. $ 75,05C $ 4,656,86! $ 5,270,14
Debt Obligation:s $ — $ — $ 350,51¢ $ 350,51
Other Liabilities 120,99° 12,10¢ 36,06! 169,16«
Total Liabilities 120,99° 12,10¢ 386,57¢ 519,68:
Noncontrolling Interest (2,412 672 18,96: 17,22:
Partners' Capite $ 419,64 $ 62,27 $ 4,251,32. $  4,733,24.
As of
March 31, 2010
Total Reportable Segments Partners' Capita 4,733,24.
Current and Deferred Income Tay 2,44
Accumulated No-Cash Management Fees, | 1,89¢
Accumulated Amortization of Intangible Assi (6,946
Allocations to Former Principa (742)
Total KKR Group Partnerships Partners' Capital 4,729,891
Cumulative No-Cash Equity Contributions Allocable to KKR Holdin (816,119
Cumulative Distributions from KKR Group Partnersh 98,10°
Total Partners' Capital Allocable to Equity Holders 4,011,88
KKR Group Holdings Interest in Our Combined Bus# 30%
Subtotal $ 1,203,56!
Impact of Income Taxes on KKR Management HoldingspCEquity (62,16
Cumulative Distributions Received by KKR Group Halgs from KKR Grou
Partnership: (35,769
Total KKR Group Holdings L.P. Partners' Capital $ 1,105,63

Liquidity

We have managed our historical liquidityl aapital requirements by focusing on our cash $ltwefore the consolidation of our funds and
the effect of normal changes in short term asseddiabilities, which we anticipate will be settléat cash within one year. Our primary cash
flow activities on an unconsolidated basis involffegenerating cash flow from operations; (ii) gesting income from investment activities;
(i) funding capital commitments that we have madleur funds; (iv) funding our growth initiative®;) distributing cash flow to our owners;
and (vi) borrowings and repayments under credié@ments.
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Sources of Casl

Our principal source of cash consists shcand cash equivalents contributed to the KKR @i@artnerships as part of the Transactions.
We will also receive cash from time to time from):qur operating activities, including the feesreat from our funds, managed accounts,
portfolio companies, capital markets transactiams @ther investment products; (ii) realizationscarried interest from our investment funds;
(iii) realizations from principal investments; atid) borrowings under our credit facilities deseibbelow.

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

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

. In February 2008, the management company for duafgrequity funds entered into a credit agreemsattt a major financia
institution providing for revolving borrowings opuo $1.0 billion with a $50.0 million sublimit f@awingline notes and a
$25.0 million sublimit for letters of credit. Thealagement Company Credit Agreement has a ternre# tfears that expires in
February 2011, which may be extended through Fep2@il3 at our option. As of March 31, 2010, $5hillion was
outstanding under this facility and the interest @ such borrowings was approximately 0.7% addanich 31, 2010.

. In February 2008, the holding company for our cdpitarkets business entered into a credit agreewiémt major financial
institution. The KCM Credit Agreement provides fewolving borrowings of up to $500.0 million. THeility has a term of fiv
years that expires in February 2013. As of March2B10, there were no borrowings outstanding uttdsragreement.
Borrowings under this facility may only be used éarr capital markets business.

. In June 2007, the KPE Investment Partnership emiete a five-year revolving credit agreement with a syndicatkenflers. Th
Principal Credit Agreement provides for up to $@2&illion of senior secured credit, subject to &dfaility under a borrowing
base determined by the value of certain investmaetiged as collateral security for obligationsemtthe agreement. The
borrowing base is subject to certain investmenteatration limitations and the value of the investits constituting the
borrowing base is subject to certain advance tzsed on type of investment. In September 2009dlywwned subsidiary of
KKR assumed $65.0 million of commitments to thenBipal Credit Agreement from one of the lendersarritie agreement in
order to retire a portion of the outstanding ineéelpiess at a discount to face value. This trangaeffectively reduced KKR's
availability under the Principal Credit AgreememtH860.0 million. As of March 31, 2010, the inténeges on borrowings under
the credit agreement ranged from 1.0% to 1.6% amtiad $299.5 million of borrowings outstanding.

From time to time, we may borrow amountsatisfy general short-term needs of our busingsspkning short-term lines of credit with
established financial institutions. These amourggganerally repaid within 30 days, at which tirmetsshort-term lines of credit would close.
There were no such borrowings as of March 31, 2010.

Liquidity Needs

We expect that our primary liquidity need# consist of cash required to: (i) continue t@g our business, including funding our capital
commitments made to existing and future funds arydneet
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capital requirements of our capital markets comgsrii) service debt obligations, including anyittogent liabilities that give rise to future
cash payments; (iii) fund cash operating expen®8sppay amounts that may become due under ourgegivable agreement with KKR
Holdings; and (v) make cash distributions in aceoxk with our distribution policy. See "Distributi®olicy.” We may also require cash to
fund contingent obligations under clawback andloss$-sharing arrangements. See "—Liquidity—ContraloDbligations, Commitments and
Contingencies on an Unconsolidated Basis." We belibat the sources of liquidity described aboviélve sufficient to fund our working
capital requirements for the next 12 months.

As described under "Business," the agreésrgverning our active investment funds generatyuire the general partners of the funds to
make minimum capital commitments to the funds, Wwhisually range from 2% to 4% of a fund's totalisdgommitments at final closing. In
addition, as a result of the Transactions, we awe responsible for the uncalled commitments ontiéatable to the KPE Investment
Partnership as a partner in our private equity $ufidhe following table presents our uncalled comraitts to our active investment funds as of
March 31, 2010:

Uncalled
Commitments

Private Markets

KKR E2 Investors (Annex Funt $ 36,27¢
European Il Func 432,70:
Asian Func 172,51
2006 Func 434,27:
Natural Resources 7,50(

Total Private Markets Commitmer 1,083,26:

Public Markets
Separately Managed Accounts and Fixed Inc

Funds 65,81(
Total Public Markets Commitmen 65,81(
Total Uncalled Commitmen $ 1,149,07.

Historically, we have funded commitmentshwdash from operations that otherwise would bgilliged to our owners. We expect to fund
future commitments with available cash, proceedsifrealizations of principal assets and other ssuof liquidity available to us.

We and our intermediate holding compangxable corporation for U.S. federal income taxgmses, may be required to acquire KKR
Group Partnership Units from time to time pursuarur exchange agreement with KKR Holdings. KKRnidgement Holdings L.P. intends
make an election under Section 754 of the IntdRealenue Code in effect for each taxable year irclvan exchange of KKR Group
Partnership Units for common units occurs, whicly megult in an increase in our intermediate holdingnpany's share of the tax basis of the
assets of the KKR Group Partnerships at the timenaxchange 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 tangibleraadgible assets of the KKR Group
Partnerships, primarily attributable to a portidrilee goodwill inherent in our business, that wondéit otherwise have been available. This
increase in tax basis may increase depreciatioraaratization deductions for tax purposes and fbhezeeduce the amount of income tax our
intermediate holding company would otherwise beiegl to pay in the future. This increase in tagibanay also decrease gain (or increase
loss) on future dispositions of certain capitalkeas$o the extent tax basis is allocated to thapéal assets.

We have entered into a tax receivable agee¢ with KKR Holdings requiring our intermediatelting company to pay to KKR Holdings
or transferees of its KKR Group Partnership Un8%68of
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the amount of cash savings, if any, in U.S. fedestate and local income tax that the intermediatding company actually realizes as a result
of this increase in tax basis, as well as 85% efamount of any such savings the intermediate hgldompany actually realizes as a result of
increases in tax basis that arise due to futurengays under the agreement. A termination of theeaxgent or a change of control could give
rise to similar payments based on tax savingswieatould be deemed to realize in connection witthsevents. This payment obligation is an
obligation of our intermediate holding company aad of either KKR Group Partnership. As such, tashcdistributions to common
unitholders may vary from holders of KKR Group Rarship Units (held by KKR Holdings and othersjite extent payments are made under
the tax receivable agreements to selling holdekskd® Group Partnership Units. As the payments mféetual tax savings received by KKR
entities, there may be a timing difference betwibentax savings received by KKR entities and ttehqaayments to selling holders of KKR
Group Partnership Units.

We expect our intermediate holding comptanlgenefit from the remaining 15% of cash saviifggny, in income tax that it realizes. In
event that other of our current or future subsidiabecome taxable as corporations and acquire &kdrip Partnership Units in the future, ¢
we become taxable as a corporation for U.S. fediecaime tax purposes, we expect that each will fmecsubject to a tax receivable agreement
with substantially similar terms. See "Certain Releships and Related Party Transactions—Tax RabkvAgreement.”

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 estassounts determined by our Managing Partneetodressary or appropriate to provide
for the conduct of our business, to make appraopiiatestments in our business and our investmerasfand to comply with applicable law
and any of our debt instruments or other agreemévtsdo not intend to distribute gains on princigsdets, other than potentially certain tax
distributions to the extent that distributions floe relevant tax year were otherwise insufficientaver tax liabilities of our partners, as
calculated by us. See "Distribution Policy."

