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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

Form 10-Q

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

For the quarterly period ended September 30, 2010

Or

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

For the Transition period from to

Commission File Number 001-34820

KKR & CO. L.P.

(Exact name of Registrant as specified in its @nart

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

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

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

Indicate by check mark whether the regigtheas submitted electronically and posted ondgtparate Web site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T during the préawgd2 months (or for such shorter
period that the registrant was required to submit @ost such files). Ye&] No O

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

Large accelerated fileEl Accelerated filerd Non-accelerated filefx] Smaller reporting companigd
(Do not check if a
smaller reporting compan’

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

As of November 9, 2010, there were 2094d8,Common Units of the registrant outstand
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This report contains forward-looking stagens within the meaning of Section 27A of the Siiasr Act of 1933 and Section 21E of the
Securities Exchange Act of 1934, which reflect cunrent views with respect to, among other thimgs,operations and financial
performance. You can identify these forward-lookitgtements by the use of words such as "outldbk)feve," "expect,” "potential,”
“continue," "may," "should," "seek," "approximatglypredict,” "intend," "will," "plan," "estimate,"anticipate" or the negative version of
these words or other comparable words. Forwardihgpgtatements are subject to various risks anéntaiaties. Accordingly, there are or
will be important factors that could cause actugbomes or results to differ materially from thaséicated in these statements. We believe
these factors include but are not limited to thdsscribed under the section entitled "Risk Factorgur prospectus dated October 1, 2010,
filed with the Securities and Exchange CommissioiOgtober 5, 2010, which is accessible on the S&€lssite at sec.gov. These factors
should not be construed as exhaustive and shoulgidokein conjunction with the other cautionaryetatnts that are included in this report
and in the prospectus. We do not undertake angatiin to publicly update or review any forwardkow statement, whether as a result of
new information, future developments or otherwise.
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Item 1.

Financial Statements

CONSOLIDATED AND COMBINED STATEMENTS OF FINANCIAL C ONDITION (Unaudited)

Assets

PART I. FINANCIAL INFORMATION

KKR & CO. L.P.

(Amounts in Thousands, Except Unit Data)

Cash and Cash Equivalel

Cash and Cash Equivalents Held at Consolidatediés
Restricted Cash and Cash Equivale

Investments, at Fair Valt

Due from Affiliates
Other Asset:

Liabilities and Equity

Total Assets

Debt Obligations
Due to Affiliates
Accounts Payable, Accrued Expenses and Other itiabi

Total Liabilities

Commitments and Contingencies (Note 13)

Equity

KKR & Co. L.P. Partners' Capital (204,902,226 comnaits
issued and outstanding as of September 30, 2010 and

December 31, 200¢

Accumulated Other Comprehensive Incc

Total KKR & Co. L.P. Partners' Capit
Noncontrolling Interests in Consolidated Entit
Noncontrolling Interests held by KKR Holdings L.

Total Equity

Total Liabilities and Equity

September 30,
2010

December 31,
2009

$ 1,05535 $ 546,73
246,11f 282,09:
49,54 72,29¢

33,120,79  28,972,94
129,03 123,98
263,12: 223,05:

$ 34,86395 $ 30,221,11

$ 1,73837 $ 2,060,18

1,33¢ 87,74:
792,07t 711,70

2531,79  2,859,63
1,104,73  1,012,65

2,44¢ 1,19¢

1,107,18  1,013,84

27,194,39  23,275,27

4,030,59  3,072,36

32,332,16  27,361,48

$ 34,86395 $ 30,221,11

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

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

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Revenues
Fees $ 96,01¢ $ 110,86! $ 289,11¢ $ 201,41!
Expenses
Employee Compensation and
Benefits 331,18 58,60: 1,045,33; 152,05:
Occupancy and Related Chary 10,37: 9,451 29,56¢ 28,117
General, Administrative and
Other 94,00( 74,01¢ 229,77( 139,89¢
Fund Expense 14,31 12,52¢ 39,09: 37,01
Total Expenses 449,86 154,59° 1,343,76. 357,07
Investment Income (Loss;
Net Gains (Losses) frol
Investment Activities 1,450,12. 4,047,33 4,768,24! 5,545,46!
Dividend Income 218,23. 104,85 808,51: 182,49:
Interest Incomt 66,60: 38,11¢ 171,05¢ 96,98(
Interest Expens (20,437 (18,477 (34,399 (60,847
Total Investment Income
(Loss) 1,724,52 4,171,83! 5,713,42; 5,764,101
Income (Loss) Before Taxe 1,370,67: 4,128,10: 4,658,78! 5,608,43!
Income Taxes 16,26: 4,11% 60,99¢ 5,80¢
Net Income (Loss) 1,354,41! 4,123,98I 4,597,78. 5,602,63:

Less: Net Income (Loss)

Attributable to Noncontrolling

Interests in Consolidated

Entities 1,293,37. 3,507,32: 3,957,31! 4,674,72
Less: Net Income (Loss)

Attributable to Noncontrolling

Interests held by KKR

Holdings L.P. 52,18¢ — 487,86« —
Net Income (Loss) Attributable to
KKR & Co. L.P. $ 8,85¢ $ 616,66! $ 152,59¢ $ 927,90t

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

Unit
Basic $ 0.04 $ 0.7¢4
Diluted $ 0.04 $ 0.74

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

See notes to consolidated and combined financ# sients.
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CONSOLIDATED AND COMBINED STATEMENTS OF CHANGES IN EQUITY (Unaudited)

Balance at
January 1, 2009

Comprehensive
Income:
Net Income
(Loss)
Other

KKR & CO. L.P.

(Amounts in Thousands, Except Unit Data)

KKR & Co. L.P.
Accumulated
Other
Comprehensive
Income

Noncontrolling
Interests in
Consolidated
Entities

Noncontrolling
Interests
held by KKR
Holdings L.P.

Total
Comprehensive
Income

Partners'
Capital

Total
Equity

$ 150,63« $ 1,24t $ 19,698,47 $ $ 19,850,35

927,90¢ 4,674,72 $ 5,602,63: 5,602,63:

Comprehensi

Income—
Currency

Translation

Adjustment

Total
Comprehensiv
Income

Capital
Contributions
Capital
Distributions
Balance at
September 30,
2009

2,415 2,422 2,422

e

$ 5,605,05!

35,49¢ 1,935,04: 1,970,54:

(320,76() (993,289 (1,314,04)

$ 79327¢ $ 3,66 $ 25,314,996 $ $ 26,111,90

KKR & Co. L.P.
Accumulated
Other
Comprehensive

Noncontrolling Noncontrolling

Total
Interests Comprehensive
held by KKR

Holdings L.P.

Interests in
Consolidated
Entities

Partners'
Capital

Common
Units

Total

Income Income Equity

Balance at
January 1,
2010

204,902,22 $1,012,65 $ 1,19: $ 23,275,27 $ 3,072,36! $27,361,48

Comprehensive
Income:
Net Income
(Loss)
Other
Comprehen:
Income—
Currency
Translation
Adjustment

Total
Comprehensi
Income

Capital
Contributions

Capital
Distributions

152,59¢ 3,957,31! 487,86« $ 4,597,78. 4,597,78.

1,252 32 1,21¢ 2,501 2,501

4,600,28:

— 3,259,33! 720,78 3,980,111

(60,52() (3,297,56)) (251,62) (3,609,71)

Balance at
September 30,
2010

204,902,22 $1,104,73! $ 2,44¢ $ 27,19439 $ 4,030,59 $32,332,16

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

Nine Months Ended

September 30,
2010 2009
Cash Flows from Operating Activities
Net Income (Loss $ 4597,78 $ 5,602,63
Adjustments to Reconcile Net Income (Loss) to Neta&h Provided (Used) by Operating
Activities:
Non-Cash Equity Based Paymel 717,15: —
Net Realized (Gains) Losses on Investmi (1,493,920 391,62¢
Change in Unrealized (Gains) Losses on Investrr (3,274,32) (5,937,09)
Other Noi-Cash Amount: (18,15() 4,37¢
Cash Flows Due to Changes in Operating Assets &fillities:
Change in Cash and Cash Equivalents Held at Caledeti Entitie: 35,03: 292,27
Change in Due from / to Affiliate (112,587 (8,93%)
Change in Other Asse (46,38¢) (5,159
Change in Accounts Payable, Accrued Expenses aner Qiabilities 194,69: 190,84t
Investments Purchasi (3,565,64) (2,183,59)
Cash Proceeds from Sale of Investme 4,131,61! 918,71.
Net Cash Provided (Used) by Operating Activit 1,165,26. (734,32
Cash Flows from Investing Activities
Change in Restricted Cash and Cash Equiva 22,757 8,05¢
Purchase of Furniture, Equipment and Leaseholddrgments (7,42¢) (16,687)
Net Cash Provided (Used) by Investing Activit 15,33: (8,62¢)
Cash Flows from Financing Activities
Distributions to Noncontrolling Interests in Conisated Entities (3,297,56)) (993,289)
Contributions from Noncontrolling Interests in Colidated Entities 3,259,33; 1,935,04-
Distributions to KKR Holdings L.P (251,62) —
Contributions from KKR Holdings L.P 3,631 —
Distributions to Partner (60,52() (211,06%)
Contributions from Partne — 35,49¢
Proceeds from Debt Obligatio 642,40t 490,11:
Repayment of Debt Obligatiol (963,977) (484,307
Deferred Financing Cost (Incurred) Returt (3,66€) IS
Net Cash Provided (Used) by Financing Activit (671,98) 772,56¢
Net Change in Cash and Cash Equivalents 508,61 29,61¢
Cash and Cash Equivalents, Beginning of Pe 546,73 198,64t
Cash and Cash Equivalents, End of Pe $ 1,05535 $ 228,26.
Supplemental Disclosures of Cash Flow Information
Payments for Intere $ 63,95¢ $ 31,82:
Payments for Income Tax $ 55,57¢ $ 52¢
Supplemental Disclosures of Non-Cash Activities
Non-Cash Contributions from KKR Holdings L.P. for eg-based paymen $ 717,15. $ —
Non-Cash Distributions to Partne $ — % 109,69:
Due to Affiliates $ — % 89,00¢
Proceeds Due from Unsettled Investment S $ 6,417 $ 12,44¢
Payments Due to Unsettled Investment Purch $ 12,61¢ $ 2,51¢
Realized Gains on Extinguishment of D $ — % 19,76:
Change in Contingent Carried Interest Repayment&itee $ (21,139 $ —
Unrealized Gain (Losses) on Foreign Exchange ort Déligations $ 2,34: % (11,087
Conversion of Interest Payable into Debt Obligati $ 2,10C $ 11,57¢
Net Realized and Unrealized Gains (Losses) on §orékchange on Cash and Ci
Equivalents Held at Consolidated Entit $ (943) $ 13,950

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

(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION

KKR & Co. L.P. (NYSE:KKR), together withsittonsolidated subsidiaries ("KKR"), is a leaditgpgl alternative asset manager that is
involved in providing a broad range of asset manmagg services to investors and provides capitaketarservices for the firm, its portfolio
companies and clients. Led by Henry Kravis and @ed&toberts, KKR conducts business through 14 affereund the world, which provide
a global platform for sourcing transactions, raijstapital and carrying out capital markets actdgtiKKR operates as a single professional
services firm and carries out its investment atiigiunder the KKR brand name.

KKR & Co. L.P. (the "Partnership") was fagthas a Delaware limited partnership on June 287 2@d its general partner is KKR
Management LLC. The Partnership is the parent comp&KKR Group Limited, which is the non-econongieneral partner of KKR Group
Holdings L.P. ("Group Holdings"), and the Partngrsh the sole limited partner of Group HoldingsoGp Holdings holds a 30% economic
interest in each of (i) KKR Management Holdings .L(Management Holdings") through KKR Managementdit@ys Corp., a Delaware
corporation that is a domestic corporation for UeSleral income tax purposes, and (ii) KKR Funddilays L.P. ("Fund Holdings" and
together with Management Holdings, the "KKR GrowgstRerships") directly and through KKR Fund HoldngP Limited, a Cayman Island
limited company that is a disregarded entity foB federal income tax purposes. The Partnershipugitrits controlling equity interests in t
KKR Group Partnerships, is the holding partnergbighe KKR business.

Reorganization and Combination Transactions

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

KKR historically sponsored the investmeehicle KKR Private Equity Investors, L.P. ("KPEWhich was a Guernsey limited
partnership that traded publicly on Euronext Antsden under the symbol "KPE" prior to October 1, 2A0BE was controlled by Senior
Principals through their general partner inter8sbstantially all of the economic interests in KiRé&re held by third party investors through
their limited partner interests. From the datet®formation, all of KPE's investments were madeugh another Guernsey limited
partnership, KKR PEI Investments, L.P. ("KPE Invesit Partnership"), of which KPE was the sole Edipartner. The KPE Investment
Partnership was controlled by Senior Principalsulgh their general partner interest. Substantéllpf the economic interests in the KPE
Investment Partnership were held by KPE throughnitded partner interest. KPE was establishedlgaéehold limited partner interests in
KPE Investment Partnership and since its incep#®t had no substantive operating activities othan the investing activities conducted
through the KPE Investment Partnership.

In order to facilitate the Combination Tsawation (defined below), KKR completed a seriegafisactions (the "Reorganization
Transactions"), pursuant to which KKR's business marganized under the KKR Group Partnerships.rébeganization involved a
contribution of certain equity interests in KKRgsinesses that were held by KKR's Predecessor Guméine KKR Group Partnerships in
exchange for 100% of the interests in the KKR GrBaptnerships.
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)

On October 1, 2009, KKR & Co. L.P. and K&ipleted a transaction to combine the asset marageusiness of KKR with the
assets and liabilities of KPE (the "Combinationf&action" and together with the Reorganization 3aations, the "Transactions"). The
Combination Transaction involved the contributidrath of KPE's assets and liabilities to the KKRo@p Partnerships in exchange for a 30%
interest in the KKR Group Partnerships. The assedsliabilities contributed to the KKR Group Parstéps by KPE included $3.0 billion of
limited partner interests in the KPE Investmentmiaship, $470.3 million of cash and cash equivalesnd $19.4 million of net other
liabilities. The net asset value per unit of KPEtloa date of the Transactions was greater thapuhbcly-traded unit value of KPE on that
same date. Due to a variety of reasons, includieddct that the holders of publicly traded uniserally hold passive interests with little
influence over the operations of a fund and itsaulyihg investments and are not able to redeem timgis at net asset value, net asset values
of publicly traded closed-end funds are not neaégsarrelated to the public market capitalizatidine Combination Transaction was
negotiated on an armength basis with the independent directors of KRfEneral partner and unanimously approved bydhedbof director
of KPE's general partner, acting upon the unanimecsmmendation of the independent directors of 'KigEneral partner. In addition, the
Combination Transaction was consented to by holoeasmajority of KPE units, excluding any KPE @nithose consent rights were
controlled by KKR or its affiliates.

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

Similarly, because the Transactions didrastilt in a change of control, exchanges involtigvarious noncontrolling interests were
accounted for as equity transactions in accordaitteASC 810-10-45-23. The carrying amount of namteolling interests associated with
the KPE Investment Partnership was adjusted totpereflect the change in ownership interest froat bf KPE to that of KKR & Co. L.P.
Since KKR retained its controlling financial intetén the KKR business, no gain or loss was reamghin the accompanying consolidated
and combined financial statements. This includesttchange of the KPE Investment Partnership 8f1% economic interest in the KKR
Group Partnerships, and the exchange by KKR's gttiecipals and individuals of their ownership irtsts in various entities included in the
accompanying consolidated and combined financiéstents before the Transactions for interestR Kloldings L.P. ("KKR Holdings"),
a Cayman Islands exempted limited partnership.éidohange of the KPE Investment Partnership for% Berest in the KKR Group
Partnerships is reflected in the consolidated amdbined financial statements as a reallocatiorgaftg interests from noncontrolling intere
to KKR & Co. L.P. partners' capital. The contritmrtiof ownership interests held by KKR's principatsl other individuals is reflected in the
consolidated and combined financial statementsraalbbcation of equity interests from KKR & CoH..partners' capital to noncontrolling
interests held by KKR Holdings.
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)

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

U.S. Listing

On July 15, 2010, KKR & Co. L.P. becaméelison the New York Stock Exchange ("NYSE"). In gection with the NYSE listing,
KKR Guernsey contributed its 30% interest held dgto Group Holdings to KKR & Co. L.P. in exchange Y SE listed common units and
distributed those common units to holders of KKRe@isey units (referred to hereafter as the "In-Kiistribution™). Because the assets of
KKR Guernsey consisted solely of its interests imoup Holdings, the In-Kind Distribution resultedtime dissolution of KKR Guernsey and
the delisting of its units from the Euronext Amsiem. As of July 15, 2010, KKR & Co. L.P. indirectgntrolled the KKR Group
Partnerships and indirectly held KKR Group Parthigrsinits representing at that time a 30% econamté@rest in KKR's business. The
remaining 70% of KKR Group Partnership units westdtby KKR's principals through KKR Holdings. Ouéne, the percentage ownership
in the KKR Group Partnerships may change as KKRiligl and/or KKR's principals exchange KKR Grouptiaship units for common
units of KKR & Co. L.P.

Basis of Presentation

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

Prior to the Transactions, the followindites and interests were included in the accompangonsolidated and combined financial
statements, however, were not contributed to th&3¢oup Partnerships as part of the Transactions:

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

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

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

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

10
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)
The interests described in (ii) through) @ve referred to as the "Retained Interests."

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

The Retained Interests were not contribtdetie KKR Group Partnerships but are reflectethénaccompanying consolidated and
combined financial statements as noncontrollingredts in consolidated entities due to the fadtttieentities in which these noncontrolling
interests are held continue to be consolidatedespusnt to the Transactions.

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

To the extent a fund is in a clawback positKKR will record a benefit to reflect the amdsimiue from the KKR principals related to
clawback. By recording this benefit, the clawbabkgation has been reduced to an amount that repteshe obligation of the KKR Group
Partnerships. In connection with the Transactiéi®R recorded a receivable of $95,280 on Octob&0D9 with a corresponding increase to
equity.

In addition, historically, KKR consolidatélte KPE Investment Partnership in its financiatements and substantially all of the
ownership interests were reflected as noncontgiliterests. These noncontrolling interests wengoreed as these interests were contributed
to the KKR Group Partnerships in the Transacti@ubsequent to the Transactions, the KKR Group Bisttips hold 100% of the controlling
and economic interests in the KPE Investment Pestie KKR therefore continues to consolidate tiREKInvestment Partnership and its
economic interests are no longer reflected as minmting interests in consolidated entities a®atober 1, 2009, the effective date of the
Transactions.

Subsequent to the completion of the Traimmas, KKR's business is conducted through the KB#Rup Partnerships, which own:

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

. controlling and economic interests in the geneaalners of KKR's private equity funds and othereistiment vehicles that are
entitled to receive carry; and

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

With respect to KKR's active and futuredarand co-investment vehicles that provide foriedrinterest, KKR continues to allocate to
its principals, other professionals and selectéérnindividuals a portion of the carried interestreed. See Note 2, "Summary of Significant
Accounting Policies—Profit

11
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)
Sharing Plans". This allocation is made prior @ afiocation of carried interest profits betweenKEnd KKR Holdings.
Consolidation

The consolidated and combined financiakst@nts (referred to hereafter as the "financatkstents") include the accounts of KKR's
management and capital markets companies, theagyetners of certain unconsolidated co-investmehtcles and the general partners of
its private equity, fixed income, and capital smintoriented funds and their respective consolidift@ds (the "KKR Funds").

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

References in the accompanying consolidabgidcombined financial statements to KKR's "ppats" are to KKR's senior executives
and operating consultants who hold interests in KKRRisiness through KKR Holdings, including Sefdncipals.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting

The accompanying consolidated and combiimedicial statements are prepared in accordandeagitounting principles generally
accepted in the United States of America ("GAABI)ifiterim financial information and instructiorsForm 10-Q. The consolidated and
combined financial statements and these notesranadited and exclude some of the disclosures redjirrannual financial statements.
Management believes it has made all necessarytagjoss (consisting of only normal recurring iteres)that the consolidated and combined
financial statements are presented fairly andebtimates made in preparing its consolidated antbawed financial statements are reason
and prudent. The operating results presented feriin periods are not necessarily indicative ofrdsults that may be expected for any other
interim period or for the entire year. These coidsdéd and combined financial statements should:éé in conjunction with the audited
consolidated and combined financial statementg®year ended December 31, 2009 included in KiWRIspectus dated October 1, 2010
filed with the Securities and Exchange Commissioi©atober 5, 2010.

Use of Estimates

The preparation of the financial statemémtsonformity with GAAP requires management to malstimates and assumptions that affect
the reported amounts of assets and liabilitiesdibelosure of contingent assets and liabilitiethatdate of the financial statements and the
reported amounts of fees, expenses and investmamnie during the reporting periods. Such estimatdade but are not limited to the
valuation of investments and financial instrumeAitual results could differ from those estimatad auch differences could be material to
the financial statements.
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Consolidation
General

KKR consolidates (i) those entities in whitholds a majority voting interest or has majpownership and control over significant
operating, financial and investing decisions of¢néty, including those KKR Funds in which the geal partner is presumed to have control,
or (ii) entities determined to be variable interesstities ("VIES") for which it is considered thémary beneficiary.

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

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

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

All intercompany transactions and balarttege been eliminated.
Variable Interest Entities

KKR consolidates all VIEs in which it isrsidered the primary beneficiary. An enterprisédtermined to be the primary beneficiary if
it holds a controlling financial interest. A contiog financial interest is defined as (a) the powedirect the activities of a variable interest
entity that most significantly impact the entitiissiness and (b) the obligation to absorb losséiseoéntity or the right to receive benefits
from the entity that could potentially be signifitdo the variable interest entity. The revisedsmidlation rules require an analysis to
(a) determine whether an entity in which KKR haoddgariable interest is a variable interest entitgt éb) whether KKR's involvement, throt
holding interests directly or indirectly in the Eytor contractually through other variable intdse@.g., management and performance related
fees), would give it a controlling financial intstePerformance of that analysis requires the ésenf judgment. Where KKR has an interest
in an entity
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

that has qualified for the deferral of the revisedsolidation rules as discussed in "Recently ds\mounting Pronouncements”, the analysis
is based on previous consolidation rules. Thessndquire an analysis to (a) determine whethenéity in which KKR holds a variable
interest is a variable interest entity and (b) wkeeKKR's involvement, through holding interestedtly or indirectly in the entity or
contractually through other variable interests.(emanagement and performance related fees), vimutkpected to absorb a majority of the
variability of the entity. Under both guidelinesKR determines whether it is the primary beneficiafa VIE at the time it becomes involved
with a variable interest entity and reconsiders toaclusion regularly. In evaluating whether KKRthe primary beneficiary, KKR evaluates
its economic interests in the entity held eitheeclly by KKR or indirectly through related partid$e consolidation analysis can generall
performed qualitatively; however, if it is not rélgdapparent that KKR is not the primary benefigiaa quantitative analysis may also be
performed. Investments and redemptions (either KR Kaffiliates of KKR or third parties) or amendntgmo the governing documents of the
respective KKR Funds could affect an entity's statsia VIE or the determination of the primary lieray. At each reporting date, KKR
assesses whether it is the primary beneficiarywahdonsolidate or deconsolidate accordingly.

As of September 30, 2010 and December @19 ,2assets and liabilities recognized in KKR'sesteents of financial condition and the
maximum exposure to loss for those VIEs in whichRKis determined not to be the primary beneficiaryib which it has a variable interest
were as follows:

September 30, December 31,

2010 2009
Investments, at Fair Valt $ 28,21: $ 13,75
Due from Affiliates 83¢ 1,47:
Maximum Exposure to Los $ 29,05. $ 15,22¢
Due to Affiliates $ 1,33¢ $ —

For those unconsolidated VIEs in which KISRhe sponsor, KKR may have an obligation as gdmertner to provide commitments to
such funds. During the three and nine months eagdember 30, 2010 and 2009, KKR did not providesapport other than its obligated
amount.

KKR's investment strategies differ by inweent fund; however, the fundamental risks havelairaharacteristics, including loss of
invested capital and loss of management and ineefges. Accordingly, disaggregation of KKR's ink@hent with VIEs would not provide
more useful information.
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Noncontrolling Interests
Noncontrolling Interests in Consolidated Entitie

Prior to the completion of the Transactiamencontrolling interests in consolidated entitiegresented ownership interests in
consolidated entities held by entities or persahsrothan our Predecessor Owners. The majoritiiesfd@ noncontrolling interests were helc
third-party investors in the KKR Funds and the tadipartner interests in the KPE Investment Pashipr

Subsequent to the completion of the Traimas, noncontrolling interests in consolidatedteg represent the ownership interests in
KKR that are held by:

0] third-party investors in the KKR Funds;

(i) a former principal and such person's designeessepting an aggregate of 1% of the carried inteeestived by the general
partners of KKR's funds and 1% of KKR's other pgroflosses) until a future date;

(i)  certain of KKR's former principals and their desiga representing a portion of the carried inteezstived by the general
partners of KKR's private equity funds that wasedited to them with respect to private equity itwesits made during such
former principals' previous tenure with KKR;

(iv)  certain of KKR's current and former principals egenting all of the capital invested by or on bebiihe general partners of
KKR's private equity funds before the completiortted Transactions and any returns thereon; and

(v) a third party in KKR's capital markets businespi@senting an aggregate of 2% of the capital mafasiness equity).

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

Noncontrolling Interests held by KKR Holding

Subsequent to the completion of the Traisas, noncontrolling interests attributable to KKRIdings include KKR's Predecessor
Owners economic interests in the KKR Group Partripis Units. KKR's Predecessor Owners receive firtoenefits from KKR's business
in the form of distributions received from KKR Hatds and through their direct and indirect partitipn in the value of KKR
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NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

Group Partnership Units held by KKR Holdings. Aseault, certain profibased cash amounts that were previously paid by K&KRnger ar
paid by KKR and are borne by KKR Holdings.

Income and equity of KKR after allocatianrtoncontrolling interests in consolidated entiies, with the exception of certain tax assets
and liabilities that are allocable directly to KKRanagement Holdings Corp., split on a pro ratasimsaccordance with the equity ownership
percentage of the equity holders of the KKR Groagrierships. However, the contribution of certaipenses borne entirely by KKR
Holdings may result in the equity allocations shawthe statements of changes in equity to not kettpeapro rata split of net assets and
liabilities.

The following table presents the calculatid Net Income (Loss) Attributable to NoncontnagjiInterests held by KKR Holdings for the
three and nine months ended September 30, 2010:

Three Months Ended, Nine Months Ended,
September 30, 2010 September 30, 2010

Net Income (Loss) $ 1,354,41! $ 4,597,78
Less:Net Income

(Loss) Attributable

to Noncontrolling

Interests in

Consolidated

Entities 1,293,37. 3,957,31!
Plus: Income Taxes

attributable to KKF

Management

Holdings Corp. 13,51( 56,48¢
Total Group

Partnerships' Net

Income Allocable

to Equity Holders 74,55: 696,94¢
Allocation to KKR

Holdings 70% 70%
Net Income

Attributable to

Noncontrolling

Interests held by

KKR Holdings $ 52,18t $ 487,86«

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

Noncontrolling Interests held by KKR Holdings

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

Interests held by KKR Holding 487,86
Other Comprehensive Income 1,21¢€
Capital Contributions(b 720,78
Capital Distributions(c (251,62)
Noncontrolling Interests held by KKR Holdings

as of September 30, 2010 $ 4,030,59

€)) Represents KKR Holdings' allocable portion of OtBemprehensive Income.
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NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

(b) Capital Contributions represent non-cash equitytrdmuted from KKR Holdings totaling $717,153 and
cash contributions of $3,631 during the nine moetided September 30, 2010.

(©) Capital Distributions represent cash distributefdR Holdings during the nine months ended
September 30, 201

Fair Value Measurements

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

KKR has categorized and disclosed its assad liabilities measured and reported at fainerddased on the hierarchical levels as defined
within GAAP. GAAP establishes a hierarchal disclesitamework that prioritizes and ranks the leviaharket price observability used in
measuring assets and liabilities at fair value.Rdaprice observability is affected by a numbefaztors, including the type and the
characteristics specific to the asset or liabilibwestments and other financial instruments foicWtiair value can be measured from quoted
prices in active markets generally will have a leigtlegree of market price observability and a ledsegree of judgment used in measuring
fair value.

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

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

Level lI—Pricing inputs are other than qeabprices in active markets, which are either diyear indirectly observable as of the
reporting date, and fair value is generally detaedithrough the use of models or other valuatiothotwlogies. Investments which
are included in this category include corporatelitievestments, convertible debt securities indietepublicly listed securities and
certain over-the-counter derivatives.

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

In certain cases, the inputs used to medsirvalue may fall into different levels of tFer value hierarchy. In such cases, an
investment's level within the fair value hierarébyased on the lowest level of input that is digant to the fair value measurement. KKR's
assessment of the significance of a particulartibpthe fair value measurement in its entiretyuiezs judgment, and it considers factors
specific to the investment.
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NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Unaudited) (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Where Otherwise Noted)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

In cases where an investment measuredegudted at fair value is transferred into or outevel 1l of the fair value hierarchy, KKR
accounts for the transfer at the end of the repgrieriod.

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

Cash and cash equivalents held at congetidentities represents cash that, although nategestricted, is not available to fund general
liquidity needs of KKR as the use of such fundgeserally limited to the investment activities b&tKKR Funds.

Restricted Cash and Cash Equivalents

Restricted cash and cash equivalents represnounts that are held by third parties undeaiceof KKR's financing and derivative
transactions.

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

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

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

As of September 30, 2010, approximately @%he fair value of KKR's private equity investnig, which have been categorized as
Level Ill, have been valued by KKR in the absenteeadily observable market prices. The determamadif fair value may differ materially
from the values that would have resulted if a remdyket had existed. For these investments, KKRigdly uses a market approach and an
income (discounted cash flow) approach when deténgifair value. Management considers various irgkand external factors when
applying these approaches, including the pricelatiwthe investment was acquired, the nature ofrthestment, current market conditions,
recent public market and private transactions fonjgarable securities, and financing transactiobsexguent to the acquisition of the
investment. The fair value recorded for a particinaestment will generally be within the range gested by the two approaches.

Investments denominated in currencies dtiear the U.S. dollar are valued based on therspetf the respective currency at the end of
the reporting period with changes related to exgkanate
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

movements reflected as a component of Net Gainssg@s) from Investment Activities in the accompagystatements of operations.
Corporate Credit Investments

Corporate credit investments that arediste a securities exchange are valued at theiglasted sales price as of the reporting date.
Investments in corporate debt, including syndicétaak loans, high-yield securities and other fikembme securities, are valued at the mean
of the "bid" and "asked" prices obtained from thpatty pricing services. In the event that thirdtpgricing service quotations are
unavailable, values are obtained from dealers okebanakers, and where those values are not alailefrporate credit investments are
valued by KKR or KKR may engage a third-party vaiom firm to assist in such valuations.

Derivatives

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

Investmentsin Publicly Traded Securities

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

Securities Sold, Not Yet Purchased

Whether part of a hedging transaction tvaasaction in its own right, securities sold, yet purchased, or securities sold short, represen
obligations of KKR to deliver the specified secydtt the contracted price, and thereby createbditiato repurchase the security in the
market at the prevailing prices. Short sellingwhlahe investor to profit from declines in markdates. The liability for such securities sold
short is marked to market based on the currenevafithe underlying security at the reporting daith changes in fair value recorded as
unrealized gains or losses in Net Gains (Losses) fnvestment Activities in the accompanying stagata of operations. These transactions
may
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

involve a market risk in excess of the amount autyereflected in KKR's statements of financial ddion.
Due from and Due to Affiliates

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

Foreign Exchange Derivatives and Hedging Activities

KKR enters into derivative financial ingtmants primarily to manage foreign exchange riskiatetest rate risk arising from certain
assets and liabilities. All derivatives are recagui as either assets or liabilities in the statesneifinancial condition and measured at fair
value with changes in fair value recorded in Nein&4Losses) from Investment Activities in the aogmnying statements of operations.
KKR's derivative financial instruments contain dtetk to the extent that its bank counterpartiesy be unable to meet the terms of the
agreements. KKR attempts to minimize this riskibyiting its counterparties to major financial ingtions with strong credit ratings.

Fixed Assets, Depreciation and Amortization

Fixed assets consist primarily of leasetwldrovements, furniture, fixtures and equipment] aomputer hardware and software. Such
amounts are recorded at cost less accumulatedaii@jiwa and amortization. Depreciation and amotitiraare calculated using the straight-
line method over the assets' estimated economfaldses, which for leasehold improvements are lgsser of the lease terms or the life of
the asset, and three to seven years for other éizedts.

Comprehensive Income

Comprehensive income is defined as thegdamequity of a business enterprise during aoplerom transactions and other events and
circumstances, excluding those resulting from d¢buations from and distributions to owners. In tlie@mpanying financial statements,
comprehensive income represents Net Income (Lasg)resented in the statements of operations arfdreen currency translation
adjustments.

Fees

Fees consist primarily of (i) monitoringdaimansaction fees from providing advisory and oevices, (ii) management and incentive
fees from providing investment management senticemconsolidated funds, a specialty finance compstnuctured finance vehicles, and
separately managed accounts, and (iii) fees frqpitatanarkets activities. These fees are basethi@rcdntractual terms of the governing
agreements and are recognized in the period durich the related services are performed.
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For the three and nine months ended Seme8th 2010 and 2009, fees consisted of the foligwi

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Transaction
Fees $ 40,63: $ 37,41¢ $ 129,03t $ 51,98¢
Monitoring
Fees 30,33( 52,94 82,67: 102,07:
Management
Fees 15,49¢ 16,02¢ 47,00¢ 42,88"
Incentive Fee 9,55k 4,472 30,40¢ 4,47:
Total Fee

Income $ 96,01¢ $ 110,86! $ 289,11¢ $ 201,41!

Transaction Fees

Transaction fees are earned by KKR primanilconnection with successful private equity dedbt transactions and capital markets
activities. Transaction fees are recorded uporirgiosf the transaction. Fees are typically paicboaround the closing.

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

Monitoring Fees

Monitoring fees are earned by KKR for seed provided to Portfolio Companies and are rea@aghas services are rendered. These fees
are paid based on a fixed periodic schedule bytirtfolio Companies either in advance or in arreac are separately negotiated for each
Portfolio Company. Monitoring fees amounted to 829, and $46,946 for the three months ended Septe30h2010 and 2009, respectively
and $64,144 and $89,860 for the nine months endpte&ber 30, 2010 and 2009, respectively.

In connection with the monitoring of PottftoCompanies and certain unconsolidated funds, K&&eives reimbursement for certain
expenses incurred on behalf of these entities.sGostirred in monitoring these entities are clésdifs general, administrative and other
expenses and reimbursements of such costs ardiehss monitoring fees. These reimbursements ameouto $8,931 and $5,997 for the
three months ended September 30, 2010 and 20@@ctasely and $18,529 and $12,212 for the nine m®enhded September 30, 2010 and
2009, respectively.
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Management and Incentive Fee

Management fees received from consolid&t€éR Funds are eliminated in consolidation. Howevmgause these amounts are funded
by, and earned from, noncontrolling interests, KiK&located share of the net income from consal&KR Funds is increased by the
amount of fees that are eliminated. Accordinglg, ¢fimination of the fees does not have an effadhe net income attributable to KKR or
KKR partners' capital.

Private Equity Funds

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

For periods prior to the Transactions,dmance of the management service period, KKR hected to waive the right to earn certain
management fees that it would have been entitléeito its private equity funds. The cash that wdwde been payable was contributed by
the funds' investors and was initially includedhasomponent of Cash and Cash Equivalents Held m$@idated Entities. In lieu of making
direct cash capital contributions, these investatigbutions were used to satisfy a portion of¢hpital commitments to which KKR would
otherwise have been subject as the general partilee fund. As a result of the election to waikie fees, KKR was not entitled to any pori
of these fees until the fund had achieved positivestment results. Because the ability to earmthiged fees was contingent upon the
achievement of positive investment returns by thelf the recognition of income only occurred whes d¢ontingency was satisfied. There
were no waived fees for the three and nine mombee September 30, 2010 and $13,001 and $25,50&ieéd fees for the three and nine
months ended September 30, 2009, respectively.

KKR's private equity funds require the mgerment company to refund up to 20% of any cash gemnant fees earned from limited
partners in the event that the funds recognizeréedainterest. At such time as the fund recognaearried interest in an amount sufficient to
cover 20% of the management fees earned or a pdah@veof, a liability to the fund's limited partaés recorded and revenue is reduced for
the amount of the carried interest recognizedimeiceed 20% of the management fees earned. 8spiémber 30, 2010, the amount sul
to refund for which no liability has been recordgabroximates $67.8 million as a result of certaimds not yet recognizing sufficient carried
interests. The refunds to the limited partnerspaid, and the liabilities relieved, at such timattthe underlying investments are sold and the
associated carried interests are realized. Invbatehat a fund's carried interest is not suffiti® cover all or a portion of the amount that
represents 20% of the earned management fees féeesseould not be returned to the funds' limitadners, in accordance with the
respective fund agreements.

For periods prior to the Transactions, K&&ned fees from the KPE Investment Partnershiptwivere determined quarterly based on
25% of the sum of (i) equity up to and includingt$Bion multiplied by 1.25% plus (ii) equity in eess of $3 billion multiplied by 1%. For
purposes of calculating
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the management fee, equity was an amount defindttimanagement agreement. Subsequent to the Ttiansathe KPE Investment
Partnership continues to pay a fee. However, dime&KR Group Partnerships hold 100% of the cofitrgland economic interests of the
KPE Investment Partnership, the fee is eliminatecbinsolidation and KKR no longer benefits fronstairangement.

KKR Financial Holdings LLC ("KFN")

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

KKR's management agreement with KFN alswiples that KFN is responsible for paying KKR qedst incentive compensation in an
amount equal to the product of (i) 25% of the dadlamount by which: (a) KFN's net income, beforesimive compensation, per weighted-
average share of KFN's common shares for suchayuantceeds (b) an amount equal to (A) the weightedtage of the price per share of the
common stock of KFN in its August 2004 private glanent and the prices per share of the common sfo€kN in its initial public offering
and any subsequent offerings by KFN multiplied By the greater of (1) 2.00% and (2) 0.50% plus fmeth of the ten year treasury rate for
such quarter, multiplied by (ii) the weighted awraaumber of KFN's common shares outstanding ih quarter. Once earned, there are no
clawbacks of incentive fees received from KFN. htoee fees of $9,555 and $4,472 were recognizeth®three months ended
September 30, 2010 and 2009, respectively and 83@&#dd $4,472 for the nine months ended Septenthé203.0 and 2009, respectively.
KKR's management agreement with KFN was renewethonary 1, 2010 and will automatically be renewsdsticcessive one-year terms
following December 31, 2010 unless the agreemeetisinated in accordance with its terms. The mansnt agreement provides that KFN
may terminate the agreement only if;

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

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

None of the aforementioned events haveroedias of September 30, 2010.
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KKR has also received restricted commoneshand common share options from KFN as a compa@i@mpensation for management
services provided to KFN. The restricted commonreshand share options vest ratably over appliozgdéng periods and are initially
recorded as deferred revenue at their estimateddhies at the date of grant. Subsequently, Kkiheasures the restricted common shares
and share options to the extent that they are tedewith a corresponding adjustment to deferredmae. Income from restricted common
shares is recognized ratably over the vesting gexsoa component of fee income and amounted ta$h8d $2,254 for the three months
ended September 30, 2010 and 2009, respectivel$bAad8 and $2,219 for the nine months ended Sdyte80, 2010 and 2009,
respectively.

Vested share options received as a compafi@mpensation for management services meaththecteristics of derivative
investments. Vested share options are recordestiataged fair value with changes in fair value ggtaed in Net Gains (Losses) from
Investment Activities in the accompanying stateraarfitoperations. Both vested and unvested commare giptions are valued using a
Black-Scholes pricing model as of the end of eaatog.

Vested common shares that are receiveccamponent of compensation for management sergi@sarried as trading securities, and
are recorded at estimated fair value with changéaii value recognized in Net Gains (Losses) flamestment Activities in the
accompanying statements of operations.

Investment Funds
KKR Strategic Capital Funds

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

Through October 31, 2008 KKR was entitlededceive:

. with respect to investors who have agreed to a @timlockup period, a monthly management fee that is equall667% (o
2.0% annualized) of the net asset value of theviddal fund that is allocable to those investors] a

. with respect to investors who have agreed to a @dtimlockup period, a monthly management fee that is equal250% (o
1.5% annualized) of the net asset value of theqmrfund that is allocable to those investors.

Effective November 1, 2008 through Noven®@r2009, KKR elected to reduce the managemerit &sned from all investors to
0.0208% (or 0.25% annualized) of the net assetvalihe investments allocable to each investor.

Effective December 1, 2009, KKR is entittedeceive a monthly management fee from onlyitkestors participating in certain classes
of investments that is equal to 0.0208% (or 0.2%%ualized)
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of the net asset value of the investments allocabieose investors, with no management fee bdiagged on the remaining classes of
investments.

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

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

. with respect to investors who have agreed to a @dtimlock-up period, an annual incentive fee equal5% of the increase in
the net asset value of the individual fund thatliscable to those investors above the highesasst value at which an
incentive fee has previously been received.

Effective November 1, 2008 through Noven®@r2009, KKR elected to reduce the incentiveitfeeas entitled to an annual incentive
fee from all investors equal to 15% of the increiasthe net asset value of the individual fund abthe highest net asset value at which an
incentive fee has previously been received, angestito an 8% preferred return that is retroactivéhe date of original investment. Effective
December 1, 2009, KKR has waived its right to antuife incentive fees. No incentive fees were retaghfor the three and nine months
ended September 30, 2010 and 2009.

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

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

Structured Finance Vehicle:

KKR's management agreements for its stradtfinance vehicles provide for senior collatenanagement fees and subordinate
collateral management fees. Senior collateral mamagt fees are determined based on an annualff@t&586 of collateral and subordinate
collateral management fees are determined based annual rate of 0.35% of collateral. If amounsgsributable on any payment date are
insufficient to pay the collateral management f@esording to the priority of payments, any shotifatieferred and payable on subsequent
payment dates. KKR has the right to waive all or portion of any collateral management fee. As@pt®8mber 30, 2010, KKR has
permanently waived $94.4 million of collateral mgament fees. KKR generally waives the collateral
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management fees for the majority of its structdieance vehicles; however, KKR may cease waivingpteral management fees at its
discretion. For the purpose of calculating theatelial management fees, collateral, the paymeasdand the priority of payments are terms
defined in the management agreements.

Separately Managed Accoun

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

Investment Income

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

Carried interests entitle the general parbf a fund to a greater allocable share of tingl'Riearnings from investments relative to the
capital contributed by the general partner andespondingly reduce noncontrolling interests' attidble share of those earnings. Amounts
earned pursuant to carried interests are includédvastment income in Net Gains (Losses) fromsiment Activities and are earned by the
general partner of those funds to the extent thiadutative investment returns are positive. If thesestment returns decrease or turn neg
in subsequent periods, recognized carried intevildbe reduced and reflected as investment logSeried interest is recognized based or
contractual formula set forth in the instrumentseyaing the fund as if the fund was terminatechatreporting date with the then estimated
fair values of the investments realized. Due togktended durations of KKR's private equity furlKiKR believes that this approach results in
income recognition that best reflects the perigdiformance of KKR in the management of those fu@dsried interest recognized amout
to approximately $237.9 million and $492.6 millifor the three months ended September 30, 2010 @0®|, espectively and $790.6 million
and $687.1 million for the nine months ended Sep&m0, 2010 and 2009,
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respectively. The amount of carried interest earheathg the three and nine months ended Septenth&030 for those funds eligible to
receive carry distributions amounted to $218.6iarilland $699.5 million, respectively, of which 408@llocable to a carry pool (a profit
sharing arrangement discussed further below) wighrémaining 60% allocated to KKR and KKR Holditgsed on their ownership
percentages.

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

Clawback Provision

Under a "clawback" provision, upon the iaation of a private equity fund, the general partis required to return, on an after-tax basis,
previously distributed carry to the extent thate doi the diminished performance of later investmgtite aggregate amount of carry
distributions received by the general partner dytire term of the fund exceed the amount to whiehgeneral partner was ultimately entit
As of September 30, 2010, the amount of carriegrést KKR principals have received, that is sulfjiethis clawback provision was
$686.8 million, assuming that all applicable prevatjuity funds were liquidated at no value. Haditvestments in such funds been liquid:
at their September 30, 2010 fair values, the clawlmdbligation would have been $61.5 million, of efni$55.9 million is Due from Affiliates
and $5.6 million is due from noncontrolling interéslders.

Prior to the Transactions, certain KKR pijrals who received carried interest distributiavith respect to the private equity funds had
personally guaranteed, on a several basis andctubje cap, the contingent obligations of the gaingartners of certain private equity funds
to repay amounts to fund limited partners purstatiie general partners' clawback obligations. fEn@s of the Transactions require that
KKR principals remain responsible for any clawbatkigations relating to carry distributions recalvgior to the Transactions up to a
maximum of $223.6 million. Accordingly, at SeptemB8, 2010, KKR has recorded a receivable of $&&GlBon within Due from Affiliates
on the statement of financial condition for the amtoof the clawback obligation required to be fushtby KKR principals. See Note 13
"Commitments and Contingencies."

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

Net Loss Sharing Provisiol

The instruments governing certain of KKR'wate equity funds may also include a "net Idsargg provision,” that, if triggered, may
give rise to a contingent obligation that may reguihe general partners to contribute capital éoftimd, to fund 20% of the net losses on
investments. In connection with the "net loss stwaprovisions,” certain of KKR's private equity fisallocate a greater share of their
investment losses to KKR relative to the amountgridouted by KKR to those
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vehicles. In these vehicles, such losses wouleéqeired to be paid by KKR to the limited partnerstiose vehicles in the event of a
liquidation of the fund regardless of whether aayried interest had previously been distributedsdgieon the fair market values as of
September 30, 2010, there would have been no seslmaring obligation. If the vehicles were liqtédhat zero value, the net loss sharing
obligation would have been approximately $1,084ilian as of September 30, 2010. See Note 13 "Cdmanits and Contingencies." Unli
the "clawback" provisions, KKR will be responsilite amounts due under net loss sharing arrangenaedtsvill indemnify its principals for
personal guarantees that they have provided wéiheiet to such amounts.

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

Dividend Income

Dividend income is recognized by KKR on &hedividend date, or in the absence of a formalatation, on the date it is received.
Dividends earned by the consolidated KKR FundgHerthree months ended September 30, 2010 anda268nted to $217,647 and
$100,994, respectively, and $805,953 and $178,40thé nine months ended September 30, 2010 ar@l B8pectively.

Interest Income

Interest income is recognized as earngdrdat income earned by the consolidated KKR Fanasunted to $58,624 and $36,972 for the
three months ended September 30, 2010 and 20@@ctasly, and $159,009 and $93,365 for the ninathmended September 30, 2010 and
2009, respectively.

Employee Compensation and Benefits

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

Historically, employee compensation anddiiém expense has consisted of base salaries andé&® paid to employees who were not
Senior Principals. Payments made to our Seniochats included partner distributions that weredgaiour Senior Principals and accounted
for as capital distributions as a result of opegas a partnership. Accordingly, KKR did not retany employee compensation and benefits
charges for payments made to Senior Principalpdands prior to the completion of the Transactions

Following the completion of the Transac$ipall of the Senior Principals and other employeesive a base salary that is paid by KKR
and accounted for as employee compensation anditsezgense. Employees are also eligible to recdiscretionary cash bonuses based on
performance
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criteria, overall profitability and other mattei&hile cash bonuses paid to most employees are fuipgé&KKR and result in customary
employee compensation and benefits charges, camlsés that are paid to certain of our most semypi@yees are funded by KKR Holdings
with distributions that it receives on its KKR GmRartnership Units. To the extent that distritngioeceived by these individuals exceed the
amounts that they are otherwise entitled to thrahgir vested units in KKR Holdings, this exces# bé funded by KKR Holdings and
reflected in compensation expense in the stateofespierations.

Equity Based Payments

Compensation paid to KKR employees in threnfof equity is recognized as employee compensatil benefits expense. GAAP
generally requires that the cost of services rexkin exchange for an award of an equity instrurbenneasured based on the grant-date fair
value of the award. Equity based awards that doetptire the satisfaction of future service or perfance criteria (i.e., vested awards) are
expensed immediately. Equity-based awards thainethe satisfaction of future service or perforcguriteria are recognized over the
relevant service period, adjusted for estimatetéftures of awards not expected to vest.

Compensation paid to non-employee operatimgultants to KKR's businesses in the form oftgdsi recognized as general,
administrative and other expense. Unlike employpéty awards, the cost of services received in arge for an award of an equity
instrument to service providers is measured at gasting date, and is not measured based on thé-dase fair value of the award unless the
award is vested at the grant date. Equity-baseddswhat do not require the satisfaction of futsgevice or performance criteria (i.e., vested
awards) are expensed immediately. Equity baseddswhat require the satisfaction of future sergicgerformance criteria are recognized
over the relevant service period, adjusted fonested forfeitures of awards not expected to vestetl on the fair value of the award on each
reporting date and adjusted for the actual faineaf the award at each vesting date. Accordirthly measured value of the award will not be
finalized until the vesting date.

Profit Sharing Plans

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

Subsequent to the Transactions, with regpa€KR's active and future funds and co-investtmashicles that provide for carried interest,
KKR will allocate to its principals, other profesaials and operating consultants a portion of theezhinterest earned in relation to these
funds as part of its carry pool. KKR currently abbes approximately 40% of the carry it earns ftbese funds and vehicles to its carry pool.
These amounts are accounted for as compensatditsgiraring arrangements in conjunction with thiated carried interest income and
recorded as compensation expense for KKR emplayea@general and administrative expense for opgratinsultants. For the three and
nine months ended September 30, 2010, $91.2 miliwh$286.6 million, respectively was charged #gtatements of operations.
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To the extent previously recorded carrigdriest is adjusted to reflect decreases in thenlyidg funds' valuations at period end, related
profit sharing amounts previously accrued are ddiuand reflected as a credit to current periodpmation expense.

Foreign Currency

Foreign currency denominated assets abiities are primarily held through the KKR Fund®reign currency denominated assets and
liabilities are translated using the exchange rptesailing at the end of each reporting periodsi®s of foreign operations are translated at
the weighted average exchange rate for each raggrériod. Translation adjustments are includeclimment income to the extent that
unrealized gains and losses on the related investane included in income, otherwise they are idetlas a component of accumulated other
comprehensive income until realized. Foreign cuyegrins or losses resulting from transactionsidetsf the functional currency of a
consolidated entity are recorded in income as mecliand were not material during the three and mioeths ended September 30, 2010 and
20009.

Income Taxes

Prior to the completion of the TransactidtKR's predecessors operated as a partnershimioed liability company for U.S. federal
income tax purposes and mainly as a corporateyentiton-U.S. jurisdictions. As a result, incomeswept subject to U.S. federal and state
income taxes. Generally, the tax liability relatedncome earned by these entities representedattuins of the KKR principals and have not
been reflected in the historical financial statetaeimcome taxes shown on the statements of opegafirior to the Transactions are
attributable to the New York City unincorporatedimess tax and other income taxes on certain @ntiicated in non-U.S. jurisdictions.

Following the Transactions, the KKR GrowrtRerships and certain of their subsidiaries comtito operate in the U.S. as partnerships
for U.S. federal income tax purposes and genesallgorporate entities in non-U.S. jurisdictionscéwdingly, these entities in some cases
continue to be subject to New York City unincorgethbusiness taxes, or non-U.S. income taxes.ditian, certain of the wholly owned
subsidiaries of KKR and the KKR Group Partnershkipssubject to federal, state and local corporateme taxes at the entity level and the
related tax provision attributable to KKR's shaf¢éhis income is reflected in the financial staterse

Subsequent to the Transactions, KKR use$idhility method to account for income taxes tc@dance with GAAP. Under this meth
deferred tax assets and liabilities are recogni@ethe expected future tax consequences of differs between the carrying amounts of a:
and liabilities and their respective tax basis gsiarrently enacted tax rates. The effect on defeassets and liabilities of a change in tax
is recognized in income in the period when the glean enacted. Deferred tax assets are reduceddlyaion allowance when it is more
likely than not that some portion or all the dedertax assets will not be realized.

Tax laws are complex and subject to differaterpretations by the taxpayer and respectoxegmental taxing authorities. Significant
judgment is required in determining tax expenseiai
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evaluating tax positions including evaluating unaiaties. KKR reviews its tax positions quarterfydaadjusts its tax balances as new
information becomes available.

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

Earnings Per Common Unit

Basic and diluted earnings per common amgtcalculated by dividing Net Income (Loss) atttéble to KKR & Co. L.P. by the
weighted-average number of common units outstandiiming the period. Diluted earnings per commort erclude KKR Holdings units
which are exchangeable on a one-for-one basisomamon units of KKR & Co. L.P. The KKR Holdings tsare excluded from the diluted
calculation given that the exchange of these umitsld proportionally increase KKR & Co. L.P.'s irdgets in the KKR Group Partnerships
and would have an anti-dilutive effect on earnipgscommon unit as a result of certain tax ben&#f & Co. L.P. is assumed to receive
upon the exchange. Prior to the Transactions, KKR&ness was conducted through a large numbaettities as to which there was no sin
holding entity but which were separately ownedtbyPredecessor Owners. There was no single capi@ture upon which to calculate
historical earnings per common unit informationcawingly, earnings per common unit information hasbeen presented for periods prior
to the Transactions.

Recently Issued Accounting Pronouncements

On January 1, 2010, KKR adopted guidansedd by the Financial Accounting Standards BodfA$B") related to VIEs. The
amendments significantly affect the overall corgatiion analysis, changing the approach taken bypaoi®s in identifying which entities are
VIEs and in determining which party is the primasneficiary. The guidance requires continuous assest of the reporting entity's
involvement with such VIEs. The guidance providdisnited scope deferral for a reporting entity'seiest in an entity that meets all of the
following conditions: (a) the entity has all thérdutes of an investment company as defined uAl@PA Audit and Accounting Guide,
Investment Companies, or does not have all the attributes of an investncompany but is an entity for which it is acedyb based on
industry practice to apply measurement principhas &re consistent with the
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AICPA Audit and Accounting Guiddnvestment Companies, (b) the reporting entity does not have explicitroplicit obligations to fund any
losses of the entity that could potentially be gigant to the entity, and (c) the entity is nadecuritization entity, asset-backed financing
entity or an entity that was formerly considereglalifying special-purpose entity. The reportingitgris required to perform a consolidation
analysis for entities that qualify for the defelirabccordance with previously issued guidance tiEsVPrior to the revision of the
consolidation rules, KKR consolidated a substamtiajority of its investment vehicles except for KISRategic Capital Overseas Fund Ltd.,
KFN, KKR Index Fund Investments L.P., carry co-istreent vehicles and 8 North America Investor L.Rthvkespect to the unconsolidated
investment vehicles, these entities have qualifiedhe deferral of the revised consolidation rudes the consolidation analysis was based on
the previous consolidation rules. In addition, dmeection with the adoption of the new consolidatioles, KKR considered whether it was
appropriate to consolidate five structured finanekicle subsidiaries of KFN. With respect to theréties, the primary beneficiary was
determined to be KFN, because KFN has the powdiréat the activities that most significantly imp#itese entities' economic performance
and KFN has both the obligation to absorb lossdheaxfe entities and the right to receive benafiisifthese entities that could potentially be
significant to these entities. See Note 11, "Rel@®arty Transactions" for financial informationateld to KFN. Accordingly, the revised
consolidation rules have not resulted in the cadatibn or deconsolidation of any entities. As sulg KKR consolidates the same entities
both before and after adopting these new rules.

The revised guidance also enhances théodige requirements for a reporting entity's ineshent with VIES, including presentation on
the consolidated statements of financial conditibassets and liabilities of consolidated VIEs whiceet the separate presentation criteria
and disclosure of assets and liabilities recogniagle consolidated statements of financial caodiand the maximum exposure to loss for
those VIEs in which a reporting entity is deterngiie not be the primary beneficiary but in whichdts a variable interest. Disclosures
relating to KKR's involvement with VIEs are disabaswithin this Note.

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

Net Gains (Losses) from Investment Actastin the statements of operations consist prignafithe realized and unrealized gains and
losses on investments (including foreign excharagesgand losses attributable to foreign-denominategistments and related activities) and
other financial instruments. Unrealized gains asks result from changes in the fair value of thmgestments and other financial instrume
during a period. Upon disposition of an investmengyviously recognized unrealized gains or losseseversed and an offsetting realized
gain or loss is recognized in the current peridek Tollowing table summarizes KKR's total Net Gajbgsses) from Investment Activities:

Three Months Ended Three Months Ended Nine Months Ended Nine Months Ended
September 30, 2010 September 30, 2009 September 30, 2010 September 30, 2009
Realized Gain: Net Unrealizec Realized Gain¢ Net Unrealizec Realized Gain: Net Unrealizec Realized Gain¢ Net Unrealizec

(Losses)  Gains (Losses (Losses)  Gains (Losses (Losses)  Gains (Losses (Losses)  Gains (Losses

Private

Equity

Investmen

@) $ 931,01: $ 731,04¢ $ 89,47¢ $ 3,898,63 $ 1,45535'$ 3,124,621 $ (378,709 $  5,893,78
Other

Investmen

(@) 22,08: 47,16( 20,452 175,16: 71,684 2,077 (46,06¢) 375,79¢
Foreign

Exchange

Contracts

(b) (629) (265,539 (1,919 (141,52)) (17,916 171,51¢ 4,88¢ (299,247
Foreign

Exchange

Option(b) — (3,879 — (4,48¢€) — (8,67€) 8,78¢ (28,657)
Call Options

Written(b) 122 (11€) (21) (22) 112 25 (21) (22)
Securities

Sold Shori

(b) (612) (8,329 (4,95)) (7,219 (12,189 1,361 (6,199 (6,967)
Other

Derivative

Liabilities

(b) — — (1,58%) 4,53¢ (2,115 2,11¢ (8,029 13,471
Contingent

Carried

Interest

Repaymer

Guarantee

(c) — — — — — (21,139 — —
Debt

Obligation

(d) — (3,919) 14,95( 2,59¢ — 2,34: 19,761 (11,089
Foreign

Exchange

Losses on

Cash and

Cash

Equivaleni

held at

Consolida

Entities(e) — 1,70C 3,251 — (1,022) 79 13,957 —
Total Net

Gains

(Losses)

from

Investmet

Activities $ 951,98: $ 498,14. $ 119,65¢ $ 3,927,671 $ 1,493,921 $ 3,274,32!' $ (391,620 %  5,937,09:

(a) See Note 4 "Investments".

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

(d) See Note 8 "Debt Obligations".

(e) See Statement of Cash Flows Supplemental Disclesure



4. INVESTMENTS
Investments, at Fair Value consist of wifving:

Fair Value
September 30, 2010 December 31, 2009

Private Equity
Investments $ 31,727,90 $ 27,950,84
Other Investment 1,392,89. 1,022,10:

$ 33,120,79 $ 28,972,94

As of September 30, 2010 and December@19,2nvestments, at fair value totaling $5,589,688 $5,632,235 respectively, were
pledged as collateral against various financingragements. See Note 8 "Debt Obligations."
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4. INVESTMENTS (Continued)
Private Equity Investment

The following table presents KKR's privatpuity investments at fair value. The classificagiof the private equity investments are bi
on its primary business and the domiciled locatibthe business.