Contractual Obligations, Commitments and Contingees on an Unconsolidated Basis

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

Payments due by Perioc

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

Uncalled commitments to investme

funds(1) $ 1,149.. $ — $ — $ — $ 1,149.
Debt payment obligatior 51.C 299.t — — 350.t
Interest obligations on debt( 45 45 — — 9.C
Lease obligation 24.2 51.1 46.C 88.¢€ 209.¢
Total $ 12284 $ 355.1 $§ 46.C $ 88.c $ 1,718

@ These uncalled commitments represent dollars camanity us to fund a portion of the purchase praie for each
investment made by our investment funds. Becausiataontributions are due on demand, the abowencibments have
been presented as falling due within one year. Wewegiven the size of such commitments and thesrat which our
investment funds make investments, we expect ligatapital commitments presented above will beedailver a period
of several years. Se—Liquidity—Liquidity Needs."
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2) These interest obligations on debt represent estiiriaterest to be paid over the maturity of tHatesl debt obligation,
which has been calculated assuming no prepaymentaade and the related debt is held until itsl fimaturity date.
Future interest rates have been calculated usteg na effect as of March 31, 2010, including bediniable and fixed rat
provided for by the relevant debt agreements. Theumts presented above include accrued interestitstanding
indebtednes:

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

The partnership documents governing owapei equity funds generally include a "clawbacldvision that, if triggered, may give rise t
contingent obligation that may require the genpeaatner to return amounts to the fund for distiifmuto investors at the end of the life of the
fund. The terms of the Transactions require thatpoincipals remain responsible for any clawbackgattion relating to carry distributions
received prior to the Transactions up to a maxinefi$223.6 million. Carry distributions arising selgsient to the Transactions may give ris
clawback obligations that will be allocated genlgrtd carry pool participants and the Combined Bass in accordance with the terms of the
instruments governing the KKR Group Partnerships.

The instruments governing certain of ouvate equity funds may also include a "net lossiglggprovision," that, if triggered, may give
rise to a contingent obligation that may require general partners to contribute capital to thel ftio fund 20% of the net losses on investm
attributed to the limited partners of such fundcémnection with the "net loss sharing provisior®ftain of our private equity vehicles allocate
a greater share of their investment losses tolaswe to the amounts contributed by us to thoddoles. In these vehicles, such losses woul
required to be paid by us to the limited partnarhbse vehicles in the event of a liquidationraf fund regardless of whether any carried
interest had been previously distributed. Basetherfair market values as of March 31, 2010, outiogent repayment obligation would have
been approximately $12.7 million. If the vehiclesrerliquidated at zero value, the contingent repaytrobligation would have been
approximately $1,124.6 million as of March 31, 2010

Unlike the "clawback” provisions, the Comdxil Business will be responsible for amounts dukeunet loss sharing arrangements and
indemnify our principals for personal guarantees they have provided with respect to such amo@es."Certain Relationships and Related
Party Transactions—Guarantee of Contingent Obbgatto Fund Partners; Indemnification."

Contractual Obligations, Commitments and Contingees on a Consolidated Basis

In the ordinary course of business, we @mndconsolidated funds enter into contractual ayeaments that may require future cash
payments. The following table sets forth informatielating to anticipated future cash paymentsfégawch 31, 2010. This table differs from
the earlier
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table setting forth contractual commitments on acomsolidated basis principally because this tatadieides the obligations of our consolida
funds.

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

Uncalled commitments to investmel

funds(1) $ 14,234.¢ $ — 3 — 3 — $ 14,234.
Debt payment obligations(. 51.C 470.¢ 805.1 — 1,327.(
Interest obligations on debt( 22.t 39.¢ 124.¢ — 187.(
Lease obligation 24.2 51.1 46.C 88.¢€ 209.¢
Total $ 14,332! ¢ 561.¢ $ 9757 $ 88.6 $ 15,958’

Q) These uncalled commitments represent dollars comednlity us and our fund investors to fund a portibthe purchase
price paid for each investment made by our investriends. Because capital contributions are dudesnand, the above
commitments have been presented as falling duénngtiie year. However, given the size of such commeitts and the
rates at which our investment funds make investmeave expect that the capital commitments preseattesie will be
called over a period of several years. See "—LidyH#eLiquidity Needs."

2 Certain of our consolidated fund investment velsitlave entered into financing arrangements in adiorewith specific
investments with the objective of enhancing retugsch financing arrangements include $796.4 milbbfinancing
provided through total return swaps and $180.lionilbf financing provided through a term loan aadalving credit
facility. These financing arrangements have be¢ered into with the objective of enhancing retuang are not direct
obligations of the general partners of our privedeity funds or our management companies.

3) These interest obligations on debt represent estiriaterest to be paid over the maturity of tHatesl debt obligation,
which has been calculated assuming no prepaymentaade and the related debt is held until itsl fimaturity date.
Future interest rates have been calculated usteg maeffect as of March 31, 2010, including bedhiable and fixed rat
provided for by the relevant debt agreements. Theumts presented above include accrued interestitstanding
indebtednes:

Off Balance Sheet Arrangements

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

Consolidated Statement of Cash Flows

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

Our net cash provided by (used in) opegadictivities was $0.2 billion and $(0.2) billionrihg the three months ended March 31, 2010
and 2009, respectively. These amounts primariljuohed: (i) purchases of investments by our funds$,of proceeds from sales of investments,
of $4.9 million and $9.2 million during the threenths ended March 31, 2010 and 2009, respecti(i@lyet realized gains (losses) on
investments of $0.2 billion and $(0.1) billion chgithe three months ended March 31, 2010 and 268pectively; and (iii) change in
unrealized gains (losses) on investments of $2li6rand $(0.6) billion during the three monthgded March 31, 2010 and 2009, respectively.
These amounts are reflected as operating actiwitiascordance with investment company accounting.

Our net cash used in operating activitias %0.3 billion, $2.4 billion and $8.5 billion dng the years ended December 31, 2009, 200:
2007, respectively. These amounts primarily inctudg purchases of investments by our funds, figraceeds from sales of investments, of
$1.2 billion, $1.9 billion and $11.8 billion durirthe years ended December 31, 2009, 2008 and 2&¥ctively; (ii) net realized gains
(losses) on investments of the consolidated fufi@g03) billion, $0.3 billion and $1.6 billion ding the years ended December 31, 2009, 2008
and 2007, respectively; (iii) change in unrealigaéhs (losses) on investments of $7.8 billion, $1Billion and $(0.4) billion for the years
ended December 31, 2009, 2008 and 2007, respsgtara (iv) income (loss) attributable to noncoling interests of $6.0 billion, $(11.9)
billion and $1.6 billion during the years ended Beber 31, 2009, 2008 and 2007, respectively. Tagsmints are reflected as operating
activities in accordance with investment comparngoaating.

Net Cash Provided by Investing Activit

Our net cash provided by investing acegativas $27.8 million and $33.5 million during theee months ended March 31, 2010 and 2009,
respectively. Our investing activities included thechases of furniture, equipment and leasehofatorements of $3.1 million and
$3.9 million, as well as a decrease in restricezhand cash equivalents that primarily funds tesléd requirements of $30.9 million and
$37.4 million during the three months ended Marth2010 and 2009, respectively.

Our net cash used in investing activities$43.0 million, $61.7 million and $112.5 millidaring the years ended December 31, 2009,
2008 and 2007, respectively. Our investing actgiincluded the purchases of furniture, equipmedti@asehold improvements of
$21.1 million, $13.1 million and $17.1 million, a&ll as an increase in restricted cash and cashagnts to fund collateral requirements of
$21.9 million, $4.5 million and $95.4 million foné¢ years ended December 31, 2009, 2008 and 2G{p&atévely. In addition, for the year
ended December 31, 2008, $44.2 million was useditchase the noncontrolling interest in our Publarkets segment.

Net Cash Provided by (Used in) Financing Activi

Our net cash provided by (used in) finag@uwtivities was $(0.2) billion and $0.2 billionrihg the three months ended March 31, 2010
and 2009, respectively. Our financing activitiesnarily included: (i) contributions, net of disttibons made to noncontrolling interests, of
$0.6 billion and $0.2 billion during the three miasiended March 31, 2010 and 2009, respective}ynéii proceeds received net of repayment
of debt obligations of $(728.1) million and $18.@limn during the three months ended March 31, 28&6 2009, respectively; and
(iii) contributions by net of distributions to, oaguity holders of $(21.8) million and $(66.2) raifi during the three months ended March 31,
2010 and 2009, respectively.

Our net cash provided by financing actastivas $0.7 billion, $2.4 billion and $8.8 billidaring the years ended December 31, 2009,
2008 and 2007, respectively. Our financing actgitprimarily included: (i) contributions, net oftlibutions made to noncontrolling interests,
of $0.8 billion, $2.8 billion and $7.1 billion dung the years ended December 31, 2009, 2008 and &&péctively;
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(i) repayment of debt obligations net of processtsived of $(0.3) billion, $(0.2) billion and $28lion for the years ended December 31,
2009, 2008 and 2007, respectively; and (iii) disttions to, net of contributions by, our equitydeis of $0.2 billion, $0.1 billion and
$0.9 billion during the years ended December 3092Q008 and 2007, respectively.

Critical Accounting Policies

The preparation of our consolidated andhiaed financial statements in accordance with GA@dfuires our management to make
estimates and judgments that affect the reportegliata of assets and liabilities, disclosure of c@@nt assets and liabilities, and reported
amounts of revenues, income and expense. Our maweaigdases these estimates and judgments on deailédrmation, historical experien
and other assumptions that we believe are reaspuoalder the circumstances. However, these estipjatiEsnents and assumptions are often
subjective and may be impacted negatively basethanging circumstances or changes in our analifsgstual amounts are ultimately
different from those estimated, judged or assumadsions are included in the consolidated and éoetbfinancial statements in the period in
which the actual amounts become known. We beliegddllowing critical accounting policies could patially produce materially different
results if we were to change underlying estimgtefgments or assumptions. Please see the notes twhsolidated and combined financial
statements included elsewhere in this documerfuftiier detail regarding our critical accountingdipes.