Fair Value
asa
Fair Value Percentage of Total
December 31 September 30 December 31

September 30

2010 2009 2010 2009
Private Equity Investments, at Fair Value
North America
Retail $ 545580 $ 4,567,69. 17.2% 16.2%
Healthcare 4,398,58. 3,609,991 13.%% 12.%
Financial Service 2,628,86: 2,579,30! 8.2% 9.2%
Media 1,210,65: 1,256,36: 3.8% 4.5%
Technology 899,59¢ 1,876,56' 2.8% 6.7%
Energy 829,72 1,305,58! 2.€% 4.7%
Educatior 710,76¢ 683,07( 2.2% 2.4%
Consumer Produc 684,88« 720,91} 2.2% 2.€%
Chemicals 341,05¢ 251,05¢ 1.1% 0.S%
Hotels/Leisure 6,232 6,232 0.C% 0.C%
North America Total (Cost: September 30, 2010,
$15,128,636; December 31, 2009, $16,340,262) 17,166,16 16,856,78 54.1% 60.2%
Europe
Healthcare 2,580,88. 1,953,06! 8.1% 7.C%
Manufacturing 2,367,42: 2,199,45 7.5% 7.%
Technology 1,261,73! 912,82¢ 4.C% 3.2%
Telecom 982,557 1,031,701 3.1% 3.7%
Retail 965,37¢ 219,08¢ 3.C% 0.8%
Media 378,16¢ 185,95° 1.2% 0.7%
Services 271,31° — 0.€% 0.C%
Consumer Produc 254,32( — 0.8% 0.C%
Recycling 218,34¢ 224,82: 0.7% 0.8%
Transportatior 50,36¢ 158,65! 0.2% 0.€%
Europe Total (Cost: September 30, 2010, $11,549,469
December 31, 2009, $10,081,881) 9,330,49: 6,885,58: 29.4% 24.8%
Australia, Asia and Other Locations
Technology 2,676,31. 2,431,64 8.4% 8.6%
Consumer Produc 828,89: 653,63: 2.€% 2.2%
Media 520,98¢ 423,74: 1.€% 1.5%
Telecom 258,77¢ 248,51: 0.8% 0.S%
Services 253,42: — 0.8% 0.C%
Financial Service 250,98 273,87t 0.8% 1.C%
Manufacturing 224,12 128,96! 0.7% 0.5%
Recycling 94,10( 48,10( 0.2% 0.2%
Retail 82,594 — 0.2% 0.C%
Energy 41,04( — 0.1% 0.C%

Australia, Asia and Other Locations, Total (Cost:

September 30, 2010, $3,725,862; December 31, 20C

$3,329,389) 5,231,23! 4,208,47. 16.5% 15.(%
Private Equity Investments, at Fair Value (Cost:

September 30, 2010, $30,403,967; December 31, 2C

$29,751,532) $ 31,72790 $ 27,950,84 100.(% 100.(%
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4. INVESTMENTS (Continued)

As of September 30, 2010, private equitsesiments which represented greater than 5% af@hassets of consolidated private equity
funds included: (i) Dollar General valued at $3,39%8; (ii) HCA Inc. valued at $2,758,355; and (Alliance Boots valued at $2,288,845.

As of December 31, 2009, private equityestments which represented greater than 5% ofeéhassets of consolidated private equity
funds included: (i) Dollar General valued at $3,2®; (i) HCA Inc. valued at $2,128,535; (iii) Adhce Boots valued at $1,953,069;
(iv) First Data valued at $1,476,459; and (v) Legr&.A valued at $1,418,145.

The majority of the securities underlyingK's private equity investments represent equitpstes. As of September 30, 2010 and
December 31, 2009, the aggregate amount of inveséntieat were other than equity securities amouttté&?,143,598 and $2,814,030,
respectively.

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

Fair Value
September 30, 2010 December 31, 2009

Corporate Credit

Investments(a $ 1,254,22. $ 877,83
Equity Securities(b 56,87¢ 76,80¢
Other 81,79 67,46¢

Total Other Investmer
(Cost: September 3
2010, $1,294,414;
December 31, 2009
$931,955 $ 1,392,89. % 1,022,10.

@ Represents corporate high yield securities andslatassified as trading securities. Net unrealizading
gains (losses) relating to these investments aredunt$99,598 and $78,479 as of September 30, 2010
and December 31, 2009, respectively.

(b) Net unrealized trading gains (losses) relatindhese investments amounted to $517 and $10,028 as of
September 30, 2010 and December 31, 2009, resplyc
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5. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

The following tables summarize the valuatid KKR's investments and other financial instrutsemeasured and reported at fair value
by the fair value hierarchy levels described in&N®t'Summary of Significant Accounting Policies"asSeptember 30, 2010 and
December 31, 2009.

Assets, at fair value:

September 30, 2010

Level | Level Il Level llI Total
Private Equity Investmen $ 7,570,37: $ 1,997,700 $ 22,159,81 $ 31,727,90
Other Investment 76,13( 766,27: 550,49: 1,392,89.
Total Investment 7,646,50! 2,763,97 22,710,31 33,120,79
Foreign Exchange Forward Contra — 46,34( — 46,34(
Foreign Currency Optior — 4,37¢ — 4,37¢
Total Assets $ 7,646,50: $ 2,814,69 $ 22,710,31 $ 33,171,51

December 31, 2009

Level | Level Il Level IlI Total
Private Equity Investmen $ 6,476,84' $ 2,149,031 $ 19,324,996 $ 27,950,84
Other Investment 75,21¢ 854,81 92,07t 1,022,10:
Total Investment 6,552,06! 3,003,84. 19,417,03 28,972,94
Foreign Currency Optior — 13,05t — 13,05t
Total Asset: $ 6,552,06! $ 3,016,89 $ 19,417,03 $ 28,985,99

Liabilities, at fair value:

September 30, 2010
Level Il Level Ill

Level | Total

Securities Sold, Not Yet Purchas $ 67,13( $ 1,98 $ — $ 69,11«
Call Options 34 — — 34
Total Liabilities $ 67,16¢. $ 1982/ $ — $ 69,14¢
December 31, 2009
Level | Level Il Level lll Total
Securities Sold, Not Yet Purchas $ 82,88¢ $ 86 $ — $ 83,75!
Foreign Exchange Contrac — 125,17: — 125,17:
Interest Rate Swa — 2,11¢ — 2,11¢
Call Options 80 — — 80
Total Liabilities $ 82,96¢ $ 128,150 $ — $ 211,12
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5. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

The following table summarizes KKR's Lelleinvestmen
September 30, 2010:

(Continued)

ts and other financial instrumentsvjuation methodology as of

September 30, 2010

Private Equity Other Total Level Il
Investments Investments Holdings

Third-Party Fund

Managers 0.C% 0.4% 0.4%
Public/Private

Company

Comparables ar

Discounted Cas

Flows 97.€% 2.(% 99.€%

Total 97.€% 2.4% 100.(%

The changes in private equity investments@her investments measured and reported atdhie for which KKR has used Level lli

inputs to determine fair value for the three anteninonths end

Balance, Beginning of Peric
Transfers Ir

Transfers Ou

Purchase

Sales

Net Realized Gains (Losse
Net Unrealized Gains (Losse

Balance, End of Peric

Changes in Net Unrealized Gains
(Losses) Included in Net Gains
(Losses) from Investment
Activities (including foreign
exchange gains and losses
attributable to foreign-
denominated investments) rela
to Investments still held at
Reporting Date

ed September 30, 2010 and 2009 fotoass:

Three Months Ended
September 30, 2010
Private Equity Other
Investments Investments

$ 2223540 $ 443 44(

(588,821

460,12; 122,43
(1,137,33) (20,809
850,85 92¢
339,59 4,49¢

$ 22,159,81 $ 550,49

$ 1,338,72' $ 5,44¢

The Transfers Out noted in the table above aribatéble to a private equity investment in a pdisfgompany that completed its initial

public offering during the period.
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5. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS (Continued)

Three Months Ended
September 30, 2009

Private Equity Other

Balance, Beginning of Peric $ 17,922,18 $ 211,56¢
Transfers Ir — —
Transfers Ou (1,142,96) —
Purchase 697,90( 2,72¢
Sales (139,34) —
Net Realized Gains (Losse 89,47« —
Net Unrealized Gains (Losse 2,780,86: 63,17¢
Balance, End of Peric $ 20,208,11 $ 277,47
Changes in Net Unrealized Gains

(Losses) Included in Net Gains

(Losses) from Investment

Activities (including foreign

exchange gains and losses

attributable to foreign-

denominated investments) relat

to Investments still held at

Reporting Dat¢ $ 221451 $ 63,17¢

The Transfers Out noted in the table above aribatétble to a private equity investment in a pdisfgompany that completed its initial
public offering during the period.

Nine Months Ended
September 30, 2010

Private Equity Other

Balance, Beginning of Peric $ 19,324,996 $ 92,07t
Transfers Ir — 182,57t
Transfers Ou (588,82) —
Purchase 2,209,48! 278,53
Sales (1,837,33) (41,029
Net Realized Gains (Losse 727,97 5,43(
Net Unrealized Gains (Losse 2,323,55: 32,90¢
Balance, End of Peric $ 22,159,81 $ 550,49:
Changes in Net Unrealized Gains

(Losses) Included in Net Gains

(Losses) from Investment

Activities (including foreign

exchange gains and losses

attributable to foreign-

denominated investments) relat

to Investments still held at

Reporting Datt $ 2,072,555 $ 36,88

The Transfers Out noted in the table above aribatéble to a private equity investment in a pdisfgompany that completed its initial
public offering during the period. The Transfersmbited in the table above are principally attriligzo certain corporate high yield securities
and loans that experienced an insignificant le¥@harket activity during the period and thus weadued in the absence of observable inputs.
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5. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS (Continued)

Nine Months Ended
September 30, 2009

Private Equity Other

Balance, Beginning of Peric $ 16,156,62 $ 162,85
Transfers Ir 500,50( —
Transfers Ou (1,142,96) —
Purchase 1,080,68 19,147
Sales (339,74 (16,720
Net Realized Gains (Losse (379,029 (26,477
Net Unrealized Gains (Losse 4,332,03 138,66:
Balance, End of Peric $ 20,208,11 $ 277,47
Changes in Net Unrealized Gains

(Losses) Included in Net Gains

(Losses) from Investment

Activities (including foreign

exchange gains and losses

attributable to foreign-

denominated investments) relat

to Investments still held at

Reporting Dat¢ $ 3,291,23 $ 115,59:

The Transfers Out noted in the table above aribatétble to a private equity investment in a pdisfgompany that completed its initial
public offering during the period.

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

The carrying amounts of cash and cash atpnts, restricted cash and cash equivalents,rdoedffiliates, accounts payable, accrued
expenses and other liabilities approximate faiugalue to their short-term maturities. KKR's detitgations except for KKR's Senior Notes
(See Note 8) bear interest at floating rates aacetbre fair value approximates carrying value.

6. EARNINGS PER COMMON UNIT

Basic and diluted earnings per common amgtcalculated by dividing Net Income (Loss) Atiitdble to KKR & Co. L.P. by the total
weighted-average number of common units outstandiiming the period. For the three and nine montiied September 30, 2010,
478,105,194 of KKR Holdings units have been exallfilem the calculation of diluted earnings per coonnunit given that the exchange of
these units would proportionally increase KKR & CdR.'s interests in the KKR Group Partnershipswandld have an anti-dilutive effect on
earnings per common unit as a result of certairbemefits KKR & Co. L.P. is assumed to receive ugfenexchange. For the three and nine
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6. EARNINGS PER COMMON UNIT (Continued)

months ended September 30, 2010, basic and didatedngs per common unit were calculated as follows

Basic and Diluted
Three Months Ended Nine Months Ended
September 30, 2010 September 30, 2010

Net Income (Loss

Attributable to

KKR & Co. L.P. $ 8,85¢ $ 152,59¢
Net Income (Loss

Attributable to

KKR & Co. L.P. Per

Common Unil $ 0.0¢ $ 0.74
Total Weighted-

Average Common

Units Outstanding 204,902,22 204,902,22

Prior to the Transactions, KKR's busineas wonducted through a large number of entitide agich there was no single holding entity
but which were separately owned by its Predece&3sarers. There was no single capital structure wploich to calculate historical earnings
per common unit information. Accordingly, earningg common unit information has not been presefmeperiods prior to the Transactio

7. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES
Other assets consist of the following:

September 30, December 31,

2010 2009
Interest Receivabl $ 67,59. $ 54,97+
Fixed Assets, net(: 49,86¢ 50,97:
Unrealized Gains on Foreign

Exchange Forward Contracts| 46,34( —
Intangible Asset, net(( 29,04¢ 31,88¢
Deferred Tax Assel 14,78¢ 24,61¢
Prepaid Expense 10,23¢ 5,57:
Deferred Financing Cos 9,83t 10,95¢
Foreign Currency Options(i 4,37¢ 13,05t
Unsettled Investment Trades 1,31¢ 7,738
Other 29,72 23,28¢

$ 263,12: $ 223,05

(@) Net of accumulated depreciation and amortizatio$6#,597 and $60,170 as of September 30, 2010 and
December 31, 2009, respectively. Depreciation andriization expense totaled $2,674 and $2,297he
three months ended September 30, 2010 and 20@@ctasly and $8,874 and $6,608 for the nine months
ended September 30, 2010 and 2009, respect
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7. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES (Continued)

(b)

(©

(d)

()

Represents derivative financial instruments useddnage foreign exchange risk arising from certain
foreign denominated private equity investments hSastruments are measured at fair value with chang
in fair value recorded in Net Gains (Losses) framwelstment Activities in the accompanying statemehts
operations. The fair value of these instrumentsfd®cember 31, 2009 was an unrealized loss of
$125,173 and was reported in Accounts Payable,ukctExpenses and Other Liabilities. See Note 3 "Net
Gains (Losses) from Investment Activities” for thet changes in fair value associated with these
instruments.

Net of accumulated amortization of $8,840 and $8 &9 of September 30, 2010 and December 31, 2009
respectively. Amortization expense totaled $94 #tierthree months ended September 30, 2010 and 200
and $2,841 for the nine months ended Septembe&2(8@ and 2009.

Represents a hedging instrument used to managgri@echange risk. The instrument is measurediat fa
value with changes in fair value recorded in NeinG4Losses) from Investment Activities in the
accompanying statements of operations. See Nd#eBGains (Losses) from Investment Activities" for
the net changes in fair value associated withitflsisument. The cost basis for this instrument at
September 30, 2010 and December 31, 2009 was #10,74

Represents amounts due from third parties for imvests sold for which cash has not been received.
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7. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES (Continued)

Accounts Payable, Accrued Expenses andrQibbilities consist of the following:

September 30, December 31,
2010 2009

Amounts Payable to Carry Pooli $  402,68( $ 200,91t
Accrued Compensation and

Benefits 82,76: 8,094
Interest Payabl 78,417 114,80°
Securities Sold, Not Yet

Purchased(kt 69,11« 83,75
Deferred Tax Liabilities 56,18 67,24
Accounts Payable and Accrued

Expense! 29,83¢ 69,96«
Unsettled Investment Trades 26,76¢ 14,14¢
Taxes Payabl 23,07t 17,05¢
Deferred Revenu 2,78¢ 3,53¢
Unrealized Losses on Foreign

Exchange Forward Contractsi — 125,17:
Derivative Liabilities(e] — 2,11t
Other 20,45: 4,89/

$ 792,07t $ 711,70

€)) Represents the amount of carried interest payatf&R's principals, other professionals and selécte
other individuals with respect to KKR's active ferehd co-investment vehicles that provide for edrri
interest. See Note 2 "Significant Accounting P@gsi-Profit Sharing Plans".

(b) Represents securities sold short, which are oldigatof KKR to deliver a specified security at a
contracted price at a future point in time. Suatusiies are measured at fair value with changdaiin
value recorded in Net Gains (Losses) from Investmetivities in the accompanying statements of
operations. See Note 3 "Net Gains (Losses) froradtmaent Activities" for the net changes in fairueal
associated with these instruments. The cost basstbése instruments at September 30, 2010 and
December 31, 2009 was $63,350 and $76,628, regphcti

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

(d) Represents derivative financial instruments useddnage foreign exchange risk arising from certain
foreign denominated private equity investments hSastruments are measured at fair value with chang
in fair value recorded in Net Gains (Losses) frowelstment Activities in the accompanying statemehts
operations. The fair value of these instrumentsf&eptember 30, 2010 was an unrealized gain o334
and was reported in Other Assets. See Note 3 "MatgLosses) from Investment Activities" for thet n
changes in fair value associated with these instnia
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7. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES (Continued)

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

8. DEBT OBLIGATIONS

Debt obligations consist of the following:

September 30, December 31,

2010 2009

Investment Financing
Arrangement: $ 978,58({ $ 1,326,48
Senior Note! 497,92( —
Revolving Credit Agreemen 261,86¢ 733,69

$ 1,738,371 $ 2,060,18!

Investment Financing Agreements:

Certain of KKR's private equity fund invesnt vehicles have entered into financing arrangesngith major financial institutions in
connection with specific private equity investmentth the objective of enhancing returns. Thesarfiting arrangements are not direct
obligations of the general partners of KKR's privatjuity funds or its management companies. Agpfednber 30, 2010, KKR had made
$1,887.1 million in these specific private equityéstments of which $978.6 million was funded ughegse financing arrangements. Total
availability under these financing arrangementsamed to $979.4 million as of September 30, 2010.

Of the $978.6 million of financing, $796wllion was structured through the use of totaliretswaps which effectively convert third
party capital contributions into borrowings of KK&171.4 million of the total return swaps maturd/iay 2011 with the remainder maturing
in February 2015. Upon the occurrence of certagnes; including an event based on the value ofttiateral and events of default, KKR
may be required to provide additional collaterataphe amount borrowed plus accrued interest, wthgeterms of these financing
arrangements. The per annum rates of interest fEf@ithe financings range from three- month LIBPIRs 1.35% to three-month LIBOR
plus 1.75% (rates ranging from 1.8% to 2.2% aseapit@&mnber 30, 2010).

The remaining $182.2 million of financingsvstructured through the use of a syndicated &mcira revolving credit facility (the "Term
Facility") that matures in August 2014. The peramrrate of interest for each borrowing under thenTEacility was equal to the Bloomberg
United States Dollar Interest Rate Swap Ask Rais il 75% at the time of each borrowing under thenTieacility through March 11, 2010.
On March 11, 2010, the Term Facility was amendetthe per annum rate of interest is the greaténeb-Year interest rate swap rate plus
1.75% or 4.65% for periods from March 12, 2010une)7, 2012. For the period June 8, 2012 throudhnihathe interest rate is equal to one
year LIBOR plus 1.75%. The interest rate at Septrdb, 2010 on the borrowings outstanding was 4.¢

43




Table of Contents

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

On September 29, 2010, KKR Group FinancelC€ (the "Issuer"), a subsidiary of KKR Managerhkioldings Corp. and indirect
subsidiary of the Partnership, issued $500 milaggregate principal amount of 6.375% Senior Ndtes '[Senior Notes"), which were issued
at a price of 99.584%. The Senior Notes are unsdcamd unsubordinated obligations of the Issuendldnature on September 29, 2020,
unless earlier redeemed or repurchased. The Sdntes are fully and unconditionally guaranteedhtigiand severally, by KKR & Co. L.P.
and the KKR Group Partnerships. The guaranteesraecured and unsubordinated obligations of theagtars.

The Senior Notes bear interest at a ra@3#5% per annum, accruing from September 29, .201€rest is payable semiannually in
arrears on March 29 and September 29 of each g@amencing on March 29, 2011. Interest expensa®iséenior Notes was $0.1 million
for the three months ended September 30, 2010s&ction costs related to the issuance of the Sélites have been capitalized and are
being amortized over the life of the Senior Notes of September 30, 2010, the fair value of thei@eadotes was $508.4 million.

The indenture, as supplemented by a figpemental indenture, relating to the Senior Notekides covenants, including limitations
the Issuer's and the guarantors' ability to, sulgeexceptions, incur indebtedness secured by lienvoting stock or profit participating
equity interests of their subsidiaries or mergasodidate or sell, transfer or lease assets. Ttheniture, as supplemented, also provides for
events of default and further provides that thet&e or the holders of not less than 25% in aggequancipal amount of the outstanding
Senior Notes may declare the Senior Notes immddidtes and payable upon the occurrence and dun@gantinuance of any event of
default after expiration of any applicable gracéqak In the case of specified events of bankrupittgolvency, receivership or reorganizati
the principal amount of the Senior Notes and amywexd and unpaid interest on the Senior Notes aattoailly becomes due and payable. All
or a portion of the Senior Notes may be redeeméhkaissuer's option in whole or in part, at anygtj and from time to time, prior to their
stated maturity, at the make-whole redemption psateforth in the Senior Notes. If a change of minepurchase event occurs, the Senior
Notes are subject to repurchase by the Issueregtuachase price in cash equal to 101% of the gatgeprincipal amount of the Senior Na
repurchased plus any accrued and unpaid interesteoBenior Notes repurchased to, but not inclydimg date of repurchase.

KKR Revolving Credit Agreements:
Corporate Credit Agreement

On February 26, 2008, KKR entered intoeaditragreement with a major financial institutidhe("Corporate Credit Agreement"). The
Corporate Credit Agreement provides for revolvirgrbwings of up to $1.0 billion, with a $50.0 milt sublimit for swing-line notes and a
$25.0 million sublimit for letters of credit. Thedility has a term of five years that expires obrigary 26, 2013. As of September 30, 2010,
$98.0 million was outstanding under the Corporated® Agreement and the interest rate on such hangs was approximately 1.0%. Duri
October 2010, KKR repaid all amounts outstandinghenCorporate Credit Agreement.
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KCM Credit Agreement

On February 27, 2008, KKR Capital Marketteeed into a revolving credit agreement with aanéipancial institution (the "KCM
Credit Agreement"). The KCM Credit Agreement, asaded, provides for revolving borrowings of up &8 million with a $500 million
sublimit for letters of credit. The KCM Credit Agnment has a maturity date of February 27, 201B81drch 2009, the KCM Credit
Agreement was amended to reduce the amounts aeadabievolving borrowings from $700 million to &bénillion. As a result of this
amendment, the counterparty returned approxim&®ely million in financing costs. As of September 2010, no borrowings were
outstanding under the KCM Credit Agreement.

Principal Credit Agreement

In June 2007, the KPE Investment Partnprshtered into a five-year revolving credit agreatweith a syndicate of lenders (the
"Principal Credit Agreement"). The Principal Creflgreement provides for up to $925.0 million of isersecured credit subject to availabi
under a borrowing base determined by the valuedém investments pledged as collateral secunitpbligations under the agreement. The
borrowing base is subject to certain investmenteatration limitations and the value of the invesstis constituting the borrowing base is
subject to certain advance rates based on typesefiment. In September 2009, a wholly owned sidyidf KKR assumed $65.0 million of
commitments on the Principal Credit Agreement frame of the counterparties to the agreement, whishefffectively reduced KKR's
availability under the Principal Credit Agreementaconsolidated basis to $860.0 million.

As of September 30, 2010, the interessrateborrowings under the Principal Credit Agreemmanged from 1.2% to 1.3%. As of
September 30, 2010, KKR had $163.9 million of batirgs outstanding. Foreign currency adjustmentseelto these borrowings during the
period are recorded in Net Gains (Losses) fromdtnaent Activities in the accompanying statementspafrations. See Note 3 "Net Gains
(Losses) from Investment Activities" for foreignroency adjustments related to these borrowingsingudctober 2010, KKR repaid
$56.1 million of borrowings outstanding under threnBipal Credit Agreement.

September 30, December 31,

2010 2009
Notional borrowings under tt
KPE Credit Agreemer $ 171,44¢ $ 713,93
Foreign currency adjustmen
Less: Unrealized gain related t
borrowings denominated in
British pounds sterlini 7,58( 5,23i
Total $ 163,86¢( $ 708,69

9. INCOME TAXES

Prior to the Transactions, KKR provided f@w York City unincorporated business tax for arentities based on a statutory rate of
4%. Following the Transactions, the KKR Group
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9. INCOME TAXES (Continued)

Partnerships and certain of their subsidiaries edtitinue to be treated as partnerships for Udrd income tax purposes and as corporate
entities in non-U.S. jurisdictions. Accordinglyefe entities in some cases continue to be subjéisetNew York City unincorporated
business tax or non-U.S. income taxes. In additiertain of the wholly owned subsidiaries of KKRIWie subject to federal, state and local
corporate income taxes.

KKR's effective rate was 1.19% and 0.10%tlie three months ended September 30, 2010 arg] &8pectively and 1.31% and 0.10%
for the nine months ended September 30, 2010 ad@, 28spectively. KKR's income tax provision wa$ £63 and $4,115 for the three
months ended September 30, 2010 and 2009 resgdgcive $60,998 and $5,805 for the nine months eltgrember 30, 2010 and 2009,
respectively.

The effective rate differs from the statytmate for the three and nine months ended Semet) 2010 and 2009, respectively,
substantially due to the following: (a) certainporate subsidiaries are subject to federal, statal and foreign income taxes as applicable
and other partnership subsidiaries are subjecetw Xork City unincorporated business taxes, and(pdrtion of the compensation charges
attributable to KKR are not deductible for tax posps.

During the three month period ending Sepin30, 2010, there were no material changes iertaia tax positions. KKR believes that
there will not be a significant increase or deceetasthe reserve for uncertain tax positions wittrmonths of the reporting date.

10. EQUITY-BASED COMPENSATION

Upon completion of the Transactions, KKihpipals and certain operating consultants receguadts of KKR Holdings units which are
exchangeable for KKR Group Partnership units. ASeghtember 30, 2010, KKR Holdings owns 70%, or #0%,194, of the outstanding
KKR Group Partnership Units. These grants wereeidsas part of the Reorganization Transactions #isaa/¢o promote broad ownership of
our firm among our personnel and further alignrtivetierests with those of investors. We believe grants to our principals and certain
operating consultants provide an additional meansalfowing us to incentivize, motivate and retgiralified professionals that will help us
continue to grow our business over the long terh@sk units are subject to minimum retained ownpnrgguirements and transfer
restrictions, and allow for the ability to excharigt® units of KKR & Co. L.P. on a one-for-one lmsi

Except for any units that vested on the dditgrant, units are subject to service basedngestver a five-year period. The transfer
restriction period will last for a minimum of (ine year with respect to one-half of the interestting on any vesting date and (ii) two years
with respect to the other one-half of the intereststing on such vesting date. While providing smwy to KKR, these individuals will also be
subject to minimum retained ownership rules reggithem to continuously hold at least 25% of thested interests. Upon separation from
KKR, certain unit holders will be subject to thents of a non-compete agreement that may requirtotfeiture of certain vested and
unvested units should the terms of the non-comipetéolated. Holders of KKR Group Partnership Uhiésd through KKR Holdings are not
entitled to participate in distributions made onKIGroup Partnership Units until such units areesst

46




Table of Contents

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

All of the 478,105,194 KKR Holdings unitave been legally allocated, but the allocation®¥37,179 of these units has not been
communicated to each respective principal. Thesumitose allocation has not been communicated &jectuio performance based vesting
conditions, which include profitability and otheémdlar criteria. These criteria are not sufficigngipecific to constitute performance conditi
for accounting purposes, and the achievementchirtteereof, will be determined based upon the ésemf judgment by the managing
members. Each principal will ultimately receivevbeén zero and 100% of the units initially allocat€dde allocation of these units has not
been communicated to the award recipients as théssmanagement's decision on how to best incentilgizanployees. It is anticipated that
additional service based vesting conditions wilirnposed at the time the allocation is initiallynrmmunicated to the respective employees.
KKR applied the guidance of ASC 718 and concludhed these KKR Holdings units do not yet meet thieiga for recognition of
compensation cost because neither the grant datbegervice inception date has occurred. In tiegch conclusion that the service incep
date has not occurred, KKR considered (a) thetfattthe vesting conditions are not sufficientlgafic to constitute performance conditions
for accounting purposes, (b) the significant judgiitbat can be exercised by the managing membelst@rmining whether the vesting
conditions are ultimately achieved, and (c) theeabs of communication to the principals of any infation related to the number of units
they were initially allocated.

The fair value of KKR Holdings units gradtis based on the closing price of KKR's commonsuoi date of grant for principal awards
and on the reporting date for operating consubiarards. KKR determined this to be the best evidendair value as a KKR unit is traded in
an active market and has an observable market gagitionally, a KKR Holdings unit is an instrumenith terms and conditions similar to
those of a KKR unit. Specifically, units in both IRKHoldings and KKR represent ownership interestskiR Group Partnership Units and,
subject to the vesting and transfer restrictiofisremced above, each KKR Holdings unit is exchablgeiato a KKR Group Partnership Unit
on a one-for-one basis.

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

The calculation of compensation expensanyf, was performed on a person by person basiwidinal grants at October 1, 2009, were
based on past performance and anticipated future
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10. EQUITY-BASED COMPENSATION (Continued)

performance. These grants may have differed fratofical ownership interests. To the extent thevaiue of an individual's vested units
received exceeded an individual's contributed oslmiprinterests, additional expense was recordedpifiacipals and operating consultants
whose value of ownership interests contributed gvaater than the value of vested units receive@dditional expense was recorded.
Compensation expense is recognized for all unvedsiRl Holdings units received by an individual oike vesting period.

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

Compensation expense on unvested unitdslated based on the fair value of a unit (deteech using the latest available closing price
of KKR's publicly traded units) at the time of gtadiscounted for the lack of participation rigiighe expected distributions on unvested
units, which ranges from 1% to 32%, multiplied bg humber of unvested units on the grant date.tiaddilly, the calculation of
compensation expense on unvested units assumegitufe rate of up to 3% annually based upon etqzeturnover by employee class. For
the three and nine months ended September 30, K&K recorded compensation expense of $152.2 miliod $473.1 million respectively,
in relation to equity based awards of KKR Grouptienship Units held through KKR Holdings to pringip. As of September 30, 2010 there
was approximately $555.0 million of estimated ungruzed compensation expense related to unvestaediawT hat cost is expected to be
recognized over a weighted-average period of 1laBsyaising the graded attribution method, whichter@ach vesting portion as a separate
award.

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

48




Table of Contents

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

General, administrative and other expeasegnized on unvested units is calculated basedeofair value of a unit (determined using
the latest available closing price of KKR's unitg)each reporting date and subsequently adjustatidactual fair value of the award at each
vesting date. Accordingly, the measured value e$¢hunits will not be finalized until each vesttage. Additionally, the calculation of the
general administrative and other expense assurfoetedure rate of up to 3% annually based uponeekgd turnover by class of operating
consultant. For the three and nine months endete®dyer 30, 2010, KKR recorded general, administeadind other expense of $29.6 mill
and $74.8 million respectively in relation to eguitased awards of KKR Group Partnership Units tieldugh KKR Holdings to operating
consultants. As of September 30, 2010, there waamately $85.1 million of estimated unrecogniziheral, administrative and other
expense related to unvested awards based on #héaiotvalue of the unvested units on that dateufe general, administrative and other
charges are expected to be recognized over a weligiverage period of 1.4 years, using the gradgbuwiton method, which treats each
vesting portion as a separate award.

KKR has historically had low attrition angpits principals and operating consultants andutstantial attrition among its most senior
executives, the Senior Principals, on an annuasbBased on this history, which KKR expects totouore for the foreseeable future, KKR
estimated a turnover rate of up to 3% annually th@seexpected turnover by employee class. KKR péliodically assess this forfeiture
estimate as actual experience is observed and atjiustments to compensation and general, admiti&rand other expense as deemed
necessary.

A summary of the status of KKR's equitydzhawards granted to KKR principals and operatorgsaltants from January 1, 2010
through September 30, 2010 are presented below:

KKR Principals Operating Consultants
Weighted Average Weighted Average
Grant Date Fair Grant Date Fair
Unvested Units Units Value Units Value
Balance, January 1, 20. 149,574,39 $ 7.87 18,298,20 $ 7.92
Granted 4,190,601 $ 8.4¢ 1,270,000 $ 8.34
Vested (6,477,36) $ 9.2¢ (1,006,10) $ 9.24
Forfeited (3,474,54) $ 8.11 (1,756,91) $ 8.0z
Balance, September 30, 20 143,813,09 $ 8.0t 16,805,18 $ 8.11
Operating
Principal Consultant
Awards Awards

Weighted average remaining vesting
period (in years) over which unvest
units are expected to ve 1.¢ 1.8
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The following table summarizes the vestiragches for principals and operating consultants:

Operating

Vesting Date Principal Units Consultant Units
October 1, 201! 32,453,84 3,845,71
April 1, 2011 3,689,24. 971,28
October 1, 201. 26,969,50 2,951,57!
April 1, 2012 845,54 110,03:
October 1, 201. 26,389,18 2,882,20!
April 1, 2013 310,32° 100,00(
October 1, 201 26,272,90 2,872,18I
April 1, 2014 304,82( 100,00(
October 1, 201. 26,272,90 2,872,18
April 1, 2015 304,82( 100,00(

143,813,09 16,805,18

Restricted Equity Units—Upon completion of the Transactions, grants ofrieted equity units based on KKR Group Partner&higts
held by KKR Holdings were made to professionalppsut staff, and other personnel. These will bel&thby KKR Holdings and will not
dilute KKR's interests in the KKR Group Partnershiphe vesting of these equity units occurs iraisients over three to five years from the
date of grant and was contingent on, among otliegshKKR's units becoming listed and traded onNN&E or another U.S. exchange. On
July 15, 2010, KKR & Co. L.P. completed its listing the NYSE. This event satisfied the contingeshescribed above and accordingly, K
recorded compensation expense of $34.0 millionggameral, administrative and other expense of $ifllion during the quarter ended
June 30, 2010 in relation to these awards. Thiectefd the cumulative vesting of the units from ¢gin@nt date to June 30, 2010. For the three
months ended September 30, 2010 KKR recorded casafien expense of $1.3 million and general, adriratise and other expense of
$7.9 million in relation to the restricted equityards.

As of September 30, 2010, there was appratély $22.7 million of estimated unrecognized evggerelated to unvested awards. That
cost is expected to be recognized over a weighterthge period of 1.0 years, using the graded attab method, which treats each vesting
portion as a separate award.
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A summary of the status of KKR's restricgegliity awards granted to KKR professionals, supgtaif, and other personnel from
January 1, 2010 through September 30, 2010 aremexsbelow:

Restricted Equity Units
Weighted Average
Grant Date Fair

Unvested Units Units Value

Balance, January 1, 20. 8,559,67! $ 9.3t
Granted 280,50( $ 10.71
Vested (2,853,07) $ 9.3t
Forfeited (238,480 $ 9.3t
Balance, September 30, 2C 5,748,62! $ 9.42

Discretionary Compensation and Discretionar Allocations —Certain KKR principals who hold KKR Group Partr@sUnits
through KKR Holdings units are expected to be ated, on a discretionary basis, distributions orRKB&roup Partnership units received by
KKR Holdings. These discretionary amounts, which expected to be determined each annual periatleght principal to receive amounts
in excess of their vested equity interests. Becansested units do not have distribution partiggratights, any amounts allocated in excess
of a principal's vested equity interests are rédié@s employee compensation and benefits exp€hese compensation charges have been
recorded based on the estimates of amounts exp@chedpaid. Compensation charges relating todisisretionary allocation amounted to
$47.4 million and $109.0 million for the three amde months ended September 30, 2010 respectively.

KKR & Co. L.P. 2010 Equity Incentive Plan

Under the KKR & Co. L.P. 2010 Equity IncieetPlan (the "Equity Incentive Plan"), KKR is péttad to grant to employees, the
directors of the Managing Partner, operating cdastsd and senior advisors non-qualified unit ofgjamit appreciation rights, restricted
common units, deferred restricted common unitsnfima restricted common units and other awards septéng KKR & Co. L.P. common
units. The issuance of common units pursuant todsvander the Equity Incentive Plan would dilutenoaon unitholders and KKR Holdings
pro rata in accordance with their respective paegminterests in the KKR Group Partnerships. ©ted humber of our common units that
may initially be issued under our Equity IncentRi@ans is equivalent to 15% of the number of fullutéd common units outstanding. As of
September 30, 2010, no KKR & Co. L.P. common umétge been issued under the Equity Incentive PlanO€ober 1, 2010, 30,000
restricted equity units were issued under the Eduoitentive Plan.
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11. RELATED PARTY TRANSACTIONS

Due from and to Affiliates consists of:

September 30, 2010

December 31, 2009

Due from Principals(s $ 55,931
Due from Related Entitit 26,23
Due from Portfolio
Companie 25,91¢
Due from Unconsolidate
Funds 20,94
$ 129,03¢

$ 77,07¢
20,77¢

18,067

8,06¢

$ 123,98t

September 30, 2010

December 31, 2009

Due to Unconsolidated

Funds
Due to KKR

Holdings, L.P.(b

1,33¢ $ —

— 87,74.

1,33¢ $ 87,74.

(@) Represents an amount due from KKR principals feraimount of the clawback obligation that would be
required to be funded by KKR principals who do hold direct controlling and economic interestsha t
KKR Group Partnerships. In periods prior to theriBactions, such amount was reflected as a capital
deficit within partners' capital given the KKR pripals held controlling and economic interestshim t
historical KKR. See Note 13 "Commitments and Caggincies".

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

KKR Financial Holdings LLC ("KFN")

KFEN is a publicly traded specialty finarmampany whose limited liability company interests Bisted on the NYSE under the symbol
"KFN." KFN is managed by KKR but is not under tr@ranon control of the Senior Principals or otherwdeasolidated by KKR as control
maintained by third-party investors. KFN was orgaxiin August 2004 and completed its initial puldlifiering on June 24, 2005. As of
September 30, 2010 and December 31, 2009, KFN dregbtidated assets of $8.2 billion and $10.3 hillieespectively, and shareholders'
equity of $1.4 billion and $1.2 billion, respectiyeShares of KFN held by KKR are accounted fotrading securities (see Note 2, "Summ
of Significant Accounting Policies—Management anddntive fees") and represented less than 1% of K&distanding shares as of
September 30, 2010 and December 31, 2009. If KKR Wweexercise
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11. RELATED PARTY TRANSACTIONS (Continued)

all of its outstanding vested options, KKR's owhgrsnterest in KFN would be less than 1% of KFbigstanding shares as of September 30,
2010 and December 31, 2009.

Discretionary Investment

Certain of KKR's investment professionais|uding its principals and other qualifying emypées, are permitted to invest, and have
invested, their own capital in side-by-side investits with its private equity funds. Side-by-sidegstments are investments in Portfolio
Companies that are made on the same terms andioosdis those acquired by the applicable fundegixthat the side-by-side investments
are not subject to management fees or a carriecestt The cash invested by these individuals gaged $4.1 million and $24.7 million for
the three months ended September 30, 2010 and 28Q®ctively, and $39.7 million and $36.5 million the nine months ended
September 30, 2010 and 2009, respectively. Thesstiments are not included in the accompanyingéizd statements.

Aircraft and Other Service:

Certain of the Senior Principals own aiftctlhat KKR uses for business purposes in the angicourse of its operations. These Senior
Principals paid for the purchase of these airawéti their personal funds and bear all operatirggspnnel and maintenance costs associated
with their operation. The hourly rates that KKR pdgr the use of these aircraft are based on cumarket rates for chartering private airc
of the same type. KKR incurred $2.1 million and@illion for the use of these aircraft for thegarmonths ended September 30, 2010 and
2009, respectively, and $4.3 million and $5.3 moiilfor the nine months ended September 30, 201@@049, respectively.

Facilities

Certain of the Senior Principals are pagrie a real-estate based partnership that mas&airownership interest in KKR's Menlo Park
location. Payments made to this partnership weré illion and $1.5 million for the three monthsded September 30, 2010 and 2009,
respectively and $4.8 million and $4.2 million fbe nine months ended September 30, 2010 and 2&€8:ctively.

12. SEGMENT REPORTING

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

Private Markets

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

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

KKR executes these investment strategiemitih a specialty finance company and a numbenastment funds, structured finance
vehicles and separately managed accounts.

Capital Markets and Principal Activities

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

Key Performance Measure

Fee Related Earnings ("FRE") and EconongtINcome ("ENI") are key performance measures byadanagement. These measures
are used by management in making resource depldyanéroperating decisions as well as assessingvitrall performance of each of KKI
business segments.

FRE

FRE is comprised of segment operating regenless segment operating expenses. The comp@fdfiRE on a segment basis differ
from the equivalent GAAP amounts on a consolidéizsls as a result of: (i) the inclusion of managenfees earned from consolidated funds
that were eliminated in consolidation; (ii) the kesion of expenses of consolidated funds; (iii) éxelusion of charges relating to the
amortization of intangible assets; (iv) the exaumsdf charges relating to carry pool allocationd;tbie exclusion of non-cash equity charges
and other non-cash compensation charges borne IR/H#dings; (vi) the exclusion of certain reimbukaexpenses and (vii) the exclusion
of certain non-recurring items.

ENI

ENI is a measure of profitability for KKR'sportable segments and is comprised of: (i) A& (i) segment investment income, which
is reduced for carry pool allocations and managerieenrefunds; less (iii) certain economic inteseatKKR's segments held by third parties.
ENI differs from net income (loss) on a GAAP baassa result of: (i) the exclusion of the items mefd to in FRE above; (ii) the exclusion of
investment income relating to noncontrolling intgse and (iii) the exclusion of income taxes.
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12. SEGMENT REPORTING (Continued)

KKR's reportable segments are presented farigiving effect to the allocation of incomedq#) between KKR and KKR Holdings and as
such represents KKR's business in total. For treethnd nine months ended September 30, 2010, KdflB&able portion of FRE and ENI
would be calculated as approximately 30% of theamt®presented less applicable income taxes. Inemtion with the Transactions, KKR
changed the format of its segment financial infdrarain order to: (i) properly reflect the econonaicangements resulting from the
Transactions, and (ii) provide more detail regagdiges and investment income. KKR has adjusteskgsnent financial information for the
three and nine months ended September 30, 20@9l¢ctrthese changes, where applicable. None skthbanges impacted economic net
income.
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The following table presents the finandata for KKR's reportable segments as of and ®tlihee months ended September 30, 2010:

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

Capital Markets Total
and Principal Reportable
Private Markets Public Markets Activities Segments
Fees
Management and incentive fe
Management fee $ 98,337 $ 14,20¢ $ — $ 112,54!
Incentive fee: — 9,55¢ — 9,55¢
Management and incentive
fees 98,331 23,76: — 122,10(
Monitoring and transaction fee
Monitoring fees 21,78( — — 21,78(
Transaction fee 19,81¢ 1,672 19,14¢ 40,63¢
Fee Credits(1 (12,94) (742) — (13,687
Net monitoring and transacti
fees 28,65t 93C 19,14¢ 48,73:
Total fees 126,99: 24,69: 19,14¢ 170,83:
Expense:
Employee compensation and
benefits 37,86: 7,70¢ 3,48 49,05¢
Other Operating Expen: 46,24¢ 3,77¢ 2,24¢ 52,26¢
Total expense 84,10 11,48: 5,73¢ 101,32!
Fee related earning 42,88t 13,21( 13,41 69,50¢
Investment income (los:
Gross carried intere 236,79: 1,131 — 237,92¢
Less: allocation to KKR carry
pool(2) (90,709 (452) — (91,15¢)
Less: management fee refunc
3) (17,387 — — (17,387
Net carried interes 128,70: 67¢ — 129,38(
Other investment income (los 2,52¢ 14¢ 117,33 120,00t
Total investment income (los 131,22! 827 117,33 249,38t
Income (loss) before
noncontrolling interests in
income of consolidated entiti 174,11( 14,03 130,74! 318,89:.
Income (loss) attributable to
noncontrolling interests(« 394 12t 1,04¢ 1,567
Economic net income (los $ 173,71t $ 13,91 $ 129,69° $ 317,32
Total Asset: $ 802,91¢ $ 67,14C $ 5,321,70. $6,191,76!
Total Partners' Capiti $ 656,30¢ $ 51,70t $ 4,500,52. $5,208,53

1 KKR's agreements with the limited partners of dartd its investment funds require KKR to sharehngtich limited
g p q
partners a portion of any monitoring and transactees received from portfolio companies i
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allocable to their funds ("Fee Credits"). Fee Ciedkclude fees that are not attributable to a'fuimderest in a portfolio
company and generally amount to 80% of monitoringd tansaction fees allocable to the fund afteatesl expenses are
recovered.

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

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

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

The following table reconciles KKR's total repottabegments to the financial statements as of anthé three months
ended September 30, 20:

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

Reportable

Segments Adjustments Consolidated
Fees(a 170,83: $ (74,81) $  96,01¢
Expenses(b 101,32 $ 348,54: $ 449,86

$
$
Investment income (loss)( $ 249,38t $ 1,475,14 $ 1,724,52
Income (loss) before tax $ 318,89. $ 1,051,78 $ 1,370,67
Income (loss) attributable to
noncontrolling interest $
Income (loss) attributable to KKR
Holdings $ — $ 52,18 $ 52,18¢
Total assets(c $6,191,76! $28,672,19 $34,863,95
Total Partners' Capital(i $5,208,531 $(4,101,35) $ 1,107,18

1567 $ 1,291,800 $ 1,293,37.

(@)  The fees adjustment primarily represents (i) thmiaktion of management fees of $97,046 (ii) fesdds of
$13,302 upon consolidation of the KKR Funds, aigdigross up of reimbursable expenses of $8,931.

(b)  The expenses adjustment primarily representséijrtblusion of non-cash equity based charges wdcbunted
to $238,342, (ii) allocations to the carry pool$&fl,156 (iii) a gross up of reimbursable expen$&8®31,
(iv) operating expenses of $6,578 primarily assedavith the inclusion of operating expenses upon
consolidation of the KKR Funds and (v) other adjuests of $3,535.

(©) The investment income (loss) adjustment primagfyresents (i) the inclusion of investment income of

$1,366,598 attributable to noncontrolling interagien consolidation of the KKR Funds, (i) allocats to the
carry pool of $91,156, and (iii) a reduction formagement fee refunds of $17,3
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(d) Substantially all of the total assets adjustmeptagents the inclusion of private equity and otheestments that
are attributable to noncontrolling interests uponsolidation of the KKR Funds.

(e) Substantially all of the total partners' capitguatiment represents the inclusion of private eqaitgt other
investments that are attributable to noncontrollintgrests

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

Three Months Ended
September 30, 2010

Economic net income (los $ 317,32
Income taxe: (16,267)
Amortization of intangibles and other, r (1,67¢)
Non-cash equity based charg (238,34))
Allocation to noncontrolling interests helc

by KKR Holdings (52,18¢)
Net income attributable to KKR & Co. L.F $ 8,85¢
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The following table presents the finandata for KKR's reportable segments as of and ®tlihee months ended September 30, 2009:

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

Capital Markets Total
Private Public and Principal Reportable
Markets Markets Activities Segments
Fees
Management and incentive fe
Management fee $ 105,73 $ 12,31+ $ — $ 118,04
Incentive fee: — 4,47: — 4,472
Management and incentive fe 105,730  16,78¢ — 122,51
Monitoring and transaction fee
Monitoring fees 46,94¢ — — 46,94¢
Transaction fee 27,03( — 10,38¢ 37,41¢
Fee Credits(1 (37,12%) — — (37,125
Net monitoring and transaction fe 36,85 — 10,38¢ 47,24(
Total fees 142,58:  16,78¢ 10,38¢ 169,75¢
Expense:
Employee compensation and bene 37,41t 5,65¢ 3,04¢ 46,12
Other Operating Expen: 41,56( 4,79¢ 1,387 47,74:
Total expense 78,97¢ 10,45¢ 4,43¢ 93,86¢
Fee related earning 63,60¢ 6,332 5,95z 75,89«
Investment income (los:
Gross carried intere 492,63: — — 492,63¢
Less: allocation to KKR carry pool(: (12,027 — — (12,027
Less: management fee refunds — — — —
Net carried interes 480,61 — — 480,61
Other investment income (los 103,38« (2,236 (959) 100,18
Total investment income (los 583,99! (2,236 (959 580,80(
Income (loss) before noncontrolling
interests in income of consolidated
entities 647,60: 4,09¢ 4,99¢ 656,69:
Income (loss) attributable to
noncontrolling interests(¢ — — 122 122
Economic net income (loss)( $ 647,60: $ 4,09 $ 4,871 $ 656,57
Total Asset: $1,163,41. $ 68,20¢ $ 23,04¢ $1,254,67.
Total Partners' Capiti $ 741,13¢ $51,19¢ $ 4,60 $ 796,94(

Q) KKR's agreements with the limited partners of dartd its investment funds require KKR to sharehastich limited
partners a portion of any monitoring and transactées received from portfolio companies and aldée#o their funds
("Fee Credits"). Fee Credits exclude fees thanhat:
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()

(3)

(4)

()

attributable to a fund's interest in a portfolioquany and generally amount to 80% of monitoring tradsaction fees
allocable to the fund after related expenses a@vered.

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

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

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

Represents three months of economic net incoms)(&dsvhich 100% was allocable to KKR.

The following table reconciles KKR's total repottabegments to the consolidated financial statesresbf and for the
three months ended September 30, 2!

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

Total
Reportable
Segments Adjustments Consolidated
Fees(a $ 169,75¢ $ (58,89¢ $ 110,86:
Expenses(b $ 93,86F $ 60,73: $ 154,59
Investment income (loss)( $ 580,80( $ 3,591,03" $ 4,171,83
Income (loss) before tax $ 656,69: $ 3,471,40 $ 4,128,10.
Income (loss) attributable to
noncontrolling interest $ 12z $ 3,507,200 $ 3,507,32.
Income (loss) attributable to KKR
Holdings $ — — $ —
Total assets(c $1,254,67. $27,937,32 $29,191,9
Total Partners' Capital(i $ 796,94( $25,314,96 $26,111,90

(@  The fees adjustment primarily represents (i) thmiahtion of management fees of $102,018, (ii)dexdits of
$37,125 upon consolidation of the KKR Funds, aigdigross up of reimbursable expenses of $5,997.

(b)  The expenses adjustment consists of (i) a gross tgimbursable expenses in the consolidated fimhnesults
of $5,997, (ii) inclusion of $2,300 of other opémgtexpenses primarily relating to the consolidaid the KKR
Funds, (iii) operating expenses of $34,846 assediaith the Transactions included in consolidatgukases and
excluded from segment reporting (iv) allocationsht® carry pool of $12,023 and (v) other adjustmefit$5,566
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(c) The investment income (loss) adjustment primaglyresents the inclusion of investment income ds #3012
attributable to noncontrolling interests upon cdiasdion of the KKR Funds and allocations to therggool of
$12,023.

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

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

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

Three Months Ended
September 30, 2009

Economic net income (los $ 656,57:
Income taxe: (4,115
Amortization of intangible: (947)
Operating expenses associated with the

Transactions(a (34,84¢)
Net income attributable to KKR & Co. L.F $ 616,66:

€)) During the three months ended September 30, 20RR '¥KPrivate Markets other operating expenses
excluded $34.8 million incurred in connection witle Transactions. KKR has excluded this charge from
its segment financial information as such amoutithva not be considered when assessing the
performance of, or allocating resources to, eadtsdfusiness segments and is non-recurring irreakto
the statements of operations, this charge is imglud general, administrative and other exper
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The following table presents the finandata for KKR's reportable segments as of and ®mnihe months ended September 30, 2010:

As of and For the
Nine Months Ended September 30, 2010

Capital
Markets and Total
Private Public Principal Reportable
Markets Markets Activities Segments
Fees
Management and incentive fe
Management fee $ 293,54: $ 40,70 $ — $ 334,24
Incentive fee: — 30,40¢ — 30,40¢
Management and incentive fe 293,54: 71,10¢ — 364,64¢
Monitoring and transaction fee
Monitoring fees 64,82« — — 64,82+
Transaction fee 65,05¢ 9,82¢ 58,72¢ 133,60¢
Fee Credits(1 (36,890 (6,33¢) — (43,22%)
Net monitoring and transaction fe 92,99: 3,48 58,72¢ 155,20!
Total fees 386,53! 74,59: 58,72¢ 519,85:
Expense:!
Employee compensation and bene 117,16! 22,32« 11,25 150,74(
Other Operating Expen: 128,15¢ 11,61 6,11¢ 145,88
Total expense 245,31¢ 33,931 17,36¢ 296,62.
Fee related earning 141,21¢ 40,65t 41,36( 223,23:
Investment income (los:
Gross carried intere 788,04! 2,58: — 790,62¢
Less: allocation to KKR carry pool(: (285,539 (2,037 — (286,56)
Less: management fee refunds (119,039 — — (119,03¢)
Net carried interes 383,47 1,55(C — 385,02°
Other investment income (los (1,539 53C 820,74 819,73¢
Total investment income (los 381,94! 2,08( 820,74: 1,204,76!
Income (loss) before noncontrolling intere
in income of consolidated entiti 523,16: 42,73¢ 862,10: 1,427,99
Income (loss) attributable to noncontrollin
interests(4 58C 38C 1,851 2,811
Economic net income (los $ 52258. $ 42,35 $ 860,24 $ 1,425,18i
Total Asset: $ 802,91t $ 67,14( $ 5321,70. $ 6,191,76
Total Partners' Capit: $ 656,30¢ $ 51,70¢ $ 4,500,52. $ 5,208,53

(1) KKR's agreements with the limited partners of dartd its investment funds require KKR to sharehastich limited
partners a portion of any monitoring and transactees received froi
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portfolio companies and allocable to their fundse@ Credits"). Fee Credits exclude fees that aratirdbutable to a
fund's interest in a portfolio company and gengrathount to 80% of monitoring and transaction faléscable to the
fund after related expenses are recovered.

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

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

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

The following table reconciles KKR's total repottabegments to the financial statements as of @nthé nine months
ended September 30, 20:

As of and For the
Nine Months Ended September 30, 2010

Total
Reportable
Segments Adjustments Consolidated
Fees(a $ 519,850 $ (230,73) $ 289,11
Expenses(b $ 296,62. $ 1,047,13° $ 1,343,76
Investment income (loss)( $ 1,204,761 $ 4,508,651 $ 5,713,42
Income (loss) before tax $ 1,427,99° $ 3,230,78 $ 4,658,78
Income (loss) attributable to
noncontrolling interest $ 2,817 $ 3,954,550 $ 3,957,31
Income (loss) attributable to KKF
Holdings $ — $ 487,86: $ 487,86«
Total assets(c $ 6,191,760 $ 28,672,19 $ 34,863,95
Total Partners' Capital(i $ 5,208,531 $ (4,101,35) $ 1,107,18

(@)  The fees adjustment primarily represents (i) thmiaktion of management fees of $287,238, (ii)desits of
$37,975 upon consolidation of the KKR Funds, aigigross up of reimbursable expenses of $18,529.

(b)  The expenses adjustment primarily representséijrtblusion of non-cash equity based charges wdcbunted
to $717,153, (ii) allocations to the carry pools@B6,567, (iii) a gross up of reimbursable expens&i 8,529
(iv) operating expenses of $13,856 primarily assteci with the inclusion of operating expenses upon
consolidation of the KKR Funds and (v) other adjuests of $11,03¢
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(c) The investment income (loss) adjustment primagfyresents (i) the inclusion of investment income of
$4,103,055 attributable to noncontrolling interagten consolidation of the KKR Funds, (ii) allocats to the
carry pool of $286,567, and (iii) a reduction foamagement fee refunds of $119,034.

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

(e) Substantially all of the total partners' capitglatiment represents the inclusion of private eqaitgt other
investments that are attributable to noncontrollintgrests

The reconciliation of economic net incortesg) to net income (loss) attributable to KKR ggarted in the statements of
operations consists of the followir

Nine Months Ended
September 30, 2010

Economic net income (los $ 1,425,18!
Income taxe: (60,999
Amortization of intangibles and other, r (6,56€)
Non-cash equity based charg (717,15
Allocation to noncontrolling interests held

KKR Holdings (487,869
Net income attributable to KKR & Co. L.F  $ 152,59¢
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The following table presents the finandata for KKR's reportable segments as of and ®mnihe months ended September 30, 2009:

As of and For the
Nine Months Ended September 30, 2009

Capital Markets Total
Private Public and Principal Reportable
Markets Markets Activities Segments
Fees
Management and incentive fe
Management fee $ 31598t $ 36,35¢ $ — $ 352,34
Incentive fee: — 4,47: — 4,472
Management and incentive fe 315,98t 40,83: — 356,81
Monitoring and transaction fee
Monitoring fees 89,86( — — 89,86(
Transaction fee 37,43( — 14,55¢ 51,98t
Fee Credits(1 (47,647 — — (47,647
Net monitoring and transaction fe 79,64¢ — 14,55¢ 94,20¢
Total fees 395,63! 40,83: 14,55¢ 451,02.
Expense:
Employee Compensation and
Benefits 108,40: 17,17¢ 7,744 133,32!
Other operating expens 116,36! 15,51¢ 3,98¢ 135,86¢
Total expense 224,76¢ 32,69¢ 11,72¢ 269,19:
Fee related earnin 170,86 8,13t 2,821 181,82¢
Investment income (los:
Gross carried intere 687,15¢ — — 687,15¢
Less: allocation to KKR carry pool( (17,899 — — (17,899
Less: management fee refunds — — — —
Net carried interes 669,26! — — 669,26!
Other investment income (los 127,92. (4,307 (3,249 120,37.
Total investment income (los 797,18 (4,307%) (3,247 789,63
Income (loss) before noncontrolling
interests in income of consolidated
entities 968,05¢ 3,82¢ (416 971,46t
Income (loss) attributable to
noncontrolling interests(¢ — — 68 68
Economic net income (loss)( $ 968,05« $ 3,828 $ (484 $ 971,39
Total Asset: $ 1,163,41. $ 68,20¢ $ 23,04¢ $ 1,254,67.
Total Partners' Capiti $ 741,13¢ $ 51,19¢ $ 4,60 $ 796,94(

Q) KKR's agreements with the limited partners of dartd its investment funds require KKR to sharehnstich limited
partners a portion of any monitoring and transactees received frot
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12. SEGMENT REPORTING (Continued)

portfolio companies and allocable to their fundse@ Credits"). Fee Credits exclude fees that aratirdbutable to a
fund's interest in a portfolio company and gengrathount to 80% of monitoring and transaction faléscable to the
fund after related expenses are recovered.

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

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

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

(5) Represents nine months of economic net income)(@fsshich 100% was allocable to KKR.

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

As of and For the
Nine Months Ended September 30, 2009
Total

Reportable
Segments Adjustments Consolidated
Fees(a $ 451,02 $ (249,60) $ 201,41
Expenses(b $ 269,190 $ 87,88« $ 357,07
Investment income (loss)( $ 789,63 $ 4,974,46. $ 5,764,10
Income (loss) before tax $ 97146t $ 4,636,97. $ 5,608,43
Income (loss) attributable to
noncontrolling interest $ 68 $ 4,674,65 $ 4,674,722
Income (loss) attributable to KKF
Holdings $ — 9 — $ —
Total assets(c $ 1,254,67. $ 27,937,32 $ 29,191,99
Total Partners' Capital(: $ 796,94 $ 25,314,96 $ 26,111,90

(@) The fees adjustment primarily represents (i) thmiahtion of management fees of $309,460, (ii)dexdits of
$47,641 upon consolidation of the KKR Funds, aiidigross up of reimbursable expenses of $12,212.

(b)  The expenses adjustment consists of (i) a gross tgimbursable expenses in the consolidated fimhnesults
of $12,212, (ii) inclusion of $13,445 of other opging expenses primarily relating to the consoiatabf the
KKR Funds, (iii) operating expenses of $34,846 eisded with the Transactions included in consoédat
expenses and excluded from segment reporting l{@dations to the carry pool of $17,894 and (v)esth
adjustments of $9,48.
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(©

(d)

()

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

The investment income (loss) adjustment primagjyresents the inclusion of investment income 958,569
attributable to noncontrolling interests upon cdiasdion of the KKR Funds and allocations to therggool of

$17,894.

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

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

Nine Months Ended
September 30, 2009

Economic net income (los $ 971,39¢
Income taxe: (5,805
Amortization of intangible: (2,84))
Operating expenses associated with the

Transactions(a (34,84¢)
Net income attributable to KKR & Co. L.F  $ 927,90t

€)) During the nine months ended September 30, 200®R'&Rrivate Markets other operating expenses
excluded $34.8 million incurred in connection witle Transactions. KKR has excluded this charge from
its segment financial information as such amoutithva not be considered when assessing the
performance of, or allocating resources to, eadtsdfusiness segments and is non-recurring irreakto
the statements of operations, this charge is imglud general, administrative and other exper

13. COMMITMENTS AND CONTINGENCIES

Debt Covenant:

Borrowings of KKR contain various customasbt covenants. These covenants do not, in mareag&snopinion, materially restrict
KKR's investment or financing strategy. KKR is iongpliance with all of its debt covenants as of Sefier 30, 2010.