Principles of Consolidatior

Our policy is to consolidate (i) those &as in which we hold a majority voting interestr@ve majority ownership and control over
significant operating, financial and investing dsans of the entity including those KKR Funds inieththe general partner is presumed to t
control or (ii) entities determined to be variabiiterest entities ("VIEs") for which we are congiele the primary beneficiary.

The majority of the entities consolidatgdus are comprised of: (i) those entities in whighhave majority ownership and have control
over significant operating, financial and investiherisions and (ii) the consolidated KKR Funds,clitare those entities in which we hold
substantive, controlling general partner or manggiember interests. With respect to the consolilgteR Funds, we generally have
operational discretion and control, and limitedtpars have no substantive rights to impact onggimgernance and operating activities of the
fund.

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

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

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

Our consolidated funds are treated as tinverst companies under investment company accougtiiance for the purposes of GAAP
and, as a result, reflect their investments orctmesolidated and combined statement of financiatiition at fair value, with unrealized gains
losses resulting from changes in fair value refldais a component of investment income in the dioladed and combined statements of
operations. We have retained the specialized atioguof 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 afriet price observability used in measuring investts at fair value. Market price
observability is affected by a number of factongluding the type of investment and the charadtesispecific to the investment. Investments
with readily available actively quoted prices or ¥ehich fair value can be measured from activelgtgd prices generally will have a higher
degree of market price observability and a lessgrek of judgment used in measuring fair value.

Investments measured and reported at &hrevare classified and disclosed in one of thieviehg categories:

Level I—Quoted prices are available inaetinarkets for identical investments as of the répg date. The type of investments included
in Level I include publicly listed equities and pigly listed derivatives. In addition, securitieald, but not yet purchased and call options are
included in Level I. We do not adjust the quoteidgfor these investments, even in situations wherdold a large position and a sale could
reasonably affect the quoted price. We classifi@d% of total investments measured and reportéairatalue as Level | at March 31, 2010.

Level [I—Pricing inputs are other than qeabprices in active markets, which are either diyear indirectly observable as of the reporting
date, and fair value is determined through theafigrodels or other valuation methodologies. Inaiartases, debt and equity securities are
valued on the basis of prices from an orderly @atisn between market participants provided by tage dealers or pricing services. In
determining the value of a particular investmenitipg services may use certain information withpgect to transactions in such investments,
guotations from dealers, pricing matrices, markaigactions in comparable investments and variglationships between investments.
Investments which are generally included in thiggary include corporate bonds and loans, convertibbt indexed to publicly listed
securities and certain over-the-counter derivatiVés classified 8.9% of total investments measaredireported at fair value as Level Il at
March 31, 2010.

Level lll—Pricing inputs are unobservabe the investment and include situations whereetliglittle, if any, market activity for the
investment. The inputs into the determination a@f¥alue require significant management judgmergsiimation. Investments that are inclu
in this category generally include private portboiompanies held through our private equity fuhis.classified 68.0% of total investments
measured and reported at fair value as Level IMatch 31, 2010. The valuation of our Level Ill @stments at March 31, 2010 represents
management's best estimate of the amounts thatowkanticipate realizing on the sale of these stiments at such date.

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

When determining fair values of investmemts use the last reported market price as oftdterment of financial condition date for
investments that have readily observable markeeprilf no sales occurred on such day, we usebidé frice at the close of business on that
date and, if sold
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short, the "asked" price at the close of businesthat date day. Forward contracts are valued baisedarket rates or prices obtained from
recognized financial data service providers.

The majority of our private equity investmeeare valued utilizing unobservable pricing ipdlanagement's determination of fair valt
based upon the best information available for @gigircumstance and may incorporate assumptiongtbananagement's best estimates after
consideration of a variety of internal and exteffaators. We generally employ two valuation metHod@s when determining the fair value of
a private equity investment. The first methodol@gtypically a market multiples approach that cdess a specified financial measure (such as
EBITDA) and recent public market and private tramnigas and other available measures for valuingpamable companies. Other factors such
as the applicability of a control premium or illidity discount, the presence of significant uncdidsted assets and liabilities and any favor
or unfavorable tax attributes are also consideneatiiving at a market multiples valuation. Thea®t methodology utilized is typically a
discounted cash flow approach. In this approachwilléncorporate significant assumptions and judgnts in determining the most likely
buyer, or market participant for a hypotheticaksathich might include an initial public offeringtivate equity investor, strategic buyer or a
transaction consummated through a combination piéithe above. Estimates of assumed growth regeminal values, discount rates, capital
structure and other factors are employed in this@gch. The ultimate fair value recorded for aipatar investment will generally be within
the range suggested by the two methodologies, tadjdisr issues related to achieving liquidity irdihg size, registration process, corporate
governance structure, timing, an initial publicesffig discount and other factors, if applicable discussed above, we utilize several
unobservable pricing inputs and assumptions inrdeéng the fair value of our private equity invesnts. These unobservable pricing inputs
and assumptions may differ by investment and iraghi@ication of our valuation methodologies. Oyarted fair value estimates could vary
materially if we had chosen to incorporate différenobservable pricing inputs and other assumptions

Approximately 23.1%, or $7.2 billion, an8.8%, or $6.6 billion, of the value of our investmewere valued using quoted market prices,
which have not been adjusted, as of March 31, 20t0December 31, 2009, respectively.

Approximately 76.9%, or $24.0 billion, and.4%, or $22.4 billion, of the value of our invasints were valued in the absence of readily
observable market prices as of March 31, 2010 asakeBber 31, 2009, respectively. The majority of¢hievestments were valued using
internal models with significant unobservable mapaameters and our determinations of the fainesbf these investments may differ
materially from the values that would have resuliedadily observable market prices had existeddifional external factors may cause those
values, and the values of investments for whiclirg@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 timente.

Our calculations of the fair values of jatie company investments were reviewed by Duff &phe LC, an independent valuation firm,
who provided third-party valuation assistance towlsch consisted of certain limited procedureg tha identified and requested it to perform.
Upon completion of such limited procedures, DufP&elps, LLC, concluded that the fair value, asmeiged by us, of those investments
subjected to their limited procedures did not appe&®e unreasonable. The limited procedures didnvolve an audit, review, compilation or
any other form of examination or attestation urglamerally accepted auditing standards. The geparaiers of our funds are responsible for
determining the fair value of investments in goaithf, and the limited procedures performed by Buffhelps, LLC, are supplementary to the
inquiries and procedures that the general partheach fund is required to undertake to deterntieefair value of the investments.
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Changes in the fair value of the investraeritour consolidated private equity funds may iotfthe net gains (losses) from investment
activities of our private equity funds as describeder "—Key Financial Measures—Investment Incomest-@Glains (Losses) from Investment
Activities." Based on the investments of our prévatjuity funds as of March 31, 2010, we estimaedh immediate 10% decrease in the fair
value of the funds' investments generally wouldiltéas a 10% immediate change in net gains (losBeg) the funds' investment activities
(including carried interest when applicable), reflegs of whether the investment was valued usisgmable market prices or management
estimates with significant unobservable pricinguitgo However, we estimate the impact that the apnsatial decrease in investment income
would have on net income attributable to Group ligd would be significantly less than the amourscdibed above, given that a majority of
the change in fair value would be attributable aacontrolling interests.

Substantially all of the value of the intraents in our consolidated fixed income funds wetleed using observable market parameters,
which may include quoted market prices, as of M&th2010 and December 31, 2009. Quoted marketgriechen used, are not adjusted.

Revenue Recognitio

Fees consist primarily of (i) monitoringdaimansaction fees that we receive from our pdgfebmpanies and capital markets activities and
(i) management and incentive fees that we recdinetly from our unconsolidated funds. These faresbased upon the contractual terms of
the management and other agreements that we atdexith the applicable funds, portfolio compargesl third parties. We recognize fees in
the period during which the related services arop@ed and the amounts have been contractualtyeean accordance with the relevant
management or other agreements. Incentive feescaraed either annually or quarterly after all aogencies have been removed.

Our consolidated private equity funds regtine management company to refund up to 20%\tash management fees earned from
limited partners in the event that the funds reieya carried interest. At such time as the furdgaizes a carried interest in an amount
sufficient to cover 20% of the management feesexhar a portion thereof, a liability to the funliffeited partners is recorded and revenue is
reduced for the amount of the carried interestgaized, not to exceed 20% of the management fadsAs of March 31, 2010, the amount
subject to refund for which no liability has beecorded approximated $78 million as a result ofateifunds not yet recognizing sufficient
carried interests. The refunds to the limited pendrare paid, and the liabilities relieved, at sticie that the underlying investments are sold
and the associated carried interests are realize¢de event that a fund's carried interest issudficient to cover all or a portion of the amount
that represents 20% of the earned managementliessg, fees will not be refunded to the funds' kBahipartners, in accordance with the
respective agreements.

Recognition of Investment Incom

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

Due to the consolidation of the majorityonir funds, the share of our funds' investmentrimedhat is allocable to our carried interests and
capital investments is not shown in the consolidated
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combined financial statements. Instead, the investrincome that Group Holdings retains in its nebime, after allocating amounts to
noncontrolling interests, represents the portioitsoinvestment income that is allocable to us.@&se the substantial majority of our funds are
consolidated and because we hold only a minoribnemic interest in our funds' investments, our sludithe investment income generated by
our funds' investment activities is significantiss than the total amount of investment incomespites in its consolidated and combined
financial statements.