Investment Commitment

As of September 30, 2010, KKR had unfuncammitments to its private equity and other invesitrvehicles of $1,129.4 million. In
addition, KKR Capital Markets had $18.9 millionwifunded commitments related to two portfolio compeevolving credit facilities as of

September 30, 2010.
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Contingent Repayment Guarantees

The instruments governing KKR's privateiggfunds generally include a "clawback" provisitrat, if triggered, may give rise to a
contingent obligation that may require the genpaatners to return amounts to the fund for distidyuto the limited partners at the end of
life of the fund. Under a "clawback" provision, upthe liquidation of a fund, the general partneeiguired to return, on an after-tax basis,
previously distributed carry to the extent thate doi the diminished performance of later investsetie aggregate amount of carry
distributions received by the general partner dytire term of the fund exceed the amount to whiehgeneral partner was ultimately entit
As of September 30, 2010, the amount of carriegté@st KKR principals have received, that is subjjec¢his clawback provision was
$686.8 million, assuming that all applicable prevagjuity funds were liquidated at no value. Hadithrestments in such funds been liquid:
at their September 30, 2010 fair values, the claklodligation would have been $61.5 million of whi$55.9 million is recorded in Due frc
Affiliates and $5.6 million is due from noncontialy interest holders.

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

The terms of the Transactions require Ki&R principals remain responsible for any clawbablkigations relating to carry distributions
received prior to the Transactions up to a maxinofi$223.6 million. At September 30, 2010, KKR hasarded a receivable of $55.9 milli
within Due from Affiliates for the amount of theaglback obligation given it would be required toftweded by KKR principals who do not
hold direct controlling economic interests in thKR Group Partnerships. In periods prior to the Beantions, such amount was reflected as a
capital deficit within partners' capital given tK&R principals held controlling economic interestghe historical KKR.

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

The instruments governing certain of KKR'sate equity funds may also include a "net Idssisg provision,” that, if triggered, may
give rise to a contingent obligation that may regthe general partners to contribute capital ¢oftimd, to fund 20% of the net losses on
investments. In connection with the "net loss sitaprovisions,” certain of KKR's private equity &has allocate a greater share of their
investment losses to KKR relative to the amountgrdouted by KKR to those vehicles. In these vedsckuch losses would be required to be
paid by KKR to the limited partners in those vebscin the event of a liquidation of the fund redesd of whether any carried interest had
previously been distributed. Based on the fair rebvialues as of September 30, 2010, there would hegn no net losing sharing obligation.
If the vehicles were liquidated at zero value,¢batingent repayment obligation would have beerr@pmately $1,084.5 million as of
September 30, 2010.
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Indemnifications

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

Litigation

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

In August 1999, KKR and certain of its @nt and former personnel were hamed as defendaatsaction brought in the Circuit Court
of Jefferson County, Alabama, or the Alabama Statert, alleging breach of fiduciary duty and comagy in connection with the acquisition
of Brunao's, Inc. ("Bruno's"), one of KKR's formewrtfolio companies, in 1995. The action was remaieetihe U.S. Bankruptcy Court for the
Northern District of Alabama. In April 2000, theraplaint in this action was amended to further &ldtat KKR and others violated state |
by fraudulently misrepresenting the financial cdiogi of Bruno's in an August 1995 subordinated satifering relating to the acquisition a
in Bruno's subsequent periodic financial disclosuhe January 2001, the action was transferretdadtS. District Court for the Northern
District of Alabama. In August 2009, the action veasisolidated with a similar action brought agathstunderwriters of the August 1995
subordinated notes offering, which is pending beetbe Alabama State Court. The plaintiffs are segkbmpensatory and punitive damages,
in an unspecified amount to be proven at trialJdsses they allegedly suffered in connection witkir purchase of the subordinated notes. In
September 2009, KKR and the other named defendamied to dismiss the action. In April 2010, thel#dena State Court granted in part
and denied in part the motion to dismiss. As suggkely the Alabama State Court, KKR has filed dipetseeking an immediate appeal of
certain rulings made by the Alabama State Courtnwdenying the motion to dismiss. In June and JOBOZ the Alabama Supreme Court
ordered the parties to brief KKR's petition and pledtion filed by another defendant seeking an ediate appeal of certain rulings made by
the Alabama State Court. Briefing on both petitibas been completed, and both petitions are urmtesideration.

In 2005, KKR and certain of its current dadmer personnel were named as defendants in mmsetidated shareholder derivative
actions in the Court of Chancery of the State dhlvare relating to PRIMEDIA Inc. ("PRIMEDIA"), onef its portfolio companies. These
actions claim that the board of directors of PRIMEDreached its fiduciary duty of loyalty in conrtien with the redemption of certain
shares of preferred stock in 2004 and 2005. Thietjfa further allege that KKR benefited from tleesedemptions of preferred stock at the
expense of PRIMEDIA and that KKR usurped a corpoogportunity of PRIMEDIA in 2002 by purchasing stmof its preferred stock at a
discount on the open market while causing PRIMER] Aefrain from doing the same. In February 2088,4pecial litigation committee
formed by the board of directors of PRIMEDIA, folling a review of plaintiffs' claims, filed a motida dismiss the actions. In March 2010,
plaintiffs
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13. COMMITMENTS AND CONTINGENCIES (Continued)

filed an amended complaint, including additiondghtions concerning purchases of PRIMEDIA's preféstock in 2002. Plaintiffs seek
unspecified damages on behalf of PRIMEDIA and aardvef attorneys' fees and costs. On June 16, 20@0/ice Chancellor of the Court of
Chancery of the State of Delaware entered an aliderissing all claims asserted against the defesd@m July 15, 2010, the plaintiffs file(
notice of appeal with the Supreme Court of DelawBreefing on the appeal has been completed.

In December 2007, KKR, along with 15 otpdvate equity firms and investment banks, were eduas defendants in a purported class
action complaint filed in the United States Didt@ourt for the District of Massachusetts by shaleéérs in certain public companies acqui
by private equity firms since 2003. In August 20B&R, along with 16 other private equity firms amdestment banks, were named as
defendants in a purported consolidated amended atd®n complaint. The suit alleges that from 20)3 defendants have violated antitrust
laws by allegedly conspiring to rig bids, resttioe supply of private equity financing, fix the ges for target companies at artificially low
levels, and divide up an alleged market for privedaity services for leveraged buyouts. The amerdetblaint seeks injunctive relief on
behalf of all persons who sold securities to anthefdefendants in leveraged buyout transactiodspacifically challenges nine transactic
The first stage of discovery concluded on or al#qril 15, 2010. On August 18, 2010, the court geginplaintiffs’ motion to proceed to a
second stage of discovery in part and deniedpiin. Specifically, the court granted a secondeste#fgliscovery as to eight additional
transactions but denied a second stage of disc@asety any transactions beyond the additional eigétified transactions. On October 7,
2010, the plaintiffs filed under seal a fourth amhes complaint that includes new factual allegatiomscerning the additional eight
transactions and the original nine transactiong. folarth amended complaint also includes eight gtepl sub-classes of plaintiffs seeking
unspecified monetary damages and/or restitutioh mspect to eight of the original nine challengjadsactions and new separate claims
against two of the original nine challenged tratisas.

In August 2008, KFN, the members of KFNdsutdl of directors and certain of its current armtier executive officers, including certain
of KKR's current and former personnel, were nanneal putative class action complaint filed by the@ér Township of Clinton Police and
Fire Retirement System in the United States Dis@murt for the Southern District of New York (tth@harter Litigation"). In March 2009, tt
lead plaintiff filed an amended complaint, whicheded as defendants the members of KFN's boarétedtdrs and named as individual
defendants only KFN's former chief executive offidéFN's former chief operating officer, and KFNl&rent chief financial officer (the
"KFN Individual Defendants," and, together with KFMFN Defendants). The amended complaint allepas KFN's April 2007 registration
statement and prospectus and the financial statsrirerorporated therein contained material omissiarviolation of Section 11 of the
Securities Act of 1933, as amended (the "Secuity), regarding the risks and potential lossesoamted with KFN's real estate-related
assets, KFN's ability to finance its real estatategl assets, and the adequacy of KFN's loss eséov its real estate-related assets (the
"alleged Section 11 violation"). The amended conmplfurther alleges that, pursuant to Section 1&hefSecurities Act, the KFN Individual
Defendants have legal responsibility for the alte§ection 11 violation. The amended complaint saskgment in favor of the lead plaintiff
and the putative class for unspecified damagegedly sustained as a result of the KFN Defendatiejed misconduct, costs and expenses
incurred by the
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lead plaintiff in the action, rescission or a resory measure of damages, and equitable or injunggiief. In April 2009, the KFN Defendar
filed a motion to dismiss the amended complainfédure to state a claim under the Securities Azt argument on Defendants' motion to
dismiss was heard on October 5, 2010.

In August 2008, the members of KFN's ba#rdirectors and its executive officers (the "Kat® Individual Defendants™) were named
in a shareholder derivative action brought by Raydhd/. Kostecka, a purported shareholder, in theeBapCourt of California, County of
San Francisco (the "California Derivative ActionrKEN was named as a hominal defendant. The contptathe California Derivative
Action asserts claims against the Kostecka Indaddiefendants for breaches of fiduciary duty, alafseontrol, gross mismanagement, wi
of corporate assets, and unjust enrichment in atimmewith the conduct at issue in the Chartergation, including the filing of the April
2007 Registration Statement with alleged materiabtatements and omissions. The complaint seekgrjadt in favor of KFN for
unspecified damages allegedly sustained as a @&fshié Kostecka Individual Defendants' allegedanisluct, costs and disbursements
incurred by plaintiff in the action, equitable amdihjunctive relief, restitution, and an orderatiting KFN to reform its corporate governance
and internal procedures to prevent a recurrentieeodlleged misconduct. By order dated Januar9@9 2the Court approved the parties'
stipulation to stay the proceedings in the Calif@merivative Action until the Charter Litigatios dismissed on the pleadings or KFN files an
answer to the Charter Litigation.

In March 2009, the members of KFN's bodrdigectors and certain of its executive officettse("Haley Individual Defendants") were
named in a shareholder derivative action brougtRdéyl B. Haley, a purported shareholder, in thaddh&tates District Court for the South
District of New York (the "New York Derivative Aan"). KFN was named as a nominal defendant. Theptaint in the New York
Derivative Action asserts claims against the Hateljvidual Defendants for breaches of fiduciaryydudreaches of the duty of full disclosure,
and for contribution in connection with the condattssue in the Charter Litigation, including fiimg of the April 2007 registration
statement with alleged material misstatements amdsions. The complaint seeks judgment in favdlei for unspecified damages
allegedly sustained as a result of the Haley Imiial Defendants' alleged misconduct, a declardtianthe Haley Individual Defendants are
liable to KFN under Section 11 of the Securities, Aosts and disbursements incurred by plaintithimaction, and an order directing KFN to
reform its corporate governance and internal progegito prevent a recurrence of the alleged misattn®y order dated June 18, 2009, the
Court approved the parties' stipulation to staypfeeeedings in the New York Derivative Action Uititie Charter Litigation is dismissed on
the pleadings or KFN files an answer to the Charitigation. KKR believes that each of these adiggwithout merit and intends to defend
them vigorously.

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

In addition, in December 2009, KKR's sulzsig KKR Asset Management LLC (formerly known ashiftwerg Kravis Roberts & Co.
(Fixed Income) LLC) received a request from the S&C
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information in connection with its examination @&frtain investment advisors in order to review tngddrocedures and valuation practices in
the collateral pools of structured credit productse SEC also requested information regarding tineesder by KFN for cancellation, without
consideration, of certain notes that had been éssm&FN by collateral pools of structured credibgucts. KKR is fully cooperating with the
SEC's examination.

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

No loss contingency has been recordedyrpaniod presented in the financial statementsabree such losses are either not probable or
reasonably estimable (or both) at the present tBoeh matters are subject to many uncertaintiesteidultimate outcomes are not
predictable with assurance. Consequently, managesianable to estimate a range of potential libsmy, related to these matters. At this
time, management has not concluded whether theréisalution of any of these matters will have demal adverse effect upon the financial
statements.

Principal Protected Product for Private Equity Inggments

The fund agreements for a private equityiale referred to as KKR's principal protected proicfor private equity investments contain
provisions that require the fund underlying thenpipal protected product for private equity inveshts (the "Master Fund") to liquidate
certain of its portfolio investments in order taisfy liquidity requirements of the fund agreemeiitéhe performance of the Master Fund is
lower than certain benchmarks defined in the ages#sn In an instance where the Master Fund ismooinpliance with the defined liquidity
requirements and has no remaining liquid portfolieestments, KKR has an obligation to purchaseoupil8.4 million of illiquid portfolio
investments of the Master Fund at 95% of theirenirfair market value. As of September 30, 201&opmance was in compliance with the
fund's prescribed benchmarks.

14. REGULATED ENTITIES

KKR has a registered broker-dealer whicsuisject to the minimum net capital requirementghefSecurities and Exchange Commission
("SEC") and the Financial industry Regulatory Autho("FINRA"). Additionally, KKR has an entity basl in London which is subject to the
capital requirements of the U.K. Financial Servideshority ("FSA"), another entity based in Hongrikpwhich is subject to the capital
requirements of the Hong Kong Securities and Fstnalinance, and another entity based in Mumbathvisi subject to capital requirements
of the Reserve Bank of India ("RBI"). All of thebeoker dealer entities have continuously operatezkcess of their respective regulatory
capital requirements.

The regulatory capital requirements reféteabove may restrict the Partnership's abititwithdraw capital from its entities. At
September 30, 2010, approximately $89 million maydstricted as to the payment of cash dividendsadwances to the Partnership.
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A distribution of $0.15 per KKR & Co. L.Bommon unit was declared on November 3, 2010 atiderpaid on November 26, 2010 to
KKR & Co. L.P. unitholders of record as of the @asf business on November 12, 2010. KKR Holdingkreteive its pro rata share of the
distribution from the KKR Group Partnerships.

On November 5, 2010, KKR Holdings exchangg#6,174 of its KKR Group Partnership Units foe same number of newly issued
common units of KKR & Co. L.P. pursuant to the eacge agreement and in accordance with the progpetKKR & Co. L.P. dated
October 1, 2010 and filed with the SEC on Octoheé® 0. Additional KKR Group Partnership Units nis/exchanged for common units of
KKR & Co. L.P. from time to time pursuant to thecBange agreement and in accordance with such miospe
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The following discussion and analysis should be read in conjunction with the unaudited consolidated and combined financial statements
of KKR & Co. L.P., together with its consolidated subsidiaries ("KKR") and the related notesincluded elsewhere in this Quarterly Report on
Form 10-Q and the audited consolidated and combined financial statements and the related notes included in our prospectus dated October 1,
2010 filed with the Securities and Exchange Commission on October 5, 2010. The historical consolidated and combined financial data
discussed bel ow reflects the historical results and financial position of KKR. In addition, this discussion and analysis contains forward-looking
statements and involves numerous risks and uncertainties, including those described under " Cautionary Note Regarding Forward-Looking
Satements' and "Risk Factors." Actual results may differ materially from those contained in any forward-looking statements.

Overview

Led by Henry Kravis and George Robertsaveea global alternative asset manager with $58i6rbin assets under management
("AUM") as of September 30, 2010 and a 34-yeamysbf leadership, innovation and investment exxerle. When our founders started our
firm in 1976, they established the principles tipaide our business approach today, including @&paéind disciplined investment process; the
alignment of our interests with those of our ineest portfolio companies and other stakeholderd;afocus on attracting world-class talent.

Our business offers a broad range of asaegement services to our investors and provialgisat 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 180 private equity investmeiitts a total transaction value in excess of $43kobi In recent years, we have grown
firm by expanding our geographical presence anlilimgi businesses in new areas, such as fixed in@meapital markets. Our new efforts
build on our core principles, leverage synergiestinbusiness, and allow us to capitalize on adepeange of opportunities that we source.
Additionally, we have increased our focus on séng®ur existing investors and have invested meaguily in developing relationships with
new investors.

With over 650 people, we conduct our bussntrough 14 offices on four continents, providirsgwith a pre-eminent global platform for
sourcing transactions, raising capital and carrgingcapital markets activities. We have grown AUM significantly, from $15.1 billion as
of December 31, 2004 to $55.5 billion as of Septend®, 2010, representing a compounded annual gnate of 25.3%. Our growth has
been driven by value that we have created througloperationally focused investment approach, ¥paesion of our existing businesses,
our entry into new lines of business, innovatiotthia products that we offer investors, an incredseds on providing tailored solutions to «
clients and the integration of capital marketsriistion activities.

As a global alternative asset manager,ave management, monitoring, transaction and ingeriées for providing investment
management, monitoring and other services to autduvehicles, managed accounts, specialty fineoggany and portfolio companies, and
we generate transaction-specific income from chpitakets transactions. We earn additional investrimeome from investing our own
capital alongside our investors and from the cdriréerest we receive from our funds and certaiowfother investment vehicles. A carried
interest entitles the sponsor of a fund to a sigetifercentage of investment gains that are gestbrat third-party capital that is invested.
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Our Private Markets segment is comprisedunfglobal private equity business, which managessponsors a group of investment fu
and vehicles that invest capital for long-term a&gfation, either through controlling ownership af@npany or strategic minority positions.
We also manage investment funds and vehiclesrast in infrastructure assets and natural resewassets, such as oil and natural gas
properties, within our Private Markets segment.sEinds and vehicles build on our sourcing adegnéand the strong industry knowledge,
operating expertise and regulatory and stakehotderagement skills of our professionals, operatorgsaltants and senior advisors to ider
attractive investment opportunities and createraatize value for investors.

From our inception through September 3Q,02@ve have raised 17 funds with approximately @&lllion of capital commitments and
have sponsored a number of fee and carry payirigvastment structures that allow us to commit addél capital to transactions. We have
grown our AUM in this segment significantly in reteears, from $14.4 billion as of December 31,£2€0$41.9 billion as of September 30,
2010, representing a compound annual growth ra2®d®. As of September 30, 2010, we had $12.wbitf uncalled commitments to
investment funds and vehicles in this segment,ighog a significant source of capital that may lepldyed globally.

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 asiaged loans and high yield bonds, and less liguedit products, such as mezzanine debt,
special situations assets, rescue financing, dstbassets, debtor-in-possession financings aniihexcings.

As of September 30, 2010, the segment h&dbdillion of AUM, including $1.1 billion of astemanaged in a publicly traded specialty
finance company, $7.9 billion of assets managedrirctured finance vehicles and $4.6 billion ofetssnanaged in other types of investment
vehicles and separately managed accounts. As eé®epr 30, 2010, we had $1.3 billion of uncallethogtments to investment funds and
separately managed accounts in this segment.

Capital Markets and Principal Activities

Our Capital Markets and Principal Activilisegment combines the assets we acquired in tmdi@ation Transaction (as defined belc
with our global capital markets business. Our edpitarkets business supports our firm, our podfobmpanies and our clients by providing
services such as arranging debt and equity fingrfointransactions, placing and underwriting sd@siofferings, structuring new investment
products and providing capital markets advice.

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

Business Environment

As a global alternative asset manager,n@@fiected by financial and economic conditionthie United States, Europe, Asia and
elsewhere in the world.
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The pace of economic recovery in the UdBtiaues to be sluggish, with unemployment remastubbornly high, consumer confidel
stagnant, and a continued soft housing market. iBede weak economic backdrop, U.S. equity mar&pteeciated significantly in the third
quarter of 2010, driven by strong corporate easingd the anticipated implementation of quantitaggsing by the Federal Reserve. The
S&P 500 gained 11.3% in the third quarter and i8.996 year-tadate. Global equity markets were even strongeh thié MSCI World Inde:
up 13.9% for the quarter. The below investment grer@dit markets also performed well during thertprawith the S&P/LSTA Leveraged
Loan index and Merrill Lynch High Yield index inasing 3.3% and 6.7%, respectively.

Reorganization and Combination Transactions

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

In order to facilitate the Combination Tsawntion (defined below) KKR completed a seriegafisactions (the "Reorganization
Transactions"), pursuant to which KKR's business marganized under two partnerships, KKR Managé¢detdings L.P. and KKR Fund
Holdings L.P., which are collectively referred ®wtae "KKR Group Partnerships.” The reorganizatimvolved a contribution of certain equ
interests in KKR's businesses that were held by IsKRedecessor Owners to the KKR Group Partnerghigschange for 100% of the
interests in the KKR Group Partnerships.

On October 1, 2009, KKR & Co. L.P. and KIRRvate Equity Investors, L.P. ("KPE"), completettansaction to combine the asset
management business of KKR with the assets antiitiedh of KPE (the "Combination Transaction" amagether with the Reorganization
Transactions, the "Transactions"). The Combinafiansaction involved the contribution of all of KBEssets and liabilities to the KKR
Group Partnerships in exchange for a 30% interetfta KKR Group Partnerships. Upon completion ef @ombination Transaction, KPE
changed its name to KKR & Co. (Guernsey) L.P. ("K&Rernsey") and was traded publicly on Euronext #ensam under the symbol
"KKR" until it was delisted on July 15, 2010. Wdeeto the Reorganization Transaction and Comhinafiransaction together as the
"Transactions."

Following the Transactions, KKR Guernseidlee30% economic interest in the KKR Group Parghigrs through KKR Group
Holdings L.P. ("Group Holdings") and our principattained a 70% economic interest in the KKR GrBapnerships through KKR
Holdings L.P. ("KKR Holdings").

U.S. Listing

On July 15, 2010, KKR & Co. L.P. becaméelison the New York Stock Exchange ("NYSE"). In wection with the NYSE Listing,
KKR Guernsey contributed its 30% interests heldulyh Group Holdings to KKR & Co. L.P. in exchange NY SE-listed common units of
KKR & Co. L.P. and distributed those common unithiblders of KKR Guernsey units (referred to hesrads the "In-Kind Distribution™).
Because the assets of KKR Guernsey consisted siflélyinterests in Group Holdings, the In-KindsBibution resulted in the dissolution of
KKR Guernsey and the delisting of its units frore turonext Amsterdam. As of July 15, 2010, KKR & CdP. both indirectly controlled tt
KKR Group Partnerships and indirectly held KKR GudRartnership units representing at that time a 868tiomic interest in KKR's
business. The remaining 70% of the KKR Group Pastrip units were held by KKR's principals througkRRHoldings. From time to time,
the percentage ownership in the KKR Group Partigsshay change as KKR Holdings and/or KKR's priatSgexchange KKR Group
Partnership Units for common units of KKR & Co. L.P
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Basis of Financial Presentation

The consolidated and combined financiakst@nts include the accounts of our managementapith! markets companies, the general
partners of certain unconsolidated co-investmehickes and the general partners of our privatetgquid fixed income funds and their
respective consolidated funds, where applicableofAeptember 30, 2010, our private markets segmehided seven consolidated
investment funds and eight unconsolidated co-imest vehicles. Our public markets segment inclddedconsolidated investment funds
and five unconsolidated vehicles comprised of tmestment funds, two separately managed accoudtersmspecialty finance company.

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

When a fund is consolidated, we reflectdbsets, liabilities, fees, expenses, investmeonie and cash flows of the consolidated fund
on a gross basis. The majority of the economia@sts in the consolidated fund, which are heldhirgdtparty investors, are reflected as
noncontrolling interests. While the consolidatidracconsolidated fund does not have an effect erathounts of net income attributable to
KKR or KKR's partners' capital that KKR reportse ttonsolidation does significantly impact the ficiahstatement presentation. This is due
to the fact that the assets, liabilities, feesemges and investment income of the consolidatedsfare reflected on a gross basis while the
allocable share of those amounts that are atttieita noncontrolling interests are reflected aglsi line items. The single line items in wh
the assets, liabilities, fees, expenses and inwgtincome attributable to noncontrolling interests recorded are presented as noncontrolling
interests in consolidated entities on the statesnefinancial condition and net income attributatl noncontrolling interests in consolidated
entities on the statements of operations.

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

Key Financial Measures
Fees

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

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

Expenses
Employee Compensation and Benefits Expense

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

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

Following the completion of the Transac$ipall of our Senior Principals and other persomeetive a base salary that is paid by us and
accounted for as employee compensation and bepgfitnse. Our employees are also eligible to readiscretionary cash bonuses based on
performance criteria, our overall profitability anther matters. While cash bonuses paid to mostamgs are funded by us and result in
customary employee compensation and benefits chargeh bonuses that are paid to certain of out seosor personnel are funded by KKR
Holdings with distributions that it receives oniKR Group Partnership Units. To the extent thatriiutions received by these individuals
exceed the amounts that they are otherwise entdléurough their vested interests in KKR Holdintgs excess will be funded by KKR
Holdings and reflected in compensation expenshédrstatement of operations. KKR Holdings has alsdéd all of the equity and equity
based awards that have been granted to our emgltyeate.

In connection with and subsequent to tr@n3actions, our principals and other employeesvegdequity and equity based awards in
KKR Holdings. The awards were granted in conneciiith the Transactions and were issued in exch&mgeterests that our Predecessor
Owners contributed to our holding companies asqfafte Transactions as well as to promote broadesghip of our firm among our
personnel and further align their interests withsth of our investors. We believe that grants topoincipals and other employees, which
include vested and unvested interests in the KK8u@Partnerships, provide an additional meanslfowang us to incentivize, motivate and
retain qualified professionals that will help usioue to grow our business over the long-term.tRerthree and nine months ended
September 30, 2010, non-cash employee compensatibhenefits recognized in connection with the tyquiants amounted to
$153.5 million and $508.4 million, respectively.

While we do not bear the economic costs@ated with the equity and equity based grantsKiR Holdings has made to our persor
or the cash bonuses that it pays to any of ouciméts with distributions received on its KKR GroBprtnership Units, we are required to
recognize employee compensation and benefits egpeitls respect to a significant portion of thesens. Because these amounts are funded
by KKR Holdings and not by us, these expenses septenon-cash charges for us and do not impadistiibutable earnings.

We recognize non-cash charges relatingjtityeand equity based grants that are funded birKl0Idings based on the grant-date fair
value of the award. Awards that do not requiresiduiisfaction of future service or performance cidtévested awards) are expensed
immediately. Awards that require the satisfactibfuture service or performance criteria are expdnsver the relevant service period,
adjusted for the lack of distribution participatiand estimated forfeitures of awards not expedaied t
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vest. We incurred a significant one-time, non-casiployee compensation and benefits charge in nanéial statements during the fourth
quarter of 2009 relating to initial equity grantsKKR Holdings representing that portion of thetann KKR Holdings that were vested upon
issuance. We expect to record additional non-chahges in future periods as and when interestiR Koldings vest.

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

General, Administrative and Other Expense

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

In addition, interests in KKR Holdings wegeanted to our operating consultants in connectitth and subsequent to the Transactions.
The vesting of these interests gives rise to perigdneral, administrative and other expense irstaeements of operations. General,
administrative and other expense recognized onsiegainits is calculated based on the fair valuendhterest in KKR Holdings (determin
using the closing price of KKR's common units) aeclereporting date and subsequently adjusted #oac¢tual fair value of the award at each
vesting date. Accordingly, the measured value es¢hinterests will not be finalized until each irestlate. Additionally, the calculation of t
compensation expense assumes a forfeiture rate tof 8% annually based upon expected turnoverthtieothree and nine months ended
September 30, 2010, general, administrative aner @kpense recognized for the equity grants amdunt&37.5 million and $99.8 million,
respectively.

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

Fund Expenses

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

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

Net gains (losses) from investment actegittonsists of realized gains and losses and igedajains and losses arising from our
investment activities. The majority of our net ga{fosses) from investment activities are relatedur private equity investments.
Fluctuations in net gains (losses) from investnaativities between reporting periods is driven ity by changes in the fair value of our
investment portfolio as well as the realizationmfestments. Upon the disposition of an investmergyiously recognized unrealized gains
and losses are reversed and an offsetting reai@iedor loss is recognized in the current periodc&our investments are carried at fair ve
fluctuations between periods could be significamg tb changes to the inputs to our valuation pogsr time. For a further discussion of
fair value measurements and fair value of invests)esee
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"Management's Discussion and Analysis of FinarnCaidition and Results of Operations—Ciritical Accting Policies—Fair Value of
Investments."

Dividend Income

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

Interest Income

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

Interest Expense

Interest expense is incurred from thrempry sources: (i) credit facilities outstanding endur Principal Credit Agreement (defined
below), (ii) credit facilities outstanding at thenfi's management companies and capital markets &oiegpfor working capital purposes, and
(iii) debt outstanding at our consolidated fundteesd into with the objective of enhancing retusakich are not direct obligations of the
general partners of our private equity funds or agament companies. In addition to these interegscwe capitalize debt financing costs
incurred in connection with new debt arrangeme®ith costs are amortized into interest expense ediiner the interest method or the
straight-line method, as appropriate.

Income Taxes

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

Following the Transactions, the KKR GrowgrtRerships and certain of their subsidiaries gathtinue to operate in the United States as
partnerships for U.S. federal income tax purposelsas corporate entities in non-U.S. jurisdictichscordingly, these entities, in some cases,
will continue to be subject to New York City unimporated business taxes, or ndrs. income taxes. However, we hold our interesiria of
the KKR Group Partnerships through KKR Managemaenitiidgs Corp., which is treated as a corporatiari fés. federal income tax
purposes, and certain other wholly owned subsikaof the KKR Group Partnerships are treated gmcations for U.S. federal income tax
purposes. Accordingly, such wholly owned subsiésnf KKR, including KKR Management Holdings Comgmgd the KKR Group
Partnerships, are subject to federal, state arad tmrporate income taxes at the entity level dedrélated tax provision attributable to KKR's
share of this income is reflected in the finanstatements.

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

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

Net Income (Loss) Attributable to Noncontrolling Interests

Net income (loss) attributable to noncoltitrg interests represents the ownership interéststhird parties hold in entities that are
consolidated in the financial statements. The alite share of income and expense attributableosetinterests is accounted for as net
income (loss) attributable to noncontrolling int@ge Historically, the amount of net income (lastt)ibutable to noncontrolling interests has
been substantial and has resulted in significaatggs and credits in the statements of operatkorsperiods prior to the Transactions,
noncontrolling interests consisted primarily of:

. noncontrolling interests that third party investbedd in consolidated funds;

. noncontrolling interests attributable to the owhgof KPE's investment partnership by KPE's uldbos;

. a noncontrolling interest that allocated to a tluadty an aggregate of 2% of the equity in our tepnarkets business; and

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

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

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

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

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

received by general partners of our funds and 1%uobther profits until a future date;

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

. noncontrolling interests that allocate to certdiitocurrent and former principals all of the dapinvested by or on behalf of
the general partners of the private equity fundereethe completion of the Transactions and anyrnstthereon; and

. noncontrolling interests representing the KKR Gr&aptnership Units that KKR Holdings holds in thkKiK Group
Partnerships, which interests allocated on Oct&b2010 to KKR Holdings 70% of the equity in the RKGroup Partnerships.