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

Recognition of Carried Interests in Statement oé@pons

Carried interests entitle the general gartf a fund to a greater allocable share of tinel'Riearnings from investments relative to the
capital contributed by the general partner andespondingly reduce noncontrolling interests' atitdble share of those earnings. Amounts
earned pursuant to carried interests in the KKRdBware included as investment income in Net Gaiosdes) from Investment Activities and
are earned by the general partner of those funtietextent that cumulative investment returngpasgtive. If these investment returns decrt
or turn negative in subsequent periods, recogriaeded interest will be reduced and reflectedhasstment losses. Carried interest is
recognized based on the contractual formula s#t forthe instruments governing the fund as ifftned was terminated at the reporting date
with the then estimated fair values of the investtaeealized. Due to the extended durations ofoivate equity funds, management believes
that this approach results in income recognitiat tiest reflects our periodic performance in theagament of those funds.

The instruments governing our private ggfinds generally include a "clawback" or, in cart@stances, a "net loss sharing” provision
that, if triggered, may give rise to a contingebligation that may require the general partneetann or contribute amounts to the fund for
distribution to investors at the end of the lifetloé fund.

Clawback Provision

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

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

Carry distributions arising subsequenti® Transactions will be allocated generally toyaol participants and the Combined Business
in accordance with the terms of the instrumentsegung the KKR Group Partnerships.

Net Loss Sharing Provisiol

The instruments governing certain of ouvate equity funds may also include a "net losgiskygrovision," that, if triggered, may give
rise to a contingent obligation that may require general partners to contribute capital to thel fao fund 20% of the net losses on
investments. In connection
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with the "net loss sharing provisions," certairoaf private equity funds allocate a greater shatkeir investment losses to us relative to the
amounts contributed by us to those vehicles. Isghehicles, such losses would be required to taelyyaour to the limited partners in those
vehicles in the event of a liquidation of the fuedardless of whether any carried interest hadiguely been distributed. Unlike the
“"clawback" provisions, we will be responsible fen@unts due under net loss sharing arrangementwiilnddemnify our principals for
personal guarantees that they have provided wbeiet to such amounts.

Recent Accounting Pronouncements

On January 1, 2010, KKR adopted guidansgeid by the Financial Accounting Standards Bodféd$B") on issues related to variable
interest entities ("VIES"). The amendments sigaifitty affect the overall consolidation analysisaging the approach taken by companies in
identifying which entities are VIEs and in deterimmwhich party is the primary beneficiary. Thedpice requires continuous assessment of
the reporting entity's involvement with such VIE$ie guidance provides a limited scope deferraafogporting entity's interest in an entity t
meets all of the following conditions: (a) the éntias all the attributes of an investment compasgefined under AICPA Audit and
Accounting Guidelnvestment Companie®r does not have all the attributes of an investincompany but is an entity for which it is
acceptable based on industry practice to apply areagent principles that are consistent with the PACAudit and Accounting Guide,
Investment Compani, (b) the reporting entity does not have explicitroplicit obligations to fund any losses of thdignthat could
potentially be significant to the entity, and (o tentity is not a securitization entity, assetkeakfinancing entity or an entity that was formerly
considered a qualifying speciplirpose entity. The reporting entity is requireghéasform a consolidation analysis for entities tipaalify for the
deferral in accordance with previously issued gudgaon variable interest entities. Prior to thasiew of the consolidation rules, KKR
consolidated a substantial majority of its investineshicles. With respect to all of the KKR Funl&R holds substantive, controlling intere
and the limited partners have no substantive rigghisipact ongoing governance and operating agitAccordingly, the incremental impact
of the revised consolidated rules has not resitté¢kde consolidation or deconsolidation of any KKBnds. With respect to other investment
vehicles that meet the definition of a VIE, thenétees have qualified for the deferral of the sad consolidation rules and the consolidation
analysis was based on previous consolidation rdles result, KKR consolidates the same entitigh before and after adopting these new
rules. The revised guidance also enhances theodige requirements for a reporting entity's invoteat with VIEs, including presentation on
the consolidated statements of financial conditibassets and liabilities of consolidated VIEs whiceet the separate presentation criteria and
disclosure of assets and liabilities recognizeth@consolidated statements of financial conditind the maximum exposure to loss for those
VIEs in which a reporting entity is determined @ be the primary beneficiary but in which it hagaaiable interest.

In January 2010, the FASB issued guidamcienproving disclosures about fair value measureémdrhe guidance requires additional
disclosure on transfers in and out of Levels | Bridir value measurements in the fair value hielngrand the reasons for such transfers. In
addition, for fair value measurements using sigaifit unobservable inputs (Level 1ll), the recomtitin of beginning and ending balances shall
be presented on a gross basis, with separate sliselof gross purchases, sales, issuances aretrgaits and transfers in and transfers out of
Level Ill. The new guidance also requires enhartisdosures on the fair value hierarchy to disaggte disclosures by each class of asset
liabilities. In addition, an entity is required poovide further disclosures on valuation technigaied inputs used to measure fair value for fair
value measurements that fall in either Level ILevel Ill. The guidance is effective for interimchannual periods beginning after
December 15, 2009, except for the disclosures ghaehases, sales, issuances, and settlementsiialtfiorward of activity in Level 11l fair
value measurements, which are effective for figealrs beginning after December 15, 2010. KKR adbtite guidance, excluding the
reconciliation of
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Level Ill activity. As the guidance is limited tmleanced disclosures, adoption did not have a naaterpact on the consolidated and combined
financial statements.

In January 2010, the FASB issued ASU Nd.(206,Improving Disclosures About Fair Value Measuremeavticch amended ASC 820,
Fair Value Measurements and Disclosu. The updated guidance requires an entity to ptesaniled disclosures about transfers to and from
Level 1 and 2 of the Valuation Hierarchy effectdanuary 1, 2010 and requires an entity to presgehpses, sales, issuances, and settlements
on a "gross" basis within the Level 3 (of the Véiom Hierarchy) reconciliation effective January2D11. We will adopt the guidance during
2010 and 2011, as required, and the adoption ailemo material impact on our financial positiorresults of operations; however, it will
result in additional required disclosures.

In February 2010, the FASB updated AccaynBtandards Codification Section 855 ("ASC 8550bsequent Eventsvhich addresses
certain implementation issues related to an estigquirement to perform and disclose subsequemt@rocedures. The updated guidance
requires SEC filers and conduit debt obligors famauit debt securities that are traded in a pubbeket to evaluate subsequent events through
the date the financials are issued. All other mrgtiire required to "evaluate subsequent everdadhrthe date the financial statements are
available to be issued.” This guidance also exe®Rts filers from disclosing the date through whscihsequent events have been evaluated.
The guidance is effective immediately. We have rtakéo consideration this guidance when evaluagimgsequent events and have included in
the financial statements the required disclosures.

Qualitative and Quantitative Disclosures About Market Risk

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

Market Risk

Our funds hold investments that are regbatefair value. Net changes in the fair valuenveistments impact the net gains from
investments in our combined statements of operstiBased on the investments of our funds as of Mai¢ 2010, we estimate that a 10%
decrease in the fair value of our funds' investmerduld result in a corresponding reduction in stagent income. However, we estimate the
impact that the consequential decrease in investineome would have on our reported income atteblg to Group Holdings would be
significantly less than the amount presented abgiven that a substantial majority of the chang&invalue would be attributable to
noncontrolling interests.

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

Securities Market Risl

Our investment funds make certain investsanportfolio companies whose securities are iplyptraded. The market prices of securities
may be volatile and are likely to fluctuate dueato
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number of factors beyond our control. These fadtekide actual or anticipated fluctuations in thmrterly and annual results of such
companies or of other companies in the industrieshich they operate, market perceptions concerthiagavailability of additional securities
for sale, general economic, social or political@lepments, industry conditions, changes in govemmeagulation, shortfalls in operating
results from levels forecasted by securities aglyle general state of the securities market#ret material events, such as significant
management changes, re-financings, acquisitionslspasitions. In addition, although our privateligg funds primarily hold investments in
portfolio companies whose securities are not pibtiaded, the value of these investments may filstuate due to similar factors beyond our
control.

Exchange Rate Risl

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

Because most of the capital commitmentsutofunds are denominated in U.S. dollars, our primexposure to exchange rate risk relates
to movements in the value of exchange rates bettyeel.S. dollar and other currencies in whichiouestments are denominated (primarily
euro, British pound and Australian dollars). Wémate that a simultaneous parallel movement by kD#be exchange rates between the U.S.
dollar and all of the major foreign currencies ihigh our funds' investments were denominated adasth 31, 2010 would result in net gains
or losses from investment activities of our funéi$@06.5 million. However, we estimate that theeeffon its income before taxes and its net
income from such a change would be significanthg lfhan the amount presented above, because arsidishajority of the gain or loss wot
be attributable to noncontrolling interests in Gurds.

Credit Risk

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

Interest Rate Risl

We have debt obligations that include reing credit agreements and certain investment Gimgnarrangements structured through the
of total return swaps which effectively convertrthparty capital contributions into our borrowing$iese debt obligations accrue interest at
variable rates, and changes in these rates wofddtdfie amount of interest payments that we woale to make, impacting future earnings
and cash flows. Based on our debt obligations dayatiiMarch 31, 2010 (inclusive of debt obligatiafi®ur consolidated funds), we estimate
that interest expense relating to variable rateslavincrease on an annual basis by $13.3 milliothéevent interest rates were to increase by
100 basis points. The estimated impact on intengs¢nse, excluding the debt obligations of our obidated funds, is $3.5 million.
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BUSINESS
Overview

Led by Henry Kravis and George Robertsanea global alternative asset manager with $54i@rbin AUM as of March 31, 2010 and a
34-year history of leadership, innovation and inrent excellence. When our founders started onr ifir 1976, they established the principles
that guide our business approach today, includipgtent and disciplined investment process; tlgnaient of our interests with those of our
investors, portfolio companies and other stakehsldend a focus on attracting world-class talent.

Our business offers a broad range of asaetgement services to our investors and proviaigisat markets services to our firm, our
portfolio companies and our clients. Throughout lustory, we have consistently been a leader irpthate equity industry, having completed
more than 175 private equity investments with altoinsaction value in excess of $430 billionrdoent years, we have grown our firm by
expanding our geographical presence and buildisgnesses in new areas, such as fixed income aritdloaarkets. Our new efforts build on
our core principles, leverage synergies in ourrmegs, and allow us to capitalize on a broader rahgeportunities that we source.
Additionally, we have increased our focus on seéngour existing investors and have invested megully in developing relationships with
new investors.

With over 600 people, we conduct our bussrthrough 14 offices on four continents, providisgwith a pre-eminent global platform for
sourcing transactions, raising capital and carrgingcapital markets activities. We have grown AUiM significantly, from $15.1 billion as of
December 31, 2004 to $54.7 billion as of MarchZ110, representing a compounded annual growttofé2@.7%. Our growth has been driven
by value that we have created through our operalfipfocused investment approach, the expansiauogxisting businesses, our entry into
new lines of business, innovation in the produicé tve offer investors, an increased focus on pliogitailored solutions to our clients and the
integration of capital markets distribution acfie.

As a global alternative asset manager,ave management, monitoring, transaction and ineeriées for providing investment
management, monitoring and other services to audsuvehicles, managed accounts and portfolio carepaand we generate transaction-
specific income from capital markets transactidlie. earn additional investment income from investing own capital alongside our investors
and from the carried interest we receive from audfs and certain of our other investment vehidesarried interest entitles the sponsor of a
fund to a specified percentage of investment gidiasare generated on third-party capital thatvested.

We seek to consistently generate attradtivestment returns by employing world-class pegfukowing a patient and disciplined
investment approach and driving growth and valeation in our portfolio. Our investment teams hdgep industry knowledge and are
supported by a substantial and diversified capig@le, an integrated global investment platformettpertise of operating consultants and st
advisors and a worldwide network of business retesthips that provide a significant source of inresit opportunities, specialized knowledge
during due diligence and substantial resourcesriating and realizing value for stakeholders. Wlgelkie that these aspects of our business
will help us continue to expand and grow our bussnend deliver strong investment performance iargety of economic and financial
conditions.

Strengths

Over our history, we have developed a lssrapproach that centers around three key prascifi) adhere to a patient and disciplined
investment process; (ii) align our interests witbge of our investors and other stakeholders; i@hdt{ract world-class talent for our firm and
portfolio companies. Based on these principleshaxe developed a number of strengths that we leeliev
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differentiate us as an alternative asset managkeprovide additional competitive advantages thatlwaleveraged to grow our business and
create value. These include:

Firm Culture and People

When our founders started our firm in 19é8eraged buyouts were a novel form of corporatenfce. With no financial services firm to
use as a model and little interest in copying dsting formula, our founders sought to build a fib@sed on principles and values that would
provide a proper institutional foundation for yetvxome. We believe that our success and indlesidership has been largely attributable to
the culture of our firm and the values we live Wje believe that our experienced and talented pewgie represent our culture and values,
have been the key to our success and growth. Madses and our "one firm" culture will not changeaaresult of the U.S. Listing.

Leading Brand Name

The "KKR" name is associated with: expetgeand success in private equity transactions wke} a focus on operational value creation
in portfolio companies; a strong investor baselpd@ network of leading business relationshipseautation for integrity and fair dealing;
creativity and innovation; and superior investmaatformance. The strength of our brand helps waativorld-class talent, raise capital and
obtain access to investment opportunities. It hes provided the firm with a foundation to expamd aliversify into new business lines. We
intend to leverage this strength as we continugrday and expand our businesses.

Global Presence and Integrated One Firm Approach

We are a global firm. Although our operaticspan multiple continents and business lined)ave a common culture and are focused on
sharing knowledge, resources and best practiceaghout our offices and across asset classes.dffitles in 14 major cities on four
continents, we have created an integrated globdfigoin for sourcing and making investments in npldtiasset classes and throughout the
capital structure. Our global and diversified opieres are supported by extensive local market kedgé, which provides an advantage for
sourcing investments, consummating transactiongaisihg capital from a broad base of investorbally.

Our investment processes are overseenvegtiment committees that operate globally and Hgdiormanagement committee monitors
private equity investments. Where appropriate, stwment professionals across our various businessdstogether and with our capital
markets team to source and execute investment ytes. We believe that operating as an integréiten enhances the growth and stability
of our business and helps optimize the decisionmalee across asset classes and geographies.

Sourcing Advantage

We believe that we have a competitive athge for sourcing new investment opportunities essalt of our internal deal generation
strategies, industry expertise and global netwAdkoss our businesses, our investment professi@amalsrganized into industry groups and
work closely with our operating consultants and@eadvisors to identify attractive businesses.seheeams conduct their own primary
research, develop views on industry themes andsreand identify companies in which we may wariht@st.

We also maintain relationships with leadaxgcutives from major companies, commercial amdstment banks and other investment and
advisory institutions. Through our industry focuslaylobal network, we often are able to obtain esitle or limited access to investments that
we identify. Our reputation as a patient and losgrtinvestor also makes us an attractive sourcagifal for

159




Table of Contents

companies and, through our relationships with méj@ncial institutions, we generate additionahaction opportunities.
Distinguished Track Record Across Economic Cyc

We have successfully employed our patiedtdisciplined investment process through all typfesconomic and financial conditions,
developing a track record that distinguishes thma.fFrom our inception through March 31, 2010, ptivate equity funds with at least
36 months of investment activity generated a cutivdaross IRR of 25.8%, compared to the 11.6% gIBR achieved by the S&P 500 Index
over the same period. Additionally, we establisbhedfixed income business in 2004 and, despitécditf market conditions, the returns in e
of our core strategies since inception have outperéd relevant benchmarks.

Sizeable Lon-Term Capital Base

As of March 31, 2010, we had $54.7 billafPAUM, making us one of the largest independeterahtive asset managers in the world.
private equity funds and certain of our co-investmeshicles receive capital commitments from ingesthat may be called for during an
investment period that typically lasts for six y@and may remain invested for up to approximat@lydars from the acquisition date. In
addition, our specialty finance company as webasstructured finance vehicles include capitat tb&ither long-dated or has no fixed
maturity. As of March 31, 2010, approximately 9486$51.3 billion, of our AUM had a contractual & inception of at least 10 years, which
has provided a stable source of long-term capitabir business.

Long-Standing Investor Relationships

We have established strong relationshiglk air investors, which has allowed us to raiseifitant amounts of capital for investment
across a broad range of asset classes. We haveraified group of investors, including some of llwgest public and private pension plans,
global financial institutions, university endowmeind other institutional and public market investdany of these investors have invested
with us for decades in various products that weeteponsored. We continue to develop relationshiiswvew significant investors worldwide,
providing an additional source of capital for oowvéstment vehicles. We believe that the strengtgdtih, duration and diversity of our inves
relationships provides us with a significant adeget for raising capital from existing and new sesrand will help us continue to grow our
business.

Alignment of Interests

Since our inception, one of our fundameptalosophies has been to align the interestsefitin and our people with the interests of our
investors, portfolio companies and other stakehsld&e achieve this by putting our own capital bdhour ideas. We and our principals have
over $6.5 billion invested in or committed to owvrofunds and portfolio companies, including $4 [idn funded through our balance sheet,
$1.2 billion of additional commitments to investrhé&mds and $1.0 billion in personal investments.

Creativity and Innovation

We pioneered the development of the levestdmiyout and have worked throughout our historgréate new and innovative structures for
both raising capital and making investments. Ostadny of innovation includes establishing permareapital vehicles for our Public Markets
and Private Markets segments and developing neutetaparkets and distribution capabilities in NoAmerica, Europe and Asia.
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Growth Strategy

We intend to grow our business and creabeevfor our common unitholders by:

. generating superior returns on assets that we neagragjour principal assets;
. growing our assets under managem
. entering new businesses and creating new prochat$etverage our core competenc
. continuing our expansion into new geographies wadpect to both investing and raising capital;
. expanding our capital markets business; and
. using our principal assets to grow and invest inbasiness
Our Firm

Global Operations

With offices in New York, Menlo Park, SaraRcisco, Houston, Washington, D.C., London, P&ttsig Kong, Tokyo, Beijing, Seoul,
Mumbai, Dubai and Sydney, we have established tuas@s a leading global alternative asset man&gerexpansion outside of the United
States began in 1995 when we made our first investin Canada. Since that time, we have takengtenm strategic approach to investing
globally and have multilingual and multiculturalestment teams that have local market knowledgesaymificant business, investment and
operational experience in the countries in whichinuest. We believe that our global capabilitiegéassisted us in raising capital and
capturing a greater number of investment oppoligsjitvhile enabling us to diversify our operations.

While our operations span multiple contitseand asset classes, our investment professiaraupported by an integrated infrastructure
and operate under a common set of principles asohéss practices that are monitored by global cdatees. The firm operates with a single
culture that rewards investment discipline, cregtidetermination and patience and the sharingfofmation, resources, expertise and best
practices across offices and asset classes. Wipeopfate, we staff transactions across multipfece$ and businesses in order to take
advantage of the industry-specific expertise ofinuestment professionals, and we hold regular mgein which investment professionals
throughout our offices share their knowledge angkeiences. We believe that the ability to drawlanlbcal cultural fluency of our investment
professionals while maintaining a centralized artdgrated global infrastructure distinguishes osifother alternative asset managers and has
been a substantial contributing factor to our abth raise funds, invest internationally and exppanr businesses.