81




Table of Contents
Assets Under Management ("AUM"

AUM represents the assets from which weeat#led to receive fees or a carried interestgertkeral partner capital. The AUM reported
prior to the Transactions reflected the net assketev("NAV") of KPE and its commitments to our isiment funds. Subsequent to the
Transactions, the NAV of KPE and its commitmentsuo investment funds are excluded from our cat@ieof AUM. We calculate the
amount of AUM as of any date as the sum of: (i)ftievalue of the investments of our investmemtdsi plus uncalled capital commitments
from these funds; (ii) the fair value of investmeeint our co-investment vehicles; (iii) the net assdue of certain of our fixed income
products; and (iv) the value of outstanding strredifinance vehicles. You should note that ourudaton of AUM may differ from the
calculations of other asset managers and, as &, resumeasurements of AUM may not be comparabkrilar measures presented by o
asset managers. Our definition of AUM is not basedny definition of AUM that is set forth in thgr@ements governing the investment
funds, vehicles or accounts that we manage.

Fee Paying Assets Under Management ("FPAUM")

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

Segment Result

We present the results of our reportabkrnass segments in accordance with FASB Accoui8tagdards Codification Section 280,
Segment Reporting . This guidance is based on a management appreadath) requires segment presentation based on alterganization
and the internal financial reporting used by managy& to make operating decisions, assess perfosrantt allocate resources. All inter-
segment transactions are eliminated in the segpreséntation.

Our management makes operating decisissgsaes performance and allocates resources bafindreial and operating data and
measures that are presented without giving eftettte¢ consolidation of any of the funds that we agpn In addition, there are other
components of our reportable segment results iffat fom the equivalent GAAP results on a condated basis. These differences are
described below. We believe such adjustments aenimgful because management makes operating desiaiod assesses the performan
our business based on financial and operating csednd data that are presented without the comdimidof any funds.

Segment Operating and Performance Measu
Fee Related Earnings

Fee related earnings ("FRE") is a profiasw&e that is reported by our three reportablenlessisegments. 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: (ilntlasion of management fees earned from congeliifunds that were eliminated in
consolidation; (ii) the exclusion of expenses aismlidated funds; (iii) the exclusion of chargestiag to the amortization of intangible
assets; (iv) the exclusion of charges relatingaimycpool allocations; (v) the exclusion of non{tasjuity charges and other non cash
compensation charges borne by KKR Holdings; (\&) eélclusion of certain reimbursable expenses aii)dlfe exclusion of certain non
recurring items.

82




Table of Contents
Investment Income (Loss)

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

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

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

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

Economic Net Income

Economic net income ("ENI") is a key penfiamce measure used by management when makingiogetatisions, assessing operating
performance and allocating resources. ENI is casegrdf: (i) FRE; plus (ii) segment investment inepnwhich is reduced for carry pool
allocations and management fee refunds; lesséitpin economic interests in our segments helihingt parties. ENI differs from net income
on a U.S. GAAP basis as a result of: (i) the exolusf the items referred to in FRE above; (ii) teelusion 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 tedelsy our investment funds and carry-
yielding cc-investment vehicles during a given period. Suclamts include: (i) capital invested by fund investand co-investors with
respect to which we are entitled to a carried ageand (ii) capital invested by us.

Uncalled Commitments

Uncalled commitments represents unfundgitalacommitments that KKR's investment funds aachepaying co-investment vehicles
have received from partners to contribute capitdlihd future investments.
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Consolidated and Combined Results of Operations

The following is a discussion of our comgdated and combined results of operations for ltiheet and nine months ended September 30,
2010 and 2009. You should read this discussiomimjunction with the consolidated and combined foahstatements and related notes
included elsewhere in this filing. For a more detadiscussion of the factors that affected thelte®f operations of our three business
segments in these periods, see "—Segment Analysis."

The following tables set forth informaticegarding our results of operations for the thmee mine months ended September 30, 201(
20009.

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Revenues
Fees $ 96,01¢ $ 110,860 $ 289,11¢ $ 201,41!
Expenses
Employee compensation and bene 331,18( 58,60: 1,045,33. 152,05:
Occupancy and related charg 10,37: 9,451 29,56¢ 28,117
General, administrative and otf 94,00( 74,01¢ 229,77( 139,89¢
Fund expense 14,31 12,52¢ 39,09: 37,01:
Total expenses 449,86 154,59° 1,343,76. 357,07
Investment Income (LossS;
Net gains (losses) from investm
activities 1,450,12. 4,047,33 4,768,24! 5,545,46!
Dividend income 218,23: 104,85: 808,51: 182,49;
Interest incomt 66,601 38,11¢ 171,05¢ 96,98(
Interest expens (20,437 (18,477 (34,399 (60,847
Total investment income (Loss 1,724,52 4,171,83! 5,713,42. 5,764,10i
Income (loss) before taxe 1,370,67: 4,128,10. 4,658,78! 5,608,43!
Income taxes 16,26 4,11°¢ 60,99¢ 5,80¢
Net Income (loss; 1,354,41! 4,123,98! 4,597,78 5,602,63.

Less: Net Income (loss) Attributable tc

noncontrolling interests in

consolidated entitie 1,293,37. 3,507,32. 3,957,311 4,674,72
Less: Net income (loss) attributable tc

noncontrolling Interests in KKR

Holdings L.P. 52,18t¢ — 487,86 —
Net Income (Loss) Attributable to
KKR & Co. L.P. $ 8,85¢ $ 616,66. $ 152,59¢ $ 927,90t

Three months ended September 30, 2010 compareldreetmonths ended September 30, 2009
Fees

Fees were $96.0 million for the three merghded September 30, 2010, a decrease of $14i@nmiompared to fees of $110.9 million
for the three months ended September 30, 2009d@&tiease was primarily due to a $25.2 million dasedn gross monitoring fees, reflect
a $26.1 million fee received during the three merghded September 30, 2009 for the terminationnodmitoring agreement in connection
with the IPO of one of our portfolio companies. €2fiting the decrease in monitoring fees was ancetase in transaction fees of
$3.2 million. The increase in transaction fees p@amarily the result of (i) a restructuring fee eded during the 2010 period from a portfolio
company totaling $9.6 million and (ii) an incredaséees relating to underwriting,
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syndication and other capital markets services8d #illion due to an increase in the number oftedmarkets transactions completed du
the period. We completed 13 capital markets traimacduring the three months ended September(®B@, s compared to 5 transactions
during the third quarter 2009. Offsetting theseéases in transaction fees, was a $15.2 millione@ese in gross transaction fees received
from transaction fee-generating investments, prignagflecting a decrease in both the number afisection fee-generating investments
during the period and to a lesser extent the aediegreceived. The majority of our transactiondeaerating investments occur in our
private markets segment. During the three montdsei$eptember 30, 2010, there were four transafd@generating investments with a
combined transaction value of $2.2 billion as coragdo six transaction fee-generating investmeuatsd the three months ended
September 30, 2009 with a combined transactionevaii$2.8 billion. Transaction fees are negotiaegdarately for each completed
transaction based on the services that were prowddd also vary depending on the nature of thesinvent being made. In addition, during
the three months ended September 30, 2010, inescieids from KKR Financial Holdings LLC ("KFN") ineased $5.1 million as a result of
improved financial performance.

Expenses

Expenses were $449.9 million for the thremnths ended September 30, 2010, an increase 6f3asllion, compared to expenses of
$154.6 million for the three months ended Septer80e2009. The increase was primarily due to nahejuity based charges associated
with the issuance of interests in KKR Holdings to principals, other employees and operating caéastd as well as allocations to our carry
pool. For the three months ended September 30, 204€e items resulted in charges recorded in greploompensation and benefits relating
to principals and other personnel amounting to $2#iillion, and charges recorded in general, adstraive, and other expense relating to
operating consultants amounting to $48.5 milliohe Temainder of the increase in expenses is piiyrtae result of: (i) an increase in
transaction related expenses of $3.2 million atteble to unconsummated transactions during thiegand (ii) an increase of $1.6 million
foreign exchange losses on foreign currency denat@ihtransactions at our management companieet@ifsthese increases was a decr
in other operating expenses of $31.5 million, prilgalue to non-recurring charges of $34.8 milliocurred in the third quarter of 2009 in
connection with the Transactions, partially offisgtan increase of $3.3 million due to the expansioour business. In addition, other
employee compensation and benefits expenses dedrd</ million due to the net effect of: (i) a®illion increase in salaries and other
benefits reflecting the hiring of additional persehin connection with the expansion of our bussres well as the inclusion of salaries
relating to our Senior Principals in 2010 (in th@pperiod, such salaries were reflected as chgigéributions as a result of our operating
partnership prior to the Transactions), (ii) a $hiion decrease in incentive compensation refitercthe net effect of a reduction in bonus
accruals in 2010 as a result of certain of our reestor employees receiving compensation in the foir distributions from KKR Holdings
subsequent to the Transactions (in the prior pesodh compensation was borne by KKR), partialfgetfby higher expected compensation
in 2010 related to the hiring of additional perseln(ii) a $5.4 million decrease in profit shariogsts in connection with a lower rate of
appreciation in value for certain of our privataiigg portfolio companies, and (iv) a $2.0 millioratease in non-cash stock based
compensation expense associated with equity graogsved from KFN.

Net Gains (Losses) from Investment Activities

Net gains from investment activities weteS$illion for the three months ended Septembef8@0, a decrease of $2.5 billion compi
to net gains from investment activities of $4.0idil for the three months ended September 30, ZDI08 decrease in net gains (losses) from
investment activities from the prior period wasihtttable to (i) an unfavorable variance of $2.Midn from net unrealized gains of
$1.6 billion during the three months ended SepterBbe2010 resulting from increases in the
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market value of our investment portfolio comparedét unrealized gains of $4.0 billion during theee months ended September 30, 2009
and (ii) a decrease of $1.0 billion resulting framincrease in net unrealized losses from the salef previously recognized gains as a result
of sales of investments of $1.1 billion in the threonths ended September 30, 2010 compared td#ibh of net unrealized losses from the
reversal of previously recognized gains in theghrenths ended September 30, 2009. Offsetting theseases was an increase in net
realized gains, resulting from a $1.0 billion nedlized gain for the three months ended Septenthe2.0. This represented a $0.9 billion
favorable variance from the net realized gain ofi$flllion recorded for the three months ended &aper 30, 2009. The majority of our net
gains (losses) from investment activities are egldb our private equity investments. The followis@ summary of the components of net
gains (losses) from investment activities:

Three Months
Ended September 30,

2010 2009
($ in thousands)

Realized Gain $ 959,060 $ 130,03!
Unrealized Losses from Sales of

Investments and Realization of

Gains(a) (1,055,27) (53,149
Realized Losse (7,08)) (20,376
Unrealized Gains from Sales of

Investments and Realization o

Losses(b 3,56( 3,671
Unrealized Gains from Changes

Fair Value 2,536,34. 4,108,38!
Unrealized Losses from Change:

Fair Value (986,48¢) (131,23¢)
Net Gains (Losses) fro

Investment Activities $ 1,450,12. $ 4,047,33

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

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

Dividend Income

Dividend income was $218.2 million for tieee months ended September 30, 2010, an incoé&44.3.3 million compared to dividend
income of $104.9 million for the three months en&egtember 30, 2009. During the three months eSeéptember 30, 2010, we received
$216.2 million of dividends from one portfolio coamy and an aggregate of $2.0 million of comparétisenaller dividends from other
investments. During the three months ended Septedih009, we received $103.8 million of divideridsn two portfolio companies and
an aggregate of $1.1 million of comparatively seratlividends from other investments.

Interest Income

Interest income was $66.6 million for these months ended September 30, 2010, an incré&28.6 million, compared to interest
income of $38.1 million for the three months en@egtember 30, 2009. The increase primarily reflantsicrease in the level of fixed
income instruments in our fixed income vehicles andprivate equity portfolio.

Interest Expense

Interest expense was $10.4 million forttiree months ended September 30, 2010, a decre$8elamillion, compared to interest
expense of $18.5 million for the three months erBleptember 30, 2009. The decrease was primarilyaliosver average outstanding
borrowings resulting from the repayment of a partid the borrowings under our revolving credit agnents.
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Income (Loss) Before Taxes

Due to the factors described above, incbafere taxes was $1.4 billion for the three momtihded September 30, 2010, a decrease of
$2.7 billion compared to income before taxes ol $llion for the three months ended Septembe2809.

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

Net income attributable to noncontrollimgeirests in consolidated entities was $1.3 bilfmrthe three months ended September 30,
2010, a decrease of $2.2 billion compared to regrire attributable to noncontrolling interests imnsalidated entities of $3.5 billion for the
three months ended September 30, 2009. The deqaasxily reflects lower income attributable tomoontrolling interests, which was
driven by the overall decrease in the componentebfains (losses) from investment activities dbed above.

Nine months ended September 30, 2010 comparedne nmonths ended September 30, 2(

Fees

Fees were $289.1 million for the nine merghded September 30, 2010, an increase of $8Wignncompared to fees of $201.4 milli
for the nine months ended September 30, 2009.Adrease was primarily due to an increase in fdaing to underwriting, syndication, and
other capital markets services of $44.1 millioratedl to an increase in the number of capital markahsactions during the period. We
completed 38 capital markets transactions duriegithe months ended September 30, 2010, as comjgaretiansactions during the nine
months ended September 30, 2009. In addition, thesea $22.4 million increase in gross transadees received from transaction fee-
generating investments, reflecting an increaseémumber of transaction fee-generating investrnaunisg the period. The majority of our
transaction fees-generating investments occur ipguate markets segment. During the nine montited September 30, 2010, there were
eleven transaction fee-generating investments avitbmbined transaction value of $6.6 billion as parad to eight transaction fgenerating
investments during the nine months ended SepteBthe&2009 with a combined transaction value of $Blibn. Transaction fees are
negotiated separately for each completed trangabised on the services that were provided andvatsyodepending on the nature of the
investment being made. During the nine months eSddember 30, 2010, gross transaction fees indladks.5 million non-recurring break-
up fee related to an unconsummated transactiom &®d6 million restructuring fee received from atfmio company. Incentive fees from
KFN increased $25.9 million as a result of KFNrs&ficial performance exceeding certain required eacks for each of the three quarters
during the nine months ended September 30, 201R. &y earned an incentive fee in one quarter dutte nine months ended
September 30, 2009. Management fees also incr&dsganillion, which was primarily the result of feassociated with certain newly raised
investment vehicles that began earning fees imitihe months ended September 30, 2010 as well agéreed from the 1996 Fund which
were previously eliminated in consolidation priorthe Transactions. Partially offsetting theseeases was a decrease in gross monitoring
fees of $28.6 million, primarily due to a $26.1 linih fee received during the nine months endedéaper 30, 2009 for the termination of a
monitoring agreement in connection with the IP@oé of our portfolio companies.

Expenses

Expenses were $1.3 billion for the nine therended September 30, 2010, an increase of $llod bcompared to expenses of
$357.1 million for the nine months ended Septendfe2009. The increase was primarily due to nof-eagiity based charges associated
with the issuance of interests in KKR Holdings to principals, other employees, and operating dtersis as well as
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allocations to our carry pool. For the nine morghded September 30, 2010, these items resultdthnges recorded in employee
compensation and benefits relating to principats @her personnel amounting to $880.7 million, ehdrges recorded in general,
administrative, and other expense relating to dperaonsultants amounting to $116.3 million. Imd&idn, other employee compensation and
benefits expenses increased $12.6 million due)ta: §14.7 million increase in salaries and othamdfits reflecting the hiring of additional
personnel in connection with the expansion of aigitess as well as the inclusion of salaries redath our Senior Principals in 2010 (in the
prior period, such salaries were reflected as abgistributions as a result of our operating aadnership prior to the Transactions), (ii) a
$3.0 million increase in incentive compensatioteatfng the net effect of higher expected compeosatsulting from the hiring of additior
personnel, partially offset by a reduction in aectibbonuses in 2010 as a result of certain of ot senior employees receiving compens:
in the form of distributions from KKR Holdings swdzpuient to the Transactions (in the prior periodhstompensation was borne by KKR),
(iii) a $5.8 million decrease in profit sharing tom connection with a lower rate of appreciationvalue for certain of our private equity
portfolio companies, and (iv) a $0.7 million incsean non-cash stock based compensation expersaaies with equity grants received
from KFN. The remainder of the increase in expemsesimarily the result of: (i) an increase inrtsaction related expenses of $6.6 million
attributable to unconsummated transactions dutiegperiod and (ii) an increase of $4.3 millionanefign exchange losses on foreign
currency denominated transactions at our managecoempanies. Offsetting these increases was a decheather operating expenses of
$35.2 million, primarily due to norecurring charges of $34.8 million incurred in cention with the Transactions in the third quarte2@09.

Net Gains (Losses) from Investment Activities

Net gains from investment activities wedeStillion for the nine months ended Septembe2BA0, a decrease of $0.7 billion compared
to net gains from investment activities of $5.3idl for the nine months ended September 30, 2008.decrease in net gains (losses) from
investment activities from the prior period wasihtttable to (i) an unfavorable variance of $0.lfidn from net unrealized gains of
$4.8 billion during the nine months ended Septen30e2010 resulting from increases in the markétesaf our investment portfolio
compared to net unrealized gains of $5.5 billiorirduthe nine months ended September 30, 2009iaraddecrease of $2.0 billion resulting
from an increase in net unrealized losses fromrdkiersal of previously recognized gains as a redidales of investments of $1.5 billion in
the nine months ended September 30, 2010 compaf&i3 billion of net unrealized gains from theewsal of previously recognized losses
in the nine months ended September 30, 2009. @ffgehis decrease was an increase in net reafjaet, resulting from a $1.5 billion net
realized gain for the nine months ended Septembe2@LO. This represented a $1.9 hillion favorafaleance from the net realized loss of
$0.4 billion recorded for the nine months endedt@aper 30, 2009. The majority of our net gainsgés3 from investment activities are
related to our private equity
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investments. The following is a summary of the cormgnts of net gains (losses) from investment dissui

Nine Months Ended
September 30,

2010 2009
($ in thousands)

Realized Gain $ 1,666,122 $ 180,17
Unrealized Losses from Sales o

Investments and Realization ¢

Gains(a) (1,723,31) (69,825
Realized Losse (172,20°) (571,809
Unrealized Gains from Sales of

Investments and Realization ¢

Losses(b 193,97¢ 548,91¢
Unrealized Gains from Changes

Fair Value 7,352,65 7,092,08:
Unrealized Losses from Change

in Fair Value (2,548,99)  (1,634,08)
Net Gains (Losses) fro

Investment Activities $ 4,768,24! $ 5,545,46:

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

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

Dividend Income

Dividend income was $808.5 million for thime months ended September 30, 2010, an incré&$26.0 million compared to dividend
income of $182.5 million for the nine months en&sptember 30, 2009. During the nine months endpteBder 30, 2010, we received
$800.9 million of dividends from three portfolioropanies and an aggregate of $7.6 million of contpeaig smaller dividends from other
investments. During the nine months ended SepteBhe2009, we received $180.9 million of dividerfidsn three portfolio companies and
an aggregate of $1.6 million of comparatively seratlividends from other investments.

Interest Income

Interest income was $171.1 million for thiee months ended September 30, 2010, an incré&s& d million, compared to interest
income of $97.0 million for the nine months endegt®mber 30, 2009. The increase primarily reflaatincrease in the level of fixed incol
instruments in our fixed income vehicles and oivgie equity portfolio.

Interest Expense

Interest expense was $34.4 million forriiree months ended September 30, 2010 a decre&&6 @f million compared to interest
expense of $60.8 million for the nine months en8edtember 30, 2009. The decrease was primarilyaiasver average outstanding
borrowings resulting from the repayment of a partid the borrowings under our revolving credit agnents.

Income (Loss) Before Taxes

Due to the factors described above, incbafere taxes was $4.7 billion for the nine monthdesl September 30, 2010, a decrease of
$0.9 billion compared to income before taxes o633llion for the nine months ended September 3092
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Net Income (Loss) Attributable to Noncontrolling Interests in Consolidated Entities

Net income attributable to noncontrollimgeirests in consolidated entities was $4.0 bilfarthe nine months ended September 30, 2
a decrease of $0.7 hillion compared to net incotimibatable to noncontrolling interests in consatield entities of $4.7 billion for the nine
months ended September 30, 2009. The decreaseriyineflects lower income attributable to noncalling interests, which was driven by
the overall decrease in net gains (losses) frorastment activities and dividends described above.

Segment Analysis

The following is a discussion of the resuf our three reportable business segments fahtee and nine months ended September 30,
2010 and 2009. You should read this discussiomifunction with the information included under "—d#&of Financial Presentation—
Segment Results" and the consolidated and comffiimaalcial statements and related notes includesiwdisre in this filing.
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Private Markets Segmer

The following tables set forth informaticegarding the results of operations and certaindgsrating metrics for our Private Markets

segment for the three and nine months ended Septe36b2010 and 2009.

Fees
Management and Incentive Fe
Management Fee
Incentive Fee

Total Management and
Incentive Fee

Net Monitoring and Transactic
Fees:
Monitoring Fees
Transaction Fee
Fee Credit:

Net Transaction an
Monitoring Fees
Total Fees
Expense!
Employee Compensation and
Benefits
Other Operating Expens
Total Expense
Fee Related Earning
Investment Incom
Gross Carried intere
Less: Allocation to KKR carry
pool
Less: Management fee refur
Net carried interes
Other investment income (los

Total Investment Incom

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

Income (Loss) Attributable to
Noncontrolling Interest

Economic Net Incom

Assets under management (peric
end)

Fee paying assets under
management (period en

Committed Dollars Investe

Uncalled Commitments (period
end)

Three Months Ended
September 30

Nine Months Ended
September 30,

2010

2009

2010

2009

$ 98331 $ 10573 $ 29354 $ 31598
98,33 105,73 293,54 315,98
21,78 46,94¢ 64,82 89,86(
19,81¢ 27,03( 65,05 37,43(
(12,94) (37,129 (36,890 (47,64)
28,65t 36,85 92,99: 79,64
126,99: 142 58 386,53t 395,63t
37,86: 37,41 117,16 108,40:
46,24¢ 41,56( 128,15 116,36
84,107 78,97 245 31 224,76t
42,88t 63,60 141,21 170,86
236,79 492,63« 788,04 687,15
(90,709 (12,029 (285,53, (17,899
(17,38)) — (119,03 —
128,70: 480,61 383,47 669,26t
2,52 103,38 (1,537) 127,92
131,22 583,99 381,94 797,18
174,11( 647,60 523,16 968,05:

394 — 58( —

$ 17371t $§ 64760 $ 52258 $ 968,05

$ 41,878,70 $ 41,732,80 $ 41,878,70 $ 41,732,80

$ 36,032,30 $ 40,773,00 $ 36,032,30 $ 40,773,00

$ 34950( $ 1,070,100 $ 2,184,200 $ 1,651,00

$ 12,495,440 $ 14,244,30 $ 12,49540 $ 14,244,30
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Three months ended September 30, 2010 compareldreetmonths ended September 30, 2009
Fees

Fees were $127.0 million for the three rhsrénded September 30, 2010, a decrease of $1idnor 10.9%, from the three months
ended September 30, 2009. The decrease was pyirda&lto a $25.2 million decrease in gross momitpfees, reflecting a $26.1 million fee
received during the three months ended Septemh&089 for the termination of a monitoring agreetrierconnection with the IPO of one
of our portfolio companies. In addition, the dese@ fees was also attributable to a $7.4 millenrease in management fees which was du
primarily to the net result of the following: (i)%10.6 million decrease in management fees assdcieith the exclusion of fees earned from
KPE in the three months ended September 30, 20&Gesult of the Transactions on October 1, 200% $5.6 million net decrease due
primarily to a reduction in fee paying capital ar @rivate equity funds in connection with realiaatactivity offset by new fee paying capital
raised; (iii) a decrease of $4.2 million primarniglating to fee paying capital that was transfefrech a fee paying private equity fund
(European Fund Ill) to a non-fee paying privateiggiund (E2 Investors) subsequent to the threethoanded September 30, 2009; and
(iv) an increase of $13.0 million associated witfeduction in waived management fees during 2010s€transaction fees from transaction
fee-generating investments decreased $16.8 mitlionarily reflecting a decrease in both the numiféransaction fee-generating
investments during the period and to a lesser exttenaverage fee received. During the three magtlded September 30, 2010 there were
four transaction fee-generating investments withmbined transaction value of $2.2 billion as coragdo six transaction fee-generating
investments during the three months ended SepteBth@009 with a combined transaction value of $lin. Transaction fees are
negotiated separately for each completed trangabised on the services that were provided andvatsodepending on the nature of the
investment being made. The decrease in transdet@sngenerated from investments was partially bffgea restructuring fee received from a
portfolio company totaling $9.6 million. These demses were partially offset by a $24.2 million dase in credits earned by limited partners
under fee sharing arrangements in our private pduitds due primarily to the decrease in transactiod monitoring fees.

Expenses

Expenses were $84.1 million for the thremnths ended September 30, 2010, an increase ofiidn, or 6.5%, from the three months
ended September 30, 2009. The increase was duarpyino a $4.7 million increase in other operatexgenses primarily reflecting the net
result of the following: (i) an increase in transac related expense of $3.2 million, from $3.4loil to $6.6 million, attributable to
unconsummated transactions during the periodafiincrease in professional fees of $2.2 milliosannection with increased private equity
activity, and (iii) an increase in foreign exchamgsses on foreign currency denominated transactbour management companies of
$1.6 million. In addition, employee compensatiod &enefits increased $0.4 million which was duthtonet effect of the following: (i) a
$4.0 million increase in salaries and other beseéflecting the hiring of additional personnetonnection with the expansion of our busir
as well as the inclusion of salaries relating to ®enior Principals in 2010 (in the prior periodcls salaries were reflected as capital
distributions as a result of operating as a pripatenership prior to the Transactions), and (886 million decrease in incentive
compensation due to the net effect of a reductidmonus accruals in 2010 as a result of certasuofnost senior employees receiving
compensation in the form of distributions from KK®Idings subsequent to the Transactions (in ther period, such compensation was
borne by KKR), partially offset by higher expecmampensation for other employees in 2010 resuftimg the hiring of additional personnel
in connection with the expansion of our business.
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Fee Related Earnings

Fee related earnings in our Private Marketgment were $42.9 million for the three monthdeeinSeptember 30, 2010, a decrease of
$20.7 million, or 32.6%, from the three months eh&eptember 30, 2009. The decrease was due pyriattie decrease in fees as described
above.

Investment Income

Investment income was $131.2 million fag three months ended September 30, 2010, a deaed482.8 million compared to
investment income of $584.0 million for the threenths ended September 30, 2009. For the three mentted September 30, 2010,
investment income (loss) included (i) net carrigtggiest of $128.7 million and (ii) other investmertome of $2.5 million, which was
comprised primarily of gains from favorable change®reign exchange rates. The following tablespres the components of net carried
interest for the three months ended September@ and 2009.

Three Months Ended
September 30,

2010 2009
($ in thousands)
Net Realized Gains (Losse $ 185,20 $§ 4,03¢
Net Unrealized Gains (Losse 16,38¢ 477,72
Dividends and Intere! 35,201 10,87:
Gross carried intere 236,79. 492,63¢
Less: Allocation to KKR carry pot (90,709 (12,027
Less: Management fee refur (17,387 —
Net carried interes $ 128,70: $ 480,61:

Net realized gains (losses) for the threatims ended September 30, 2010 consists of thialpsates of East Resources Inc. and Avago
Technologies Limited. The following table presemé$ unrealized gains (losses) of carried interg$tibd for the three months ended
September 30, 2010 and 2009.

Three Months Ended

September 30,
2010 2009

($ in thousands)
Asian Func $ 4598 $ —
European Fun 29,01« 102,85«
Millennium Fund 12,15( 181,78
Cao-Investment Vehicle 9,211 13,56(
European 11l Func 6,17¢ —
KKR E2 Investors (Annex Func 331 —
2006 Func (86,48°) 148,70(
1996 Fund(a — 30,82«
Total(a) $ 16,38¢ $ 477,72

(@)  The above table excludes any funds for which thexe no unrealized gains (losses) of carried istere
during either of the periods presented. For thegttmonths ended September 30, 2010 and 2009, the
European Fund Il did not earn an unrealized caintstest. In addition, subsequent to the Transasfi
the 1996 Fund was no longer included in our resauntstherefore no unrealized gains (losses) ofechrr
interest attributable to the 1996 Fund are includedhe three months ended September 30, 2
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For the three months ended September 3M, Zpproximately 26% of net unrealized gains fadranges in value were attributable to
increased share prices of various publicly helé#tments, the most significant of which was DaBaneral Corporation (NYSE: DG). Our
private portfolio contributed the remainder of tiet unrealized gains, the most significant of whigre unrealized gains in HCA Inc.
(healthcare sector) and Oriental Brewery Co. Ledngumer sector), offset by an unrealized lossraerdy Future Holdings Inc. (energy
sector). The increased valuations, in the aggregateerally related to both improvements in madaghparables and individual company
performance. The net unrealized loss within the62B0nd for the three months ended September 3@, @@% primarily due to the reversal of
previously recognized unrealized gains in connectitth the partial sale of East Resources.

For the three months ended September 3B, 2(pproximately 42% of net unrealized gains fadranges in value were attributable to
increased share prices of various publicly helé#tments, the most significant of which were LedrBioldings S.A. (ENXTPA: LR), Avago
Technologies Limited (Nasdaq: AVGO), Sealy Corpora{NYSE: ZZ) and Rockwood Holdings, Inc. (NYSEOR). Our private portfolio
contributed the remainder of the net unrealizedgyghe most significant of which were HCA Inc. gtliecare sector), Alliance Boots GmbH
(healthcare sector), East Resources, Inc. (eneaprs and KKR Debt Investors S.a r.l. (financiahsces sector). The increased valuation
the aggregate, generally related to both improvesniemmarket comparables and individual companyjoperance.