Global Committees

Our investment processes are overseenvagtiment and portfolio management committees thetate globally. Our investment
committees are responsible for reviewing and agpgpall investments made by their business segmmeatstoring due diligence practices ¢
providing advice in connection with the structuringgotiation, execution and pricing of investmef@sr portfolio management function is
responsible for working with our investment profeasls from the date on which a private equityiged income investment is made until the
time the investment is exited in order to ensuet $frategic and operational objectives are acdstmgd and that the performance of the
investment is closely monitored.
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Our Segments

Private Markets

Through our Private Markets segment, weagarand sponsor a group of investment funds ardvestment vehicles that invest capital
for long-term appreciation, either through coningllownership of a company or strategic minoritgifions. We have also launched an
initiative to manage direct investments in natueglources assets, such as oil and natural gasrppespéhat offer investors exposure to
underlying commodity prices, current cash flowsirthe production of the acquired resources, exgosucommodity prices and thereby a
means of hedging inflation. These investment fuanttd co-investment vehicles are managed by KohlKesgis Roberts & Co. L.P., a
registered investment advisor, and currently comdia number of private equity funds that havenad life and investment period, which are
referred to as traditional private equity funds.a&dvlarch 31, 2010, the segment had $40.9 billibAWOM and our actively investing funds
included geographically differentiated investmemtds and vehicles with over $12.8 billion of unusegital commitments, providing a
significant source of capital that may be deplogkxbally.

Private Markets Assets Under Management(1)
($ in billions)

8408

2004 2005 2006 2007 2008 2009 3200

(1)  Assets under management are presented pro forniaef@ombination Transaction and, therefore, exchhé net asset value of KKR
Guernsey and its commitments to our investmentgund

Throughout our history, we have consistebden a leader in the private equity industry. desistently look for opportunities to lever:
our private equity experience to enter complemgritasinesses. We recognize the important roleitifi@structure plays in the growth of both
developed and developing economies, and believettbalobal infrastructure market provides an apputy for the firm's combination of
private investment, operational improvement, amlil&ory stakeholder management skills. We begdldibg out our infrastructure operatic
as a complementary business in
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2008 in order to capitalize on the growing demasrdyfobal infrastructure investment and provideeistors with an opportunity to invest in
infrastructure assets as a distinct asset class.

Experience

We are a world leader in private equityihg raised 16 funds with approximately $59.8 bitliof capital commitments through March
2010. We invest in industry-leading franchises atithct world-class management teams. Our investapproach leverages our capital base,
sourcing advantage, global network, industry knolgks and unigue access to operating consultantseamdr advisors, which we believe sets
us apart from other private equity firms.

Portfolio

The following charts present informatiomcerning the amount of capital invested by tradaigrivate equity funds by geography and
industry through March 31, 2010. We believe that ttata illustrates the benefits of our businegs@ach and our ability to source and invest
in deals in multiple industries and geographies.

Dollars Invested by Geography Dollars Invested by Industry
(European Fund and Subsequent Funds as of (European Fund and Subsequent Funds as of
March 31, 2010) March 31, 2010)
Asia Chemicals ‘Consume:
10.4% Transpartation Products Education

J6%

1
1.8% 6% Energy
Talecom T.7% ] .
0%, Financial

Services

13.1%
Technology
MNorth America 13.6%
£7.6% Higalth Carg
16.2%
Ewrope

Redail
42.0%

14, 5%% Hmai}s-l.;isu ]
Recycling Manufacturing
1.0% Media 11.7%
10.4%

Our current private equity portfolio helsheng our European Fund and subsequent funds cengister 50 companies with more than
$200 billion of annual revenues and more than IMDdmployees worldwide. These companies are headgedin 14 countries and operat
14 general industries which take advantage of camdand deep industry and operating expertiseyMathese companies are leading
franchises with global operations, strong managénsams and attractive growth prospects, which alee will provide benefits through a
broad range of business conditions, including tireent economic cycle.
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The following table presents informatiomcerning the portfolio companies in our private iggportfolio as of March 31, 2010.

Company
Name

Ambea AB

Coffee Day Resorts Private Limit
Pets at Home Limite

TASC, Inc.

Far Eastern Leasing Co., Lt
Eastman Kodak Compat

BMG Rights Management Gmb
Oriental Brewery Co., Ltd
East Resources, In¢

Ma Anshan Modern Farmir
KKR Debt Investors S.ar.|
Legg Mason, Inc.

Unisteel

Northgate Information Solutions Limite
Bharti Infratel Limited

Harman International Industries, In
Laureate Education, Inc
Energy Future Holdings Corg
First Data Corporatio

Alliance Boots Gmbt

Biomet, Inc.

Tarkett S.A.

Tianrui Group Cement Co., Ltc
ProSiebenSat.1 Media A
Dollar General Corporatio
U.S. Foodservice, Inc

MMI Holdings Limited

Yageo Corporatiol

U.N. Rc-Ro Isletmeleri A.S.
Capmark Financial Group Inc
HCA Inc.

BIS Cleanawa

KION Group GmbH

The Nielsen Company B.V
PagesJaunes Groupe S.
Seven Media Grou

AVR Bedrijven N.V.

Aricent Inc.

NXP B.V.

TDC A/S

Accellent Inc.

Duales System Deutschland /£
Toys 'R' Us, Inc.

Avago Technologies Limite
SunGard Data Systems, In
Sealy Corporatiol
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Year of

Investment Industry Country
201C Healthcare Sweder
201C Retall India
201C Retalil United Kingdom
200¢  Technology United State:
200¢ Financial Service China
200¢  Technology United State:
200¢ Media Germany
200¢ Consumer Produc  South Koree
200¢ Energy United State:
200¢ Consumer Produc  China
200¢ Financial Service United State:
200¢  Financial Service United State:
200¢  Technology Singapore
200¢  Technology United Kingdom
200¢ Telecom India
2007 Consumer Produc  United State:
2007 Education United State:
2007 Energy United State:
2007 Financial Service United State!
2007 Health Care United Kingdom
2007 Health Care United State:
2007 Manufacturing France
2007 Manufacturing China
2007 Media Germany
2007 Retail United State:
2007 Retail United State:
2007 Technology Singapore
2007 Technology Taiwan
2007 Transportatior Turkey
200¢ Financial Service United State:
200€ Health Care United State:
200¢€ Recycling Australia
200¢ Manufacturing Germany
200¢ Media United State:
200¢ Media France
200¢ Media Australia
200¢ Recycling The Netherland
200¢  Technology India
200¢ Technology The Netherland
200€  Telecom Denmark
200t Health Care United State:
200t Recycling Germany
200t Retall United State:
200t Technology Singapore
200t  Technology United State:
2004  Consumer Produc  United State:
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Company Year of

Name Investment Industry Country
Jazz Pharmaceuticals, In 2004 Health Care United State:
Visant Corporatiot 2004 Media United State:
A.T.U. Autc-Teile-Unger Holding GmbF 200¢ Retail Germany
Maxeda B.V. 2004  Retall The Netherland
Rockwood Holdings, Inc 2004 Chemicals United State:
KSL Holding—Hotel del Coronad 2002 Hotel Leisure United State:
Legrand Holdings S.A 200z Manufacturing France

The table below presents information aslafch 31, 2010 relating to our traditional privatguity funds and other Private Markets
investment vehicles. This data does not reflectisitipns or disposals of investments, changeavestment values or distributions occurring
after March 31, 2010.

As of March 31, 2010

Investment Period Amount
Percentage
Committed
Commence- Uncalled
ment End Commit- Commit- by General Remaining  Fair Value
Date(1) Date(1) ment(2) ments Partner Invested  Realized Cost(3) (4)
(Amounts in millions, except percentages
Private
Markets
KKR E2
Investor:
(Annex
Fund) 8/200¢ 11/201: $ 543.C $ 487 4.2% $ 554 $ — 3 55.4 $ 61.C
European
Fund 11l 3/200¢ 3/201¢ 6,001.¢ 4,643.¢ 4.5% 1,358.: — 1,358.: 1,276.
Asian Func 7/2007 7/201: 4,000.( 2,324.: 2.5% 1,675.¢ — 1,675.¢ 2,006.¢
2006 Func 9/200¢ 9/201:  17,642.. 4,854.¢ 2.1% 12,787.t 387.1 12,407.: 12,805.¢
European
Fund Il 11/200¢  10/200¢ 5,750.¢ — 2.1% 5,750.¢ 658.% 5,439. 3,723.°
Millennium
Fund 12/200: 12/200¢ 6,000.( — 2.5% 6,000.( 5,401« 4,506.¢ 5,591.¢
European
Fund 12/199¢  12/200¢ 3,085. — 3.2% 3,085. 5,991.« 627.% 2,150.¢
Total
Private
Equity
Funds 43,023.(  12,309.¢ 30,713.: 12,438.: 26,069.¢ 27,616.
Co-
Investmi
Vehicles Various  Various 1,662.¢ 277.C  Various 1,385.¢ 89.1 1,363.¢ 1,852.¢
KKR
Natural
Resourc 3/201( (5) 257.t 257.5 2.9% — — — —
Total $ 44,9430 $ 12,844.; $ 32,099.0 $ 12,527.. $ 27,4334 $ 29,469.(
1) The commencement date represents the date on wigicfeneral partner of the applicable fund commemeestment of the fund's capital. The end daeesents the earlier of 1

date on which the general partner of the appliciiid was or will be required by the fund's govegnagreement to cease making investments on befitalé fund, unless
extended by a vote of the fund investors, or tite da which the last investment was made.

2) The amount committed represents the aggregateatapinmitments to the fund, including capital cormants by third-party fund investors and the geirsetner. Foreign
currency commitments have been converted into dblars based on (i) the foreign exchange rathetiate of purchase for each investment and @igttthange rate that
prevailed on December 31, 2009, in the case ofndg€d commitments.

3) The remaining cost represents investors' initieégtment adjusted for any return of capital in &ssgll held by the fund.
(4) Fair value refers to the value determined by usctordance with U.S. GAAP.
(5) Third anniversary of the first acquisition.
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Performance

We take a long-term approach to privat@tggnvestments and measure the success of oasiments over a period of years rather than
months. Given the duration of our private equityeistments, the firm focuses on realized multipfeswested capital and IRRs when
deploying capital in private equity transactionscg our inception, we have completed more thangkiR&te equity investments involving an
aggregate transaction value of more than $43®bilkVe have nearly doubled the value of capitdlwehave invested in private equity,
turning $47.2 billion of capital into $89.9 billiasf value.

Amount Invested and Total Value
Private Equity Investments
As of March 31, 2010

6890

Raalized
Walua
$61.5

(% In biBione)

Arnount Invessiod Toiat Wit Lo

From our inception in 1976 through Mardh 2010, our investment funds with at least 36 meuwif investment activity generated a
cumulative gross IRR of 25.8%, compared to the %lgBoss IRR achieved by the S&P 500 Index ovestiee period, despite the cyclical .
sometimes challenging environments in which we haperated. The S&P 500 Index is an unmanaged iade)our returns assume
reinvestment of distributions and do not reflect &es or expenses.

The table below presents information as of March2®1.0 relating to the historical performance affeaf our Private Markets investm
funds since inception, which we believe illustrates benefits of our investment approach. This dats not reflect additional capital raised
since March 31, 2010 or acquisitions or disposhlswestments, changes in investment values oribligions occurring after that date. You are
encouraged to review the cautionary note belovafdescription of reasons why the future resultsusfinvestment funds may differ from the
historical results of our investment funds.

Amount Fair Value of Investments MU|tifD|€
0
Gross Net Invested
Private Markets Investment Funds Commitment Invested Realized Unrealized Total IRR* IRR* Capital**

($ in millions)
Legacy Funds(1

1976 Func $ 31% 31% 537 $ — $ 537 39.5%  35.5% 17.1
1980 Func 357 357 1,82¢ —  1,82¢ 29.0%  25.&% 5.1
1982 Func 32¢ 32¢ 1,291 — 1,291 48.1%  39.2% 3.¢
1984 Func 1,00¢ 1,00¢ 5,96: —  5,96: 34.5%  28.%% 6.C
1986 Func 672 672 9,081 — 9,081 34  28.% 13t
1987 Func 6,13( 6,13C 14,78 59  14,84¢ 12.1% 8.6% 24
1993 Func 1,94¢ 1,94¢ 4,12¢ 7 4,13¢ 23.6% 16.&% 2.1
1996 Func 6,012 6,012  11,45( 754 12,20« 17.%  13.2% 2.C
Included Fundk

European Fund (1999)(. 3,08¢ 3,08t 5,991 2,151 8,14 27.2%  20.2% 2.€
Millennium Fund (2002 6,00( 6,00( 5,401 5,69 10,99: 25.%  18.t% 1.8
European Fund Il (2005)(: 5,751 5,751 65€ 3,72¢ 4,38 9.2% (9-9% 0.8
2006 Func 17,64. 12,78t 387 12,80¢ 13,19: 1.3% (0.9)% 1.C
Asian Fund (2007)(3 4,00( 1,67¢ — 2,007 2,007 & L 1.2
European Fund Il (2008)(2)(: 6,00: 1,35¢ — 1,277 1,27% * * 0.¢
Annex Fund (2009)(c 543 55 — 61 61 & L 1.1
Natural Resources | (2010)( 25¢ — — — — * * N/A
All Funds $ 59,75. $ 47,18¢ $ 61,50: $§ 28,43t $89,94! 25.8%  19.2% 2.C

1) The last investment for each of the 1976 Fund, 108td, the 1982 Fund, the 1984 Fund and the 1986 fas
liguidated on May 14, 2003, July 11, 2003, Deceniderl997, July 17, 1998 al
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December 29, 2004, respectively. The 1987 Fundfaad993 Fund currently hold two investmeiand it is not knowt
when those investments will be liquidated. In thsecof the 1976 Fund and the 1980 Fund, the lsistiditions made to
fund investors occurred on May 17, 2002 and Decere1999, respectively.

2) The capital commitments of the European Fund, te@ean Fund II, the European Fund Il and the Arffnd include
euro-denominated commitments of €196.5 million58Z,2 million, €2,788.8 million and €165.5 milliorgspectively.
Such amounts have been converted into U.S. ddiksed on (i) the foreign exchange rate at theafgtarchase for each
investment and (ii) the exchange rate prevailingvtamch 31, 2010 in the case of unfunded commitments

(3)  The gross IRR, net IRR and multiple of investediteh@are calculated based on our first twelve inwesnt funds, which
represent all of our investment funds that havested for at least 36 months prior to March 31,020done of the Asian
Fund, the European Fund lll, the Annex Fund andi&Resources | had invested for at least 36 nsomstof March 31,
2010. We therefore have not calculated gross IRBSIRRs and multiples of invested capital withpexs to those funds.

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

*x The multiples of invested capital measure the agmieereturns generated by a fund's investmentssiolate terms. Each
multiple of invested capital is calculated by adgingether the total realized and unrealized vatdiesfund's investmen
and dividing by the total amount of capital invesby the fund. Such amounts do not give effecheoaillocation of any
realized and unrealized returns on a fund's investatto the fund's general partner pursuant targedanterest or the
payment of any applicable management fees. Pafstrpemce is not a guarantee of future res

Cautionary Note Regarding Historical Fund Perfornsan

The historical results for our funds desed in this prospectus may not be indicative offtitere results that you should expect from us,
which could negatively impact the fees and incentimounts received by us from such funds. In pda¥cour funds' future results may differ
significantly from their historical results for tiellowing reasons:

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

. you will not benefit from any value that was crehite our funds prior to the Transactions to theeaksuch value has been
realized and we may be required to repay excessiaisipreviously received in respect of carriedriggein our funds if, upon
liquidation of the fund, we have received carriettiest distributions in excess of the amount tclvive were entitled,;

. future performance of our funds will be affectedrbgicroeconomic factors, including negative factsising from recent
disruptions in the global financial markets thateveot prevalent in the periods relevant to centatarn data described in this
prospectus;

. in recent historical periods, the rates of retuwhsome of our funds have been positively influehbg a number of investments

that experienced a substantial decrease in thagedrolding period of such investments and rapidsastantial increases in
value following the dates on which those investrmemtre made; those trends and rates of return wigyen
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repeated in the future, especially given that redestuptions in the global financial markets havereased the difficulty of
successfully exiting private equity investments;

. our funds' returns have benefited from investmemiootunities and general market conditions that matyrepeat themselve
including favorable borrowing conditions in the tetarkets that have since deteriorated, therebyeasing both the cost and
difficulty of financing transactions, and there danno assurance that our current or future furitlbgable to avail themselves
of comparable investment opportunities or marketditoons or that such market conditions will conién

. the rates of return reflect our historical costisture, which may vary in the future due to variadors described elsewhere in
this prospectus and other factors beyond our chmt@uding changes in laws; and

. we may create new funds and investment produdtgeifuture that reflect a different asset mix inrte of allocations amor
funds, investment strategies, and geographic athabiny exposure.

Investment Approac

Our approach to making private equity inments focuses on achieving multiples of investguital and attractive risk-adjusted IRRs by
selecting high-quality investments that may be netdstractive prices, applying rigorous standafddue diligence when making investment
decisions, implementing strategic and operatiohahges that drive value creation in acquired bgsie®, carefully monitoring investments and
making informed decisions when developing investnesit strategies.

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

Sourcing and Selecting Investments

We have access to significant opportunitiesnaking private equity investments as a restitiur sizeable capital base, global platform
and relationships with leading executives from mammpanies, commercial and investment banks dmer atvestment and advisory
institutions. Members of our global network fregtlgicontact us with new investment opportunitiesluding a substantial number of
exclusive investment opportunities and opportusitiet are made available to only a very limitethbar of other firms. We also proactively
pursue business development strategies that aigndeso generate deals internally based on ththdgpmur industry knowledge and our
reputation as a leading financial sponsor.

To enhance our ability to identify and comenate private equity investments, we have orgdmize investment professionals in industry-
specific teams. Our industry teams work closelyhwitir operating consultants and senior advisoigetatify businesses that can be grown and
improved. These teams conduct their own primargaesh, develop a list of industry themes and treiggsitify companies and assets in need
of operational improvement and seek out businemseésssets that will benefit from our involvemdritey possess a detailed understanding of
the economic drivers, opportunities for value doeaind strategies that can be designed and implierhéo improve companies across the
industries in which we invest.
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Due Diligence and the Investment Decis

When an investment team determines thatastment proposal is worth consideration, thepsal is formally presented to the private
equity investment committee and the due diligerroegss commences. The objective of the due dilig@nocess is to identify attractive
investment opportunities based on the facts amtigistances surrounding an investment and to prepfeenework that may be used from the
date of an acquisition to drive operational improeat and value creation. When conducting due diligeinvestment teams evaluate a nur
of important business, financial, tax, accountirgyironmental and legal issues in order to detegmihether an investment is suitable. In
connection with the due diligence process, investrpeofessionals spend significant amounts of tineting with a company's management
and operating personnel, visiting plants and faediand where appropriate speaking with customedssuppliers in order to understand the
opportunities and risks associated with the propaseestment. Our investment professionals alsahseservices of outside accountants,
consultants, lawyers, investment banks and indestpgrts as appropriate to assist them in thisgg®cThe private equity investment
committee monitors all due diligence practices anust approve an investment before it may be made.