Dividend and interest income for the thmaanths ended September 30, 2010 consisted prinddréydividend earned from Visant
Corporation (media sector).

The amount of carried interest earned dutfire three months ended September 30, 2010 fee humds and vehicles eligible to receive
carried interest amounted to $217.5 million, of evhihe carry pool was allocated approximately 40% the remaining 60% allocated to
KKR and KKR Holdings based on their respective oshi percentages. The decrease in other invesimeore (loss) of $100.9 million
relates primarily to the exclusion of investmeningaand losses on capital invested by or on betialfe general partners of our private equity
funds subsequent to the Transactions on Octol808. In connection with the Transactions on Oatdh@009, all capital invested by or on
behalf of the general partners of our private gqfuihds prior to October 1, 2009 was retained, \@ad not contributed to the KKR Group
Partnerships. Additionally, capital invested byoarbehalf of the general partners of our privatgéitgfunds subsequent to October 1, 2009 is
included in our capital markets and principal ati#g segment. Accordingly, returns on the aforetiomed invested capital are not include
our Private Markets segment information for perisdbsequent to October 1, 2009 and as such areahaded in our segment results for the
three months ended September 30, 2010.

Economic Net Income (Loss)

Economic net income in our Private Markeggment was $173.7 million for the three monthedrSeptember 30, 2010, a decrease of
$473.9 million compared to economic net income@f&6 million for the three months ended Septer3Be2009. The decrease in
investment income described above was the maimibatdr to the period over period decline in ecoionet income.
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Assets Under Management

The following table reflects the changesium Private Markets AUM from June 30, 2010 to &aepier 30, 2010:

June 30, 2010 AUN $ 41,031,10
New Capital Raise —
Distributions (1,279,70)
Foreign Exchang 296,20(
Change in Valu 1,831,101

September 30, 2010 AU $ 41,878,70

AUM in our Private Markets segment was $4dillion at September 30, 2010, an increase d Holion, or 2.1%, compared to
$41.0 billion at June 30, 2010. The increase wasaily attributable to $1.8 billion of net unrezdid gains resulting from changes in the
market values of our private equity portfolio comigs. The net unrealized investment gains in owafe equity funds were driven primarily
by net unrealized gains of $0.5 billion, $0.3 biflj $0.2 billion, $0.2 billion, and $0.2 billion mur 2006 Fund, Millennium Fund, Asian Fu
European Fund Il and European Fund, respectivgipréximately 28% of the net change in value forttiree months ended September 30,
2010 was attributable to changes in share priceamdus publicly listed investments, notably irases in Rockwood Holdings, Inc. (NYSE:
ROC) and Dollar General Corporation (NYSE: DG). @tivate portfolio contributed the remainder of ttenge in value, with the largest
contributors being unrealized gains relating to H@& (healthcare sector), Tarkett S.A. (manufaotusector), Oriental Brewery Co. Ltd.
(consumer sector), US Foodservice (retail sectua)Maxeda (retail sector). The increased valuatiorise aggregate, generally related to
both improvements in market comparables and indalidompany performance. Additionally, AUM incred<®.3 billion as a result of
foreign exchange adjustments on foreign denominatetmitments to our fund¥he increase in value described above was partiéibet by
distributions from our funds totaling $1.3 billievhich was comprised of $1.0 billion of realizedrgaand $0.3 billion of return of original
cost.

Fee Paying Assets Under Management

The following table reflects the changesium Private Markets FPAUM from June 30, 2010 tpt8mber 30, 2010:

June 30, 2010 FPAU! $ 35,317,50
New Capital Raise —
Distributions (24,500
Foreign Exchang 722,60(
Change in Valu 16,70(

September 30, 2010 FPAU $ 36,032,30

FPAUM in our Private Markets segment wa8.8dillion at September 30, 2010, an increasedof $illion, or 2.0%, compared to
$35.3 billion at June 30, 2010. The increase wasgily attributable to a $0.7 billion increaseated to foreign exchange adjustments on
foreign denominated commitments and invested dapita

Committed Dollars Invested

Committed dollars invested were $349.5inillfor the three months ended September 30, 20d@crease of $720.6 million from the
three months ended September 30, 2009. The deaveasgue
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primarily to a decrease in the transaction volurnerivate equity investments closed during theehmonths ended September 30, 2010 as
compared with the three months ended Septemb&08@,

Uncalled Commitments

As of September 30, 2010, our Private M@rkegment had $12.5 billion of remaining uncatlagital commitments that could be called
for investment in new transactions.

Nine months ended September 30, 2010 comparedre nmonths ended September 30, 2(
Fees

Fees were $386.5 million for the nine merghded September 30, 2010, a decrease of $9idmadl 2.3%, from the nine months enc
September 30, 2009. The decrease was primarilyada&25.0 million decrease in gross monitoringfeeflecting a $26.1 million fee
received during the nine months ended Septemb&t(83, for the termination of a monitoring fee cawtrin connection with the IPO of one
of our portfolio companies. In addition, managenfest decreased $22.4 million due primarily tortheresult of the following: (i) a
$27.6 million decrease in management fees assdaidtk the exclusion of fees earned from KPE inniivee months ended September 30,
2010 as a result of the Transactions on Octob20@9; (ii) a decrease of $10.9 million primarilyated to fee paying capital that was
transferred from a fee paying private equity fuRdrppean Fund Ill) to a non-fee paying private gqgfuind (E2 Investors) subsequent to the
nine months ended September 30, 2009; (iii) a 88libn net decrease due primarily to a reductioride paying capital at our private equity
funds in connection with realization activity offd®y new fee paying capital raised; and (iv) améase of $25.5 million associated with a
reduction in waived management fees during 201&e&@iing these decreases was an increase in gaossittion fees from transaction fee-
generating investments of $12.5 million. The inseel gross transaction fees resulted from an aseren the number of transaction fee-
generating investments during the period. Durirggrtine months ended September 30, 2010 there \esmendransaction fee-generating
investments with a combined transaction value o $8lion as compared to eight transaction feeegating investments during the nine
months ended September 30, 2009 with a combinadaction value of $3.2 billion. Transaction fees megotiated separately for each
completed transaction based on the services that previded and also vary depending on the natitigedinvestment being made. In
addition, transaction fees increased as a resalt$&.5 million non-recurring break-up fee relai@én unconsummated transaction and a
$9.6 million restructuring fee received from a fmlib company. In addition, fees increased as alted a $10.8 million decrease in credits
earned by limited partners under fee sharing amamants in our private equity funds due primarilatoincrease in creditable fund expenses
during the period.

Expenses

Total expenses were $245.3 million for tivee months ended September 30, 2010, an incré&O® million, or 9.1%, from the nine
months ended September 30, 2009. The increasenmaarity due to an increase in operating expen$&id.8 million reflecting the net
result of the following: (i) an increase in transae related expense of $6.6 million, from $7.9loil to $14.5 million, attributable to
unconsummated transactions during the periodafiincrease in professional fees of $4.6 milliosannection with increased private equity
activity, (i) an increase in foreign exchangedes on foreign currency denominated transactionsratnanagement companies of
$4.3 million and (iv) a decrease in other operagrgenses of $3.6 million reflecting cost contrfibgs at our management company.
Expenses also increased as a result of an incireaseployee compensation and benefits of $8.8 anijldue to the net effect of the followir
(i) a $14.0 million increase in salaries and othemefits reflecting the hiring of additional persehin connection with the expansion of our
business as well as the inclusion of salariesingldad our Senior Principals in 2010
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(in the prior period, such salaries were refle@edapital distributions as a result of operating @rivate partnership prior to the
Transactions), and (ii) a $5.3 million decreasmaentive compensation due to the net effect @daiction in bonus accruals in 2010 as a
result of certain of our most senior employeesiv@tg compensation in the form of distributionsrrd(KR Holdings subsequent to the
Transactions (in the prior period, such compengatias borne by KKR), partially offset by higher exped compensation for other
employees in 2010 resulting from the hiring of aiddial personnel in connection with the expansibaw business.

Fee Related Earnings

Fee related earnings in our Private Marketgment were $141.2 million for the nine monthdeehSeptember 30, 2010, a decrease of
$29.7 million, or 17.4%, from the nine months en&egitember 30, 2009. The decrease was due prinbatie increase in expenses as
described above.

Investment Income

Investment income was $381.9 million fag thine months ended September 30, 2010, a deak$d45.3 million compared to
investment income of $797.2 million for the ninenttes ended September 30, 2009. For the nine menttesd September 30, 2010,
investment income (loss) was comprised of (i) @etied interest of $383.5 million and (ii) othervestment loss of $1.5 million, which
resulted primarily from unfavorable changes in fgneexchange rates. The following table presergscttimponents of net carried interest for
the nine months ended September 30, 2010 and 2009.

Nine Months Ended
September 30,

2010 2009
($ in thousands)

Net Realized Gains (Losse $ 286,96: $ (79,61%)
Net Unrealized Gains (Losse 378,84 741,16
Dividends and Intere! 122,23¢ 25,601
Gross carried intere 788,04! 687,15¢
Less: Allocation to KKR carry pot (285,53¢) (17,899
Less: Management fee refur (119,039 —
Net carried interes $ 38347 $ 669,26!

Net realized gains (losses) for the ninethe ended September 30, 2010 consists of thapsates of East Resources, Inc., Dollar
General Corporation, Legrand Holdings S.A., Avagefihologies Limited and Eastman Kodak Company rébdized gains (losses) for the
nine months ended September 30, 2009 was driveragly by the write-off of our investment in Mastminternational, Inc.
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The following table presents net unrealigadhs (losses) of carried interest by fund forrime months ended September 30, 2010 and
20009.

Nine Months Ended
September 30,

2010 2009
($ in thousands)

2006 Func $ 173,56: $ 179,04:
Asian Func 79,50z —
Millennium Fund 40,82: 334,19:
Cc-Investment Vehicle 39,23¢ 34,42¢
European Fun 38,84¢ 145,73!
European Il Func 6,17¢ —
KKR E2 Investors (Annex Fun( 69C —
1996 Fund(a — 47,77:
Total(a) $ 378,84. $ 741,16

(@)  The above table excludes any funds for which thene no unrealized gains (losses) of carried istere
during either of the periods presented. For the nmionths ended September 30, 2010 and 2009, the
European Fund Il did not earn an unrealized caintgtest. In addition, subsequent to the Transasfi
the 1996 Fund was no longer included in our resunitstherefore no unrealized gains (losses) ofechrr
interest attributable to the 1996 Fund are includedhe nine months ended September 30, 2

For the nine months ended September 3®),2dproximately 23% of net unrealized gains frdrarges in value were attributable to
increased share prices of various publicly hel&#tments, the most significant of which were Dol@neral Corporation (NYSE: DG) and
Legrand Holdings S.A. (ENXTPA: LR). Our private ffolio contributed the remainder of the net unraadi gains, the most significant of
which were East Resources, Inc. (energy sectorp Hi€. (healthcare sector), and Alliance Boots Gnibellthcare sector). The increased
valuations, in the aggregate, generally relatechfivovements in individual company performance entthe case of East Resources, Inc., an
increase that reflects the valuation of an agreémoesxit the remainder of the investment in theose half of 2010.

For the nine months ended September 3®,24fproximately 41% of net unrealized gains frdrarges in value were attributable to
increased share prices of various publicly helé#tments, the most significant of which were Ledriioldings S.A. (ENXTPA: LR), Avago
Technologies Limited (Nasdaqg: AVGO, which went palih the third quarter of 2009), Sealy Corporat{dfy SE: ZZ) and Rockwood
Holdings, Inc. (NYSE: ROC), Inc. Our private potifocontributed the remainder of the net unrealigaths, the most significant of which
were HCA Inc. (healthcare sector), Alliance Bootsli¥ (healthcare sector) and KKR Debt Investorsr §.&inancial services sector). The
increased valuations, in the aggregate, genereyed to both improvements in market comparabiéesirrdividual company performance.

Dividend income for the nine months endedt&8mber 30, 2010 consists primarily of dividenaished from HCA Inc., Visant
Corporation and Legrand Holdings S.A.

The amount of carried interest earned dutfire nine months ended September 30, 2010 foe thumsls and vehicles eligible to receive
carried interest amounted to $696.9 million, of ethihe carry pool was allocated approximately 40fh e remaining 60% allocated to
KKR and KKR Holdings based on their respective oshi percentages. The decrease in other invesimeorhe (loss) of $129.4 million
relates primarily to the exclusion of investmeningaand losses on capital invested by or
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on behalf of the general partners of our privateitgqfunds in 2010. In connection with the Trangas on October 1, 2009, all capital
invested by or on behalf of the general partnersuofprivate equity funds prior to October 1, 20045 retained, and was not contributed to
the KKR Group Partnerships. Additionally, capitalésted by or on behalf of the general parthemuofprivate equity funds subsequent to
October 1, 2009 is included in our capital marleatd principal activities segment. Accordingly, retion the aforementioned invested ca|
are not included in our Private Markets segmertringtion for periods subsequent to October 1, 20@Pas such are not included in our
segment results for the nine months ended SepteBth@010.

Economic Net Income (Loss)

Economic net income in our Private Markeggment was $522.6 million for the nine months driéieptember 30, 2010, a decrease of
$445.5 million, compared to economic net incom&68.1 million for the nine months ended Septen3e2009. The decreased investment
income described above was the main contributtrégeriod over period decline in economic netmeo

Assets Under Management

The following table reflects the changesim Private Markets AUM from December 31, 200S&ptember 30, 2010.

December 31, 2009 AUI $ 38,842,90
New Capital Raise 542,40(
Distributions (2,684,70)
Foreign Exchang (228,900
Change in Valui 5,407,001

September 30, 2010 AU $ 41,878,70

AUM in our Private Markets segment was $4dillion at September 30, 2010, an increase dJ $8lion, or 7.8%, compared to
$38.8 billion at December 31, 2009. The increase pvanarily attributable to $5.4 billion of net walized gains resulting from changes in
market values of our private equity portfolio coms, as well as $0.5 billion in new capital raisel@ting primarily to our natural resources
initiative as well as a new private equity co-invesnt vehicle. The net unrealized investment gairsur private equity funds were driven
primarily by net unrealized gains of $2.4 billid0.9 billion, $0.5 billion, $0.4 billion, and $0b#llion in our 2006 Fund, Millennium Fund,
European Fund, European Fund Il and Asian Fungertively. Approximately 23% of the net change ahue for the nine months ended
September 30, 2010 was attributable to changdsairegrices of various publicly listed investmentstably increases in Dollar General
Corporation (NYSE: DG) and Legrand Holdings S.ANEETPA: LR). Our private portfolio contributed themainder of the change in value,
with the largest contributors being unrealized ga#lating to HCA Inc. (healthcare sector), EastdRieces, Inc. (energy sector) and Alliance
Boots GmbH (healthcare sector), and unrealizedfosslating to Energy Future Holdings Inc. (enesggtor). The increased valuations, in
aggregate, generally related to improvements iividdal company performance. The increase in vdkscribed above was partially offset
distributions from our funds totaling $2.7 billi@omprised of $2.1 billion of realized gains and6iillion of return of original cost.
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Fee Paying Assets Under Management

The following table reflects the changesim Private Markets FPAUM from December 31, 200%¢ptember 30, 2010:

December 31, 2009 FPAU $ 36,484,40
New Capital Raise 534,50(
Distributions (788,100
Foreign Exchang (230,900
Change in Valu 32,40(

September 30, 2010 FPAU $ 36,032,30

FPAUM in our Private Markets segment wa8.8dillion at September 30, 2010, a decrease & Billion, or 1.2%, compared to
$36.5 billion at December 31, 2009. The decreasepsianarily attributable to distributions of $0.8libn in our private equity funds
representing a reduction of invested capital assediwith realization activity and a $0.2 billioaalease related to foreign exchange
adjustments on foreign denominated commitmentsraretsted capital. These decreases were partiddgtoby new capital raised of
$0.5 billion relating primarily to our natural ragaes initiative as well as a new private equityiroestment vehicle.

Committed Dollars Invested

Committed dollars invested were $2.2 hillfor the nine months ended September 30, 201dcasase of $0.5 billion from the nine
months ended September 30, 2009. The increasewegsriinarily to an increase in the transaction r@wf private equity investments
closed during the first nine months of 2010 as careg with the first nine months of 2009.

Uncalled Commitments

As of September 30, 2010, our Private Miarkegment had $12.5 billion of remaining uncatlagital commitments that could be called
for investment in new transactions.
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Public Markets Segmer

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

segment for the three and nine months ended Septe36b2010 and 2009.

Fees
Management and Incentive Fe
Management Fee
Incentive Fee

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

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

Income (Loss) Attributable to
Noncontrolling Interest

Economic Net Incom

Assets under management (peric
end)

Fee paying assets under
management (period en

Committed Dollars Investe

Uncalled Commitments (period
end)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2010

2009

2010

2009

$ 14206 $ 1231« $  40,70( $  36,35¢
9,55¢ 4,47: 30,40¢ 4,472
23,76: 16,78¢ 71,108 40,83
1,672 — 9,82t —

(742) — (6,33%) —

93C — 3,487 —

24,69: 16,78¢ 74 59. 40,83:
7,70¢ 5,65¢ 22,32 17,17¢

3,77¢ 4,79t 11,61: 15,51¢
11,48: 10,45: 33,03 32,60¢
13,21( 6,33- 40,65t 8,13t
1,131 — 2,58: —

(452) — (1,039 —

67¢ — 1,55( —

14¢ (2,236) 53C (4,307)

827 (2,236) 2,08( (4,307)

14,03" 4,09¢ 42,73 3,82¢

125 — 38C —

$ 1391: $ 400 $ 4235 $ 3,82¢
$ 13,619,80 $ 13,051,30 $ 13,619,80 $ 13,051,30
$ 6,672,900 $ 5957,100 $ 6,672,900 $ 5,957,10
$ 190,90( $ — $ 378100 $ —
$ 1,255,500 $ — $ 1,255500 $ —
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Three months ended September 30, 2010 compareldreetmonths ended September 30, 2009

Fees

Our Public Markets segment earned feedfBmillion for the three months ended SeptemBeR810, an increase of $7.9 million, or
47.1%, from $16.8 million for the three months em@eptember 30, 2009. The increase is primarilyehalt of an increase in incentive fee
income from KFN of $5.1 million, from $4.5 milliofor the three months ended September 30, 2009.6r8flion for the three months enc
September 30, 2010. The increase in incentiverfeenie is a result of an improvement in KFN's finahpgerformance. Total fees also
increased due to an increase in management fe&kds®million attributable to new capital raised amdincrease in NAV. In addition, our
Public Markets segment earned $0.9 million of remgaction fees during the three months ended ®bpte30, 2010. No transaction fees
were earned during the three months ending SepteBh@009. Transaction fees are negotiated seghafar each completed transaction
based on the services that were provided and alsodepending on the nature of the investment beiade.

Expenses

Expenses in our Public Markets segment W&de5 million for the three months ended Septer86e2010, an increase of $1.0 million,
or 9.5%, from $10.5 for the three months ended&eper 30, 2009. The increase was primarily dusarease in employee compensation
and benefits expense of $2.0 million which is pritgaattributable to increased headcount. Partiaffgetting the increase in employee
compensation and benefits was a decrease in gbleeating expenses of $1.0 million, which was largkle to expense reductions across the
segment.

Fee Related Earnings

Fee related earnings in our Public Marketgment were $13.2 million for the three monthsednsleptember 30, 2010, an increase of
$6.9 million from $6.3 million for the three monteaded September 30, 2009. The increase in feedetarnings is primarily due to the
increase in fees described above.

Investment |ncome (Loss)

Our Public Markets segment had investmeetiie of $0.8 million for the three months endept&mber 30, 2010, an increase of
$3.0 million from a loss of $2.2 million for thertfe months ended September 30, 2009. The increesenmarily driven by net carried
interest earned in the period ended Septemberd@ &nd an increase in the market value of cei&estments in an affiliate that are carried
at fair value with unrealized gains reflected ihastinvestment income.

Economic Net Income

Economic net income in our Public Marketgraent was $13.9 million for the three months erfsiegtember 30, 2010, an increase of
$9.8 million from economic net income of $4.1 naitli for the three months ended September 30, 20@®intrease in fee related earnings
and investment income (loss) described above werenain contributors to the period over periodéase in economic net income.
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Assets Under Management

The following table reflects the changesim Public Markets AUM from June 30, 2010 to Septer 30, 2010:

June 30, 2010 AUN $ 13,367,20
New Capital Raise 416,90(
Distributions (260,100
Foreign Exchang —
Change in Valu 95,80(

September 30, 2010 AU $ 13,619,80

AUM in our Public Markets segment totale8% billion at September 30, 2010, an increask0d billion, or 1.9%, from $13.4 billion
at June 30, 2010. The increase was driven by $lligntof new capital raised relating to separatelgnaged accounts and our mezzanine
fund, as well as a net increase in the NAV of owestment vehicles of $0.1 billion. The increaséimd values is primarily due to
appreciation in fixed income asset prices durirgglriod. These increases were partially offsek®$ billion of redemptions in our liquid
credit separately managed accounts.

Fee Paying Assets Under Management

The following table reflects the changesim Public Markets FPAUM from June 30, 2010 tot8eber 30, 2010:

June 30, 2010 FPAU! $ 6,325,901
New Capital Raise 416,70(
Distributions (260,100
Foreign Exchang —
Change in Valu 190,40(

September 30, 2010 FPAU $ 6,672,901

FPAUM in our Public Markets segment tota$&d7 billion at September 30, 2010, an increask0d billion, or 5.5%, from $6.3 billion
at June 30, 2010. The increase was driven by $lligntof new capital raised relating to separatelgnaged accounts and our mezzanine
fund, as well as a net increase in the NAV of éeritavestment vehicles of $0.2 billion. The increas fund values is primarily due to
appreciation in fixed income asset prices durirggglriod. These increases were partially offsek®$ billion of redemptions in our liquid
credit separately managed accounts. For addititinalission of our investment funds, structuredriggavehicles, and separately managed
accounts, please see "Business."

Committed Dollars Invested

Committed dollars invested were $0.2 hillfor the three months ended September 30, 201&reThere no committed dollars invested
to any of our public markets investment vehiclastfi@ three months ended September 30, 2009.

Uncalled Commitments

As of September 30, 2010, our Public Maslestgment had $1.3 hillion of uncalled capital camm@nts that could be called for
investments in new transactions.
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Nine months ended September 30, 2010 comparedre nionths ended September 30, 2(
Fees

Our Public Markets segment earned feegdfGpmillion for the nine months ended Septembe2BA0, an increase of $33.8 million, or
82.7%, from $40.8 million for the nine months en@&=ptember 30, 2009. The increase is primarilyékalt of an increase in incentive fee
income from KFN of $25.9 million, from $4.5 millidior the nine months ended September 30, 2009Qat$8illion for the nine months
ended September 30, 2010. The increase in incefigi@vencome is a result of an increase in KFN'aritial performance. Total fees also
increased due to an increase in management fesdmillion attributable to new capital raised amdincrease in NAV. In addition, our
Public Markets segment earned $3.5 million of remgaction fees during the nine months ended Séyete80, 2010. No transaction fees
were earned during the nine months ended Septe®®h@009. Transaction fees are negotiated separfatetach completed transaction
based on the services that were provided and alsodepending on the nature of the investment beiade.

Expenses

Expenses in our Public Markets segment 889 million for the nine months ended Septen@@®r2010, an increase of $1.2 million,
or 3.8%, from $32.7 for the nine months ended Septe 30, 2009. The increase was primarily due erease in employee compensation
benefits expense of $5.1 million which is primaalgributable to increased headcount. Partiallgeifing the increase in employee
compensation and benefits was a decrease in gbleeating expenses of $3.9 million, which was largkle to expense reductions across the
segment.

Fee Related Earnings

Fee related earnings in our Public Marketsment were $40.7 million for the nine months drfBeptember 30, 2010, an increase of
$32.5 million from $8.1 million for the nine montkaded September 30, 2009. The increase in felededarnings is primarily due to the
increase in fees described above.

Investment |ncome (Loss)

Our Public Markets segment had investmeeaiie of $2.1 million for the nine months endedt8eyer 30, 2010, an increase of
$6.4 million from the nine months ended Septemi®e2B809. The increase was primarily driven by reetied interest earned in the period
ended September 30, 2010 as a result of the faleopabformance of our investment vehicles and areese in the market value of certain
investments in an affiliate that are carried at ¥alue with unrealized gains reflected in othefeistment income.

Economic Net Income

Economic net income in our Public Markeigraent was $42.4 million for the nine months enSepgtember 30, 2010, an increase of
$38.5 million from economic net income of $3.8 ioitl for the nine months ended September 30, 2008.ifdcrease in fee related earnings
described above was the main contributor to thevgerver period increase in economic net income.
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Assets Under Management

The following table reflects the changesim Public Markets AUM from December 31, 2009 &p@&@mber 30, 2010:

December 31, 2009 AUI $ 13,361,30
New Capital Raise 976,90(
Distributions (1,222,60)
Foreign Exchang —
Change in Valui 504,20(

September 30, 2010 AU $ 13,619,80

AUM in our Public Markets segment was $1i3lBon at September 30, 2010, an increase of $0lidn, or 1.9%, compared to
$13.4 billion at December 31, 2009. The increase @vaven by $1.0 billion of new capital raised telg to separately managed accounts and
our mezzanine fund, as well as an increase in & df our investment vehicles of $0.5 billion. Threrease in fund values is primarily due

to appreciation in fixed income asset prices dutirgperiod. These increases were partially offget1.2 billion of redemptions in our liquid
credit separately managed accounts.

Fee Paying Assets Under Management

The following table reflects the changesim Public Markets FPAUM from December 31, 200S&ptember 30, 2010:

December 31, 2009 FPAU $ 6,295,401
New Capital Raise 901,30(
Distributions (1,222,60)
Foreign Exchang —
Change in Valu 698,80(

September 30, 2010 FPAU $ 6,672,901

FPAUM in our Public Markets segment tota$&d7 billion at September 30, 2010 an increask0ot billion, or 6.0%, from $6.3 billion
at December 31, 2009. The increase in FPAUM wasaily driven by $0.9 billion of new capital raisezlated to separately managed
accounts and our mezzanine fund, as well as arsaserin the NAV of certain investment vehicles @f7$billion. The increase in fund values
is primarily due to appreciation in fixed incomeseisprices during the period. These increases patally offset by $1.2 billion of
redemptions in our liquid credit separately managszbunts.

Committed Dollars Invested

Committed dollars invested were $0.4 hillfor the nine months ended September 30, 201GeThere no committed dollars investet
any of our public markets investment vehicles far hine months ended September 30, 2009.

Uncalled Commitments

As of September 30, 2010, our Public Maglestgment had $1.3 hillion of uncalled capital camm@nts that could be called for
investments in new transactions.
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Capital Markets and Principal Activities Segment

The following table sets forth informaticegarding the results of operations and certaindgsrating metrics for our Capital Markets
and Principal Activities segment for the three aimte months ended September 30, 2010 and 2009Capital Markets and Principal
Activities segment was formed upon completion @f Thansactions by combining our capital marketsnass with the assets and liabilities
KPE. As a result, we have reclassified the resfltsur capital markets business since inceptiom this segment.

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Fees
Management and Incentive Fe
Management Fee $ — 9 — 9 — $ —
Incentive Fee — — — —
Total Management and Incentive F — — — —
Net Monitoring and Transaction Fe:
Monitoring Fees — — — —
Transaction Fee 19,14¢ 10,38¢ 58,72¢ 14,55¢
Fee Credit: — — — —
Net Transaction and Monitoring Fe 19,14¢ 10,38¢ 58,72¢ 14,55¢
Total Fees 19,14¢ 10,38¢ 58,72¢ 14,55¢
Expense!
Employee Compensation and Bene 3,481 3,04¢ 11,25 7,744
Other Operating Expens 2,24¢ 1,38i 6,11¢ 3,98¢
Total Expense 5,73¢ 4,43¢ 17,36¢ 11,72¢
Fee Related Earning 13,41 5,95: 41,36( 2,821
Investment Incom
Gross Carried intere — — — —
Less: Allocation to KKR carry pot — — — —
Net carried interes — — — —
Other investment income (los 117,33 (95¢) 820,74 (3,247)
Total Investment Income (los 117,33 (95¢) 820,74 (3,249
Income (Loss) before Income (Loss) Attributak
to Noncontrolling Interest 130,74! 4,99/ 862,10: (41¢€)
Income (Loss) Attributable to Noncontrolling
Interests 1,04¢ 12¢ 1,857 68
Economic Net Incom $ 129,69 $ 4,871 $ 860,24 $ (489

Three months ended September 30, 2010 compareldrggetmonths ended September 30, 2009
Fees

Fees in our Capital Markets and Principetivities segment were $19.1 million for the threenths ended September 30, 2010, an
increase of $8.7 million, from the three monthsesh8eptember 30, 2009. The increase was due teerase in the number of capital
markets transactions during the period. We comgl&8capital markets transactions in the third garasf 2010 comprised of underwriting,
syndication and other capital markets servicespagpared to 5 transactions in the
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third quarter of 2009. While each of the capitaklkets transactions that we undertake in this segmeseparately negotiated, our fee rates
generally higher with respect to underwriting tHieiongs of equity securities than with respecthe issuance of debt securities, and the
amount of fees that we collect for like transactigenerally correlates with overall transactiomsiOur capital markets business is deper
on the overall capital markets environment, whigfluenced by equity prices, credit spreads aoidtiity.

Expenses

Expenses were $5.7 million for the threenthe ended September 30, 2010, an increase oh$llién, or 29.3%, from the three months
ended September 30, 2009. The increase was pyndai to a $0.4 million increase in employee conspéion and benefits expense relating
primarily to an increase in incentive compensatiftecting higher expected compensation in 2010ltieg from the improved overall
financial performance of our capital markets businén addition, other operating expenses increhgeid.9 million as a result of higher
professional fees and administrative costs reguftiom the increase in capital markets activity.

Fee Related Earnings

Due primarily to the increases in fees dbed above, fee related earnings in our Capitalkdels and Principal Activities segment were
$13.4 million for the three months ended Septer88e2010, an increase of $7.5 million, as compé&odde related earnings of $6.0 million
during the three months ended September 30, 2009.