Building Successful and Competitive Busine

When investing in a portfolio company, watper with world-class management teams to exemutaur investment thesis, and we
rigorously track performance through regular reipgrand detailed operational and financial meths. have developed a global network of
experienced managers and operating executives ggist she portfolio companies in making operatiomgdrovements and achieving growth.
We augment these resources with operational guigdiiom our operating consultants at KKR Capstoarics advisors and investment teams
and with "100-Day Plans" that focus the firm's eand drive our strategies. We emphasize efficgapital management, top-line growth,
R&D spending, geographical expansion, cost optitiiraand investment for the long-term.

Realizing Investmen

We have developed substantial expertiseefalizing private equity investments. From ourejpibon through March 31, 2010, the firm has
generated approximately $61.5 billion of cash pedsefrom the sale of our portfolio companies iti@hipublic offerings and secondary
offerings, recapitalizations, and sales to stratbgiyers. When exiting investments, our objects/istructure the exit in a manner that
optimizes returns for investors and, in the cageublicly traded companies, minimizes the impaat the exit has on the trading price of the
company's securities. We believe that our abibtitguccessfully realize investments is attributableart to the strength and discipline of our
portfolio management committee and capital markatsness, as well as the firm's longstanding w@tatiips with corporate buyers and
members of the investment banking and investingnoonities.

Traditional Fund Structures

Most of the private equity funds that wespor and manage have finite lives and investmenbgs. Each fund is organized as a single
partnership or a combination of separate domenticoaerseas partnerships and each partnershipiotied by a general partner. Fund
investors are limited partners who agree to coutela specified amount of capital to the fund fitoimre to time for use in qualifying
investments during the investment period, whichegelty lasts up to six years depending on how dyickpital is deployed. Each fund's
general partner is generally entitled to a cariigerest that allocates to it 20% of the net psoftalized by the limited partners from the fund's
investments.

We enter into management agreements witliraditional private equity funds pursuant to whige receive management fees in exchi
for providing the funds with management and otleevises. These management fees are calculated bagbd amount of capital committec
a fund during the
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investment period and thereafter on the cost hdgtse fund's investments, which causes the febeg teduced over time as investments are
liquidated. These management fees are paid byifwsdtors, who generally contribute capital tofilved in order to allow the fund to pay the
fees to us. Our funds generally allocate managefeestacross individual investments and, as anchweha@nvestment generates returns, 20%
of the allocated management fee is required tehemed to investors before a carried interest beagaid.

We also enter into monitoring agreements wur portfolio companies pursuant to which weeree periodic monitoring fees in exchange
for providing them with management, consulting attter services, and we typically receive transacdhies from portfolio companies for
providing them with financial advisory and othengees in connection with specific transactionssttme cases, we may be entitled to other
potential fees that are paid by an investment taxmpen a potential investment is not consummaten.t@ditional private equity fund
agreements typically require us to share 80% ofaatwsory and other potential fees that are alllectdba fund (after reduction for expenses
incurred allocable to a fund from unconsummatedsaations) with fund investors in the form of a img@ment fee reduction.

In addition, the agreements governing caditional private equity funds enable investorthiose funds to reduce their capital
commitments available for further investments, oriravestor-by-investor basis, in the event certkey persons" (for example, both of
Messrs. Kravis and Roberts, and, in the case tdioegeographically or product focused funds, onmore of the executives focused on such
funds) cease to be actively involved in the managggrof the fund. While these provisions do notwllovestors to withdraw capital that has
been invested or cause a fund to terminate, thermae of a "key man" event could cause disrugtiavur business, reduce the amount of
capital that we have available for future investisemnd make it more challenging to raise additiaagiital in the future.

To the extent investors in our private ggfiinds suffer losses resulting from fraud, gnesgligence, willful misconduct or other similar
misconduct, investors may have remedies againstwgrivate equity funds, our principals or ouil@ftes under the federal securities laws
and state laws. While the general partners andstment advisors to our private equity funds, inolgdheir directors, officers, other
employees and affiliates, are generally indemnifigdhe private equity funds to the fullest extpatmitted by law with respect to their cond
in connection with the management of the businadsadfairs of our private equity funds, such indésndoes not extend to actions determined
to have involved fraud, gross negligence, willfusoonduct or other similar misconduct.

Because fund investors typically are uringllto invest their capital in a fund unless thedis manager also invests its own capital in the
fund's investments, our private equity fund docutsgenerally require the general partners of thelfito make minimum capital commitme
to the funds. The amounts of these commitments;hvliie negotiated by fund investors, generally egngm 2% to 4% of a fund's total capi
commitments at final closing. When investmentsraagle, the general partner contributes capitaleduhd based on its fund commitment
percentage and acquires a capital interest imtrestment that is not subject to a carried intasestanagement fees. Historically, these capital
contributions have been funded with cash from dpmra that otherwise would be distributed to oungipals. Subsequent to the Transactions,
these general partner commitments are expectee toeole through our Capital Markets and Principaivities segment.

Other Private Equity Fund Vehicles

E2 Investors (Annex Fund). We have established the Annex Fund throughhvimeestors in the European Fund Il and the Millerm
Fund make additional investments in portfolio comipa of the European Fund I, which was then firllyested. This fund has several features
that distinguish it from our other traditional pate equity funds, including: (i) it will not payraanagement fee to us; (ii) its general partner will
only be entitled to a carried interest after ngtémy losses, costs and expenses
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relating to European Fund Il and certain Millennieomd investments from the profits of the Annex drimvestments; and (iii) we have agreed
not to charge transaction or incremental monitofe®s in connection with investments in which thenéx Fund participates. In addition,
certain investors transferred a portion of theirdpean Fund Il commitments to the Annex Fund, Wwhpcoportionately reduced the
commitments available to the European Fund Il gredoverall amount of management fees payabled¥thiopean Fund 11l to us.

Other Private Equity Products. The amount of equity used to finance leverdgguts has increased significantly in recent years
creating significant opportunities to offer co-istment opportunities to both fund investors aneothird parties. We have capitalized on this
opportunity by building out our capital markets afistribution capabilities and creating new investinstructures and products that allow us to
syndicate a portion of the equity needed to finaguisitions. These structures includeieestment vehicles and a principal protected pe
equity product, many of which entitle the firm &ceive management fees and/or carry. As of Mar¢l2@10, we had $2.2 billion of AUM in
fee and/or carry-paying products of this type.

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

Natural Resources Produc

We recently launched an initiative to mamdgect investments in natural resources asasth, as oil and natural gas properties. These
investment products seek to generate returns thrthgproduction of the underlying natural resosnwéile providing investors with exposure
to commodity prices and thereby a means of hedgiitagion. As of March 31, 2010, we had receive®$3 million of such commitments.

Public Markets

Through our Public Markets segment, we rgarespecialty finance company and a number okinvent funds, structured finance
vehicles and separately managed accounts thaticapgal in liquid credit strategies, such as faged loans and high yield bonds, and less
liguid credit products such as mezzanine debt apital solutions investments. These funds, vehiatebaccounts are managed by Kohlberg
Kravis Roberts & Co. (Fixed Income) LLC, an SECistgred investment advisor. We intend to contirugrow this business by leveraging
global investment platform, experienced investnpenfessionals and ability to adapt our investménattagies to different market conditions to
capitalize on investment opportunities that mageadt every level of the capital structure. As xamgple, we believe that mezzanine financing,
a hybrid of debt and equity financing, is an atikecform of investing, and interest in mezzanimeducts relates to the favorable position of
mezzanine in the capital structure and its hisatisiattractive risk-reward characteristics. Weidat that expanding into mezzanine products
will allow us to take advantage of synergies with existing fixed income and private equity bussess As of March 31, 2010, this segment
had $13.8 billion of AUM, comprised of $1.0 billiaf assets managed in a publicly traded specialgnte company, $8.1 billion of assets
managed in structured finance vehicles and $4lipibibf assets managed in other types of investmehicles and separately managed
accounts.

The following chart presents the growtlthiea AUM of our Public Markets segment from the coemcement of operations in August 2004
through March 31, 2010.
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Public Markets Assets Under Management(1)
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1) Assets under management are presented pro forntlaef@ombination Transaction and, therefore, exchheé net asset value of Kk
Guernsey and its commitments to our investmentgund

Experience

We launched our Public Markets businegsugust 2004. In connection with the formation dbthusiness, we hired additional investn
professionals with significant experience in eviihgahand managing debt investments, including inmests in corporate loans and debt
securities, structured products and other fixednime instruments, and built out an investment ptatftor identifying, assessing, executing,
monitoring and realizing investments.
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Portfolio

The following charts present informatiomcerning the amount of capital currently investgabr Public Markets segment across all of
the vehicles that it manages as of March 31, 20h6.current investment portfolio primarily consiefshigh yield corporate debt, including
leveraged loans and high yield bonds. We expectamrze securities and capital solutions relateéstments to represent a larger percentage
of investments in the future.
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Performance

We generally review our performance inBhblic Markets segment by investment strategy a