Investment Income (Loss)

Investment income was $117.3 million fog three months ended September 30, 2010, an iecoé&4.18.3 million as compared to an
investment loss of $1.0 million for the three manémded September 30, 2009. The third quarter a0tdunts primarily reflect
$100.7 million of net unrealized gains, $8.2 milliof dividend income, $6.3 million of net realizgdins and $2.1 million of net interest
income. The net unrealized gains were comprisekl20.8 million of net unrealized appreciation af/pte equity investments and
$20.1 million of net depreciation of other investree(total net unrealized gains included revershjsreviously recorded unrealized
appreciation of $4.3 million related to the salenvestments). Net realized gains were comprisekBd million of realized gains from the
sale of certain private equity investments, an& $2illion gains from the sale of other investmefiise third quarter 2009 amounts did not
include the results of the assets acquired from KiREe the Transactions were completed on Octob200d9. Accordingly, the third quarter
2009 amounts primarily reflect interest expenseuatcapital markets business. See—Liquidity—Souofg3ash."

Economic Net Income (Loss)

Economic net income in our Capital Marlkatsl Principal Activities segment was $129.7 millfonthe three months ended
September 30, 2010, an increase of $124.8 milasrgompared to economic net income of $4.9 miliarrthe three months ended
September 30, 2009. The increase in investmentrieas described above was the main contributdretincrease in economic net income.

Nine months ended September 30, 2010 comparedrie months ended September 30, 2!
Fees

Fees in our Capital Markets and Principetiities segment were $58.7 million for the ninenths ended September 30, 2010, an
increase of $44.1 million from $14.6 million foretmine months
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ended September 30, 2009. The increase was duencraase in the number of capital markets traisaeduring the period. We completed
38 capital markets transactions during the ninethroanded September 30, 2010, as compared tosattions during the nine months ended
September 30, 2009. While each of the capital martkansactions that we undertake in this segnsesgparately negotiated, our fee rates are
generally higher with respect to underwriting tHiieiongs of equity securities than with respecthe issuance of debt securities, and the
amount of fees that we collect for like transacsigenerally correlates with overall transactioesiZur capital markets business is deper

on the overall capital markets environment, whi&mfluenced by equity prices, credit spreads aidtiity.

Expenses

Expenses were $17.4 million for the ninenths ended September 30, 2010, an increase oh$bién, or 48.1%, from the nine months
ended September 30, 2009. The majority of the asravas comprised of a $3.5 million increase inleyge compensation and benefits
expense resulting from an increase in salariesaaodied bonuses in the nine month period endeg®éetr 30, 2010 in connection with
increased fees when compared to the prior penpdddition, other operating expenses increase®tlyillion primarily as a result of higk
professional fees and administrative costs reguftiom the increase in capital markets activity.

Fee Related Earnings

Due primarily to the increases in fees dbed above, fee related earnings in our Capitalkdels and Principal Activities segment were
$41.4 million for the nine months ended SeptemiBe2B810, an increase of $38.5 million, as comp#rdde related earnings of $2.8 million
during the nine months ended September 30, 2009.

Investment |ncome (Loss)

Investment income was $820.7 million fag thine months ended September 30, 2010, an incoé&823.9 million as compared to an
investment loss of $3.2 million for the nine monémsled September 30, 2009. The year to date 20@Qramprimarily reflect $750.4 million
of net unrealized gains, $129.9 million of divideandome, $2.4 million of net interest income an@ $6million of net realized losses. The net
unrealized gains were comprised of $598.8 millibnet unrealized appreciation of private equityestments and $151.6 million of net
appreciation of other investments (total net urnized| gains included reversals of previously recdrderealized depreciation of $111.2 mill
related to the sale and write-off of investmeni&t realized losses were comprised of $70.0 milibrealized gains from the sale of certain
private equity investments, and $132.0 million lbvesn the sale and write-off of other investmeritise year to date 2009 amounts did not
include the results of the assets acquired from KiREe the Transactions were completed on Octop20d9. Accordingly, the year to date
2009 amounts primarily reflect interest expenseuatcapital markets business. See—Liquidity—Souofg3ash."
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Segment Partners' Capite
The following table presents our segmeaeshent of financial condition as of September281,0:

As of September 30, 2010
Capital Markets and

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

Cash and Cash
Equivalents $ 284,57. $ 15,14¢ $ 772,71¢ $  1,072,43
Investment: — — 4,520,46: 4,520,46:
Unrealized Carn 378,50( 1,551 — 380,05
Other Asset: 139,84° 50,44( 28,51¢ 218,80t
Total Assets $ 802,91¢ $ 67,14( $ 5,321,70; $ 6,191,76!
Debt Obligation:s $ — % — 3 759,78¢ $ 759,78t
Other Liabilities 148,41¢ 14,59: 40,80: 203,81
Total Liabilities 148,41¢ 14,59: 800,59( 963,60(
Noncontrolling Interest (1,810 844 20,59( 19,62¢
Partners' Capite $ 656,30¢ $ 51,70f $ 4,500,52. $  5,208,53

Total Reportable Segments Partners' Capita  $ 5,208,53!

Certain Equit-Based Compensatic 702
Total KKR Group Partnerships Partners'
Capital 5,209,23!
Cumulative Non€ash Equity Contributior
Allocable to KKR Holdings (1,283,15)
Cumulative Distributions from KKR Grou
Partnership: 367,95:
Total Partners' Capital Allocable to Equity
Holders 4,294,03
KKR & Co. L.P. Interest in KKR Group
Partnership: 30%
Subtotal 1,288,211
Impact of Income Taxes on KKR
Management Holdings Corp. Equ (71,459

Cumulative Distributions Received by
KKR & Co. from KKR Group
Partnership: (109,570

Total KKR & Co. L.P. Partners' Capital $ 1,107,18
Liquidity

We have managed our historical liquidity @apital requirements by focusing on our cash sltefore the consolidation of our funds
and the effect of normal changes in short termtass® liabilities, which we anticipate will be #ed for cash within one year. Our primary
cash flow activities on an unconsolidated basislve. (i) generating cash flow from operations) ¢ienerating income from investment
activities; (i) funding capital commitments thae have made to our funds; (iv) funding our growikiatives; (v) distributing cash flow to
our owners; and (vi) borrowings and repayments uodedit agreements and other borrowing arrangesnéist of September 30, 2010, we
had an available cash balance of approximately Billidn.
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Sources of Casl

Our principal source of cash consists shcand cash equivalents contributed to the KKR @iartnerships as part of the Transactions.
We will also receive cash from time to time fron):qur operating activities, including the feesreat from our funds, managed accounts,
portfolio companies, capital markets transactiams ather investment products; (ii) realizationscarried interest from our investment funds;
(iii) realizations from principal investments; afid) borrowings under our credit facilities and etlborrowing arrangements described below.

Carried interest is distributed to the gahpartner of a vehicle with a clawback or neslebharing provision only after all of the
following are met: (i) a realization event has ated (e.g., sale of a portfolio company, divideett,); (ii) the vehicle has achieved positive
overall investment returns since its inception; @iidall of the cost has been returned to investwith respect to investments with a fair ve
below remaining cost.

We have access to funding under variouditcfacilities and other borrowing arrangementd the have entered into with major financ
institutions or which we receive from the capitadnkets. The following is a summary of the princifgins of these facilities and other
borrowing arrangements:

. In February 2008, the management company for duaterequity funds entered into a credit agreemétiit a major financial
institution providing for revolving borrowings opuo $1.0 billion with a $50.0 million sublimit fawingline notes and a
$25.0 million sublimit for letters of credit refex to as our "Corporate Credit Agreement”. The Gxaie Credit Agreement
a term of five years that expires on February 2432 As of September 30, 2010, $98.0 million wastamding under this
facility and the interest rate on such borrowingswapproximately 1.0% as of September 30, 2010.

. In February 2008, the holding company for our apritarkets business entered into a credit agreewiémta major financial
institution referred to as our "KCM Credit AgreertielThe KCM Credit Agreement provides for revolvibgrrowings of up to
$500.0 million. This facility has a term of five ais that expires in February 2013. As of SepterBbeP010, there were no
borrowings outstanding under this agreement. Bamgsvunder this facility may only be used for oapital markets business.

. In June 2007, KPE's investment partnership enteted five-year revolving credit agreement withyadicate of lenders
referred to as our "Principal Credit Agreement"eRrincipal Credit Agreement provides for up to %@2million of senior
secured credit, subject to availability under artwaing base determined by the value of certainstments pledged as
collateral security for obligations under the agneat. The borrowing base is subject to certainstment concentration
limitations and the value of the investments cauastig the borrowing base is subject to certainaade rates based on type of
investment. In September 2009, a wholly owned slidasi of KKR assumed $65.0 million of commitmerdshe Principal
Credit Agreement from one of the lenders undeatfreement. This transaction effectively reduced kkdrailability under
the Principal Credit Agreement to $860.0 millionanonsolidated basis. As of September 30, 20&0nterest rates on
borrowings under the credit agreement ranged fr@%o 1.3% and we had $163.9 million of borrowingsstanding.

. On September 29, 2010, KKR Group Finance Co. LIb@ {tssuer"), a subsidiary of KKR Management HoiditCorp. and
indirect subsidiary of the Partnership, issued $5l0on aggregate principal amount of 6.375% Seotes (the "Senior
Notes"), which were issued at a price of 99.584%e Fenior Notes are unsecured and unsubordinaligétiins of the Issuer
and will mature on September 29, 2020, unlessezaddeemed or repurchased. The Senior Notes lyeaifid unconditionally
guaranteed, jointly and severally, by KKR & Co. Land the KKR Group Partnerships. The guaranteearsecured and
unsubordinated obligations
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of the guarantors. The Senior Notes bear intetestate of 6.375% per annum, accruing from Septzr@®, 2010.

From time to time, we may borrow amountsatisfy general short-term needs of our busings¥pkning short-term lines of credit with
established financial institutions. These amourgsganerally repaid within 30 days, at which timersshort-term lines of credit would close.
There were no such borrowings as of September@).2

Liquidity Needs

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

The agreements governing our active investrfunds generally require the general partneteefunds to make minimum capital
commitments to the funds, which usually range f&2¥nto 4% of a fund's total capital commitmentsiméalfclosing. In addition, as a result of
the Transactions, we are responsible for the ued@bmmitments once attributable to KPE's investrpartnership as a partner in our private
equity funds. The following table presents our Ulecacommitments to our active investment fundsfaSeptember 30, 2010:

Uncalled
Commitments

Private Markets

2006 Func $ 438,90
European Fund I 399,15(
Asian Func 145,32:
Infrastructure Funi 50,00(
E2 Investors (Annex Funt 30,83
Natural Resources 7,50(C
Other Private Markets Commitmer 532
Total Private Markets Commitmer 1,072,24
Public Markets
Mezzanine Funi 42,10(
Capital Solutions Vehicle 15,10(
Total Public Markets Commitmen 57,20(
Total Uncalled Commitmen $ 1,129.,44

Historically, we have funded commitmentshadash from operations that otherwise would b#ibiged to our principals. We expect to
fund future commitments with available cash, prasegieom realizations of principal assets and offoerrces of liquidity available to us.
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We and our intermediate holding compangxable corporation for U.S. federal income taxgoses, may be required to acquire KKR
Group Partnership Units from time to time pursuanur exchange agreement with KKR Holdings. KKRndgement Holdings L.P. made
an election under Section 754 of the Internal RaeeDode that will remain in effect for each taxafar in which an exchange of KKR
Group Partnership Units for common units occurdctvimay result in an increase in our intermediatieling company's share of the tax b
of the assets of the KKR Group Partnerships atithe of an exchange of KKR Group Partnership Uriitsctain of these exchanges are
expected to result in an increase in our interntedialding company's share of the tax basis ofahgible and intangible assets of the KKR
Group Partnerships, primarily attributable to atipor of the goodwill inherent in our business, thatuld not otherwise have been available.
This increase in tax basis may increase depreniatial amortization deductions for tax purposesthecdefore reduce the amount of income
tax our intermediate holding company would otheewie required to pay in the future. This increasiax basis may also decrease gain (or
increase loss) on future dispositions of certapitahassets to the extent tax basis is allocai¢tidse capital 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 Partngydbinits 85% of the amount of cash savings, if amy).S. federal, state and local income
tax that the intermediate holding company actuadglizes as a result of this increase in tax basisyell as 85% of the amount of any such
savings the intermediate holding company actualifizes as a result of increases in tax basistisg due to future payments under the
agreement. A termination of the agreement or agéaf control could give rise to similar paymengsdd on tax savings that we would be
deemed to realize in connection with such everigs payment obligation is an obligation of our imbediate holding company and not of
either KKR Group Partnership. As such, the castridigions to common unitholders may vary from tesklof KKR Group Partnership Units
(held by KKR Holdings and others) to the extentmpants are made under the tax receivable agreetioesedling holders of KKR Group
Partnership Units. As the payments reflect actaakavings received by KKR entities, there may bmang difference between the tax
savings received by KKR entities and the cash payste selling holders of KKR Group Partnershiptgni

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

We intend to make quarterly cash distritmgiin amounts that in the aggregate are expeateahistitute substantially all of the cash
earnings of our asset management business eachyearess of amounts determined by KKR to be resargsor appropriate to provide for
the conduct of our business, to make appropriatestments in our business and our investment fand€o comply with applicable law and
any of our debt instruments or other agreementR Ifiies not intend to distribute gains on principaéstments, other than certain tax
distributions, if any, to the extent that distriloumis for the relevant tax year were otherwise ifisight to cover certain tax liabilities of our
partners, as calculated by KKR. When KKR & Co. liéteives distributions from the KKR Group Parthgrs, KKR Holdings receives its
pro rata share of such distributions from the KKR@ Partnerships. For the purposes of KKR's tistion policy, our distributions are
expected to consist of an amount consisting dFRIE, (ii) carry distributions received from KKRtsv/estment funds which have not been
allocated as part of our carry pool, and (iii) a@rttax distributions, if any. This amount is exjgecto be reduced by (i) corporate and
applicable local taxes if any, (ii) noncontrollingerests, and (iii) amounts determined by KKR ¢onecessary or appropriate for the conduct
of our business and other matters as discusseeabov

The declaration and payment of any distidns are subject to the discretion of the boardigctors of the general partner of
KKR & Co. L.P. and the terms of its limited partsleip agreement.
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There can be no assurance that distributions withlade as intended or at all or that such distdbatwill be sufficient to pay any particular
KKR & Co. L.P. unitholder's actual U.S. or non-Ut&x liability.

Contractual Obligations, Commitments and Contingées on an Unconsolidated Basis

In the ordinary course of business, werente contractual arrangements that may requiteréucash payments. The following table sets
forth information relating to anticipated futuresbgpayments as of September 30, 2010 on an unddetsal basis.

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

Uncalled commitments to investmu

funds(1) $ 1,129« $ — 3 — 8 — $ 1,129.
Debt payment obligations(: — 261.¢ — 500.( 761.¢
Interest obligations on debt( 43.2 66.5 63.¢ 159.t 333.(
Lease obligation 24.1 48.€ 43.€ 80.t 196.¢
Total $ 1,196.° $ 377.C $ 107<4 $ 740.C $ 2,421.

(1) These uncalled commitments represent amounts caethtiy us to fund a portion of the purchase preid for each
investment made by our investment funds. Becausitat@ontributions are due on demand, the abowentitments
have been presented as falling due within one yé@anever, given the size of such commitments apddtes at which
our investment funds make investments, we expetthie capital commitments presented above witldiked over a
period of several years.

2 Subsequent to September 30, 2010, $154.1 millimutstanding borrowings was repaid under the réngleredit
facility using a portion of the proceeds from thenf®r Notes offering. Amount for Senior Notes offfigris presented
gross of unamortized discount.

(3) These interest obligations on debt represent ewtihriaterest to be paid over the maturity of tHatesl debt obligation,
which has been calculated assuming no prepaymentaade and the related debt is held until itdl fimaturity date.
Future interest rates have been calculated usteg na effect as of September 30, 2010, includivity variable and
fixed rates provided for by the relevant debt agrerts. The amounts presented above include acornazdst on
outstanding indebtedne

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

The partnership documents governing owapei equity funds generally include a "clawbacldvision that, if triggered, may give rise
a contingent obligation that may require the gelnmaener to return amounts to the fund for disttibn to investors at the end of the life of
the fund. The terms of the Transactions requiredbaprincipals remain responsible for any clawbabligation relating to carry distributio
received prior to the Transactions up to a maxinofi$223.6 million. Carry distributions arising selggient to the Transactions may give rise
to clawback obligations that will be allocated gexlg to carry pool participants and the KKR Grdeartnerships in accordance with the
terms of the instruments governing the KKR Groupriaships. As of September 30, 2010, assumingathapplicable private equity funds
were liquidated at no value, the amount of carii¢erest distributed that would be subject to thévback provision would be
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$686.8 million, of which $463.2 million would be tm@ by KKR and $223.6 million would be borne by puncipals. Had the investments in
such funds been liquidated at their September @D) 2air values, the clawback obligation would haeen $61.5 million, of which
$55.9 million would be borne by our principals &%16 million would be borne by noncontrolling irgst holders.

The instruments governing certain of ouvate equity funds may also include a "net lossiglggorovision," that, if triggered, may give
rise to a contingent obligation that may requir gleneral partners to contribute capital to thel foo fund 20% of the net losses on
investments attributed to the limited partnersuafrsfund. In connection with the "net loss shagngvisions," certain of our private equity
vehicles allocate a greater share of their investriosses to us relative to the amounts contribbieds to those vehicles. In these vehicles,
such losses would be required to be paid by usedimited partners in those vehicles in the ewérat liquidation of the fund regardless of
whether any carried interest had been previoustyiduted. Based on the fair market values as pfe®eber 30, 2010, there would be zero
contingent repayment obligation. If the vehicleseviégquidated at zero value, the contingent repaytrobligation would have been
approximately $1,084.5 million as of SeptemberZi,0.

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

Contractual Obligations, Commitments and Contingeées on a Consolidated Basis

In the ordinary course of business, we @mdconsolidated funds enter into contractual ayeaments that may require future cash
payments. The following table sets forth informatrelating to anticipated future cash paymentsf &eptember 30, 2010. This table differs
from the table presented above which sets forttractual commitments on an unconsolidated basmipally because this table includes the
obligations of our consolidated funds.

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

Uncalled commitments to

investment funds(1 $ 13,750.¢ $ — 9 — 3 — $ 13,750.¢
Debt payment obligations(: 171.¢ 261.¢ 807.2 500.( 1,740.¢
Interest obligations on debt( 54.t 101.C 190.: 159.t 505.3
Lease obligation 24.1 48.€ 43.€ 80.t 196.¢
Total $ 14,000 $ 4112 $ 1,041 $ 740.C $ 16,193.

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

(2)  Certain of our consolidated fund investment velsitlave entered into financing arrangements in adiorewith
specific investments with the objective of enhagdaieturns. Such financing arrangements include $78lion of
financing provided through total return swaps ah822 million of financing provided through a teloan and
revolving credit facility. These financing arrangems have been entered into with the objectivenbfacing returns
and are not direct obligations of the general gastof our private equity funds or our managemeniganies.
Subsequent to September 30, 2010, $154.1 milliautstanding borrowings wi
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repaid under the revolving credit facility usingartion of the proceeds from the Senior Notes afterAmount for
Senior Notes offering is presented gross of unaeemttdiscount.

(3) These interest obligations on debt represent ewtihriaterest to be paid over the maturity of tHatesl debt obligation,
which has been calculated assuming no prepaymentaade and the related debt is held until itdl fimaturity date.
Future interest rates have been calculated usteg na effect as of September 30, 2010, includioity variable and
fixed rates provided for by the relevant debt agrerts. The amounts presented above include acornezdst on
outstanding indebtedne

Off Balance Sheet Arrangements

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

Consolidated Statement of Cash Flows

The accompanying consolidated and combstetments of cash flows include the cash flonsuofconsolidated funds despite the fact
that we have only a minority economic interestiose funds. The assets of consolidated funds,gross basis, are substantially larger than
the assets of our business and, accordingly, haubstantial effect on the cash flows reflecteduncombined statements of cash flows. The
primary cash flow activities of our consolidateddis involve: (i) raising capital from fund invesdp(ii) using the capital of fund investors to
make investments; (iii) financing certain investitsanith indebtedness; (iv) generating cash flowsugh the realization of investments; and
(v) distributing cash flows from the realizationinf’estments to fund investors. Because our cotai@d funds are treated as investment
companies for accounting purposes, these cashdiloaunts are included in our cash flows from openrti

Net Cash Provided by (Used in) Operating Activities

Our net cash provided by (used in) opegadictivities was $1.2 billion and $(0.7) billionrihg the nine months ended September 30,
2010 and 2009, respectively. These amounts priynadluded: (i) proceeds from sales of investmetisof purchases of investments by our
funds of $0.6 billion, and $(1.3) billion duringemine months ended September 30, 2010 and 2G®atévely; (i) net realized gains
(losses) on investments of $1.5 billion and $(®@i#ljon during the nine months ended Septembe28Q0 and 2009, respectively; and
(iii) change in unrealized gains on investment$28 billion and $5.9 billion during the nine mosthnded September 30, 2010 and 2009,
respectively. These amounts are reflected as opgrattivities in accordance with investment compaocounting.

Net Cash Provided by (Used in) Investing Activities

Our net cash provided by (used in) invegtntivities was $15.3 million and $(8.6) millionring the nine months ended September 30,
2010 and 2009, respectively. Our investing ac#sifincluded the purchases of furniture, equipmedtleasehold improvements of
$7.4 million and $16.7 million, as well as a desee@n restricted cash and cash equivalents thapity funds collateral requirements of
$22.8 million and $8.1 million during the nine mbatended September 30, 2010 and 2009, respectively.

Net Cash Provided by (Used in) Financing Activities

Our net cash (used in) provided by finag@utivities was $(0.7) billion and $0.8 billionrihg the nine months ended September 30,
2010 and 2009, respectively. Our financing actgitprimarily included: (i) distributions net of dabutions, made to noncontrolling interests,
of $0.3 billion and $(0.9) billion during the nimeonths ended September 30, 2010 and 2009, resplgciiv) net proceeds received net of
repayment of debt obligations of $(0.3) billion &8 million during the nine months ended Septer3Be 2010 and 2009, respectively; and
(i) distributions net of
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contributions to our equity holders of $60.5 mitliand $175.6 million during the nine months endegt&mber 30, 2010 and 2009,
respectively.

Critical Accounting Policies

The preparation of our consolidated andliaed financial statements in accordance with GAAdiires our management to make
estimates and judgments that affect the reportezbata of assets and liabilities, disclosure of tw@nt assets and liabilities, and reported
amounts of fees, expenses and investment incoman@uagement bases these estimates and judgmeansitable information, historical
experience and other assumptions that we beli@vesasonable under the circumstances. Howeveg dsgnates, judgments and
assumptions are often subjective and may be imgaetgatively based on changing circumstances orgdsain our analyses. If actual
amounts are ultimately different from those estadajudged or assumed, revisions are includedarcéimsolidated and combined financial
statements in the period in which the actual anmbatome known. We believe the following criticet@unting policies could potentially
produce materially different results if we werectange underlying estimates, judgments or assungptRiease see the notes to the
consolidated and combined financial statementsided elsewhere in this Quarterly Report on Forn@Q1for further detail regarding our
critical accounting policies.

Principles of Consolidatior

Our policy is to consolidate (i) those gafi in which we hold a majority voting interestt@ve majority ownership and control over
significant operating, financial and investing dions of the entity including those KKR funds inieththe general partner is presumed to
have control or (ii) entities determined to be &hle interest entities ("VIEs") for which we arens@ered the primary beneficiary.

The majority of the entities consolidatgdus are comprised of: (i) those entities in whighhave majority ownership and have control
over significant operating, financial and investagrisions and (ii) the consolidated KKR funds, ehhdire those entities in which we hold
substantive, controlling general partner or manggiember interests. With respect to the consolitlEt€R funds, we generally have
operational discretion and control, and limitedtpars have no substantive rights to impact onggmgernance and operating activities of the
fund.

The consolidated KKR funds do not consaédaeir majority-owned and controlled investmentportfolio companies. Rather, those
investments are accounted for as investments 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 ashBabilities, revenues, expenses, investmentrireeand cash flows of the consolidated k
funds on a gross basis, and the majority of the@euc interests in those funds, which are heldhirgtparty investors, are attributed to
noncontrolling interests in the accompanying cadstéd and combined financial statements. Subsignéill of the management fees and
certain other amounts earned by us from those farglgliminated in consolidation. However, becahsesliminated amounts are earned
from, and funded by, noncontrolling interests, attributable share of the net income from thosel$us increased by the amounts elimina
Accordingly, the elimination in consolidation ofduamounts has no effect on net income (losshattable to KKR or KKR's partners'
capital.

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

Our consolidated funds are treated as tnv&st companies under investment company accougtiance for the purposes of GAAP
and, as a result, reflect their investments orctimsolidated and
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combined statement of financial condition at faitue, with unrealized gains or losses resultingifahanges in fair value reflected as a
component of investment income in the consolidated combined statements of operations. We havmeet#he specialized accounting of
the consolidated funds.

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

Investments measured and reported at #irevare classified and disclosed in one of theviohg categories:

Level —Quoted prices are available inaetinarkets for identical investments as of the mépg date. The type of investments
included in Level | include publicly listed equii@nd publicly listed derivatives. In addition, getes sold, but not yet purchased and
call options are included in Level I. We do notusdjthe quoted price for these investments, eveituations where we hold a large
position and a sale could reasonably affect theeguprice. We classified 23% of total investmen&asured and reported at fair value
as Level | at September 30, 2010.

Level IlI—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 thhotige use of models or other valuation methodokdrecertain cases, debt and
equity securities are valued on the basis of pfic@a an orderly transaction between market paugicts provided by reputable deal
or pricing services. In determining the value giaaticular investment, pricing services may us¢agelinformation with respect to
transactions in such investments, quotations frealats, pricing matrices, market transactions mgmgarable investments and various
relationships between investments. Investmentsiwduie generally included in this category includgporate bonds and loans,
convertible debt indexed to publicly listed sedastand certain over-the-counter derivatives. Véssified 8% of total investments
measured and reported at fair value as LevelSleqattember 30, 2010.

Level lll—Pricing inputs are unobservahbe the investment and include situations whereetletittle, if any, market activity for
the investment. The inputs into the determinatibfaio value require significant management judgtr@restimation. Investments that
are included in this category generally includegte portfolio companies held through our privajeigy funds. We classified 69% of
total investments measured and reported at fairevas Level 1l at September 30, 2010. The valuatioour Level 11l investments at
September 30, 2010 represents management's besdtestf the amounts that we would anticipate e@adi on the sale of these
investments at such date.

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

When determining fair values of investmenis use the last reported market price as oftdtersent of financial condition date for
investments that have readily observable markeeprilf no sales occurred on such day, we usebitg fJrice at the close of business on that
date and, if sold short, the "asked" price at tbsecof business on that date day. Forward costaret valued based on market rates or prices
obtained from recognized financial data servicevigiers.
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The majority of our private equity invesmeare valued utilizing unobservable pricing ipdManagement's determination of fair value
is based upon the best information available fgivan circumstance and may incorporate assumpti@atsaare management's best estimates
after consideration of a variety of internal andeexal factors. We generally employ two valuatiogtihodologies when determining the fair
value of a private equity investment. The first heetology is typically a market multiples approakhttconsiders a specified financial
measure (such as EBITDA) and recent public mankétpivate transactions and other available meadorevaluing comparable companies.
Other factors such as the applicability of a cdrgremium or illiquidity discount, the presencesignificant unconsolidated assets and
liabilities and any favorable or unfavorable taixiatites are also considered in arriving at a mamkatiples valuation. The second
methodology utilized is typically a discounted célslv approach. In this approach, we incorporagmisicant assumptions and judgments in
determining the most likely buyer, or market pap@nt for a hypothetical sale, which might incluadeinitial public offering, private equity
investor, strategic buyer or a transaction consuradntnrough a combination of any of the above.ristes of assumed growth rates, terminal
values, discount rates, capital structure and ddetors are employed in this approach. The ultinfair value recorded for a particular
investment will generally be within the range sugigd by the two methodologies, adjusted for isselased to achieving liquidity including
size, registration process, corporate governamaetste, timing, an initial public offering discouand other factors, if applicable. As
discussed above, we utilize several unobservaidmgrinputs and assumptions in determining thevfalue of our private equity investmel
These unobservable pricing inputs and assumpti@ysdiffer by investment and in the application af @aluation methodologies. Our
reported fair value estimates could vary materidillye had chosen to incorporate different unobabl pricing inputs and other assumptic

Approximately 23%, or $7.6 billion, and 2386 $6.6 billion, of the value of our investmentsre valued using quoted market prices,
which have not been adjusted, as of September(@® &nd December 31, 2009, respectively.

Approximately 77%, or $25.5 billion, and%7or $22.4 billion, of the value of our investmemtere valued in the absence of readily
observable market prices as of September 30, 20d @acember 31, 2009, respectively. The majoritthebe investments were valued using
internal models with significant unobservable maparameters and our determinations of the fainesbf these investments may differ
materially from the values that would have resuifedadily observable market prices had existeddifional external factors may cause tr
values, and the values of investments for whickitg@bservable market prices exist, to increasdemrease over time, which may create
volatility in our earnings and the amounts of asseid partners' capital that we report from timente.

Our calculations of the fair values of jatiw company investments were reviewed by an indkpervaluation firm, who provided third-
party valuation assistance to us, which consistegbitain limited procedures that we identified aaduested it to perform. Upon completion
of such limited procedures, they concluded thafalvevalue, as determined by us, of those investsisubjected to their limited procedures
did not appear to be unreasonable. The limitedguoes did not involve an audit, review, compilatéy any other form of examination or
attestation under generally accepted auditing staisd The general partners of our funds are refilerfer determining the fair value of
investments in good faith, and the limited procedyserformed by an independent valuation firm appementary to the inquiries and
procedures that the general partner of each furehjisired to undertake to determine the fair valithe investments.
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Changes in the fair value of the investra@ftour consolidated private equity funds may iotfle net gains (losses) from investment
activities of our private equity funds as describeder "—Key Financial Measures—Investment Incobtes§)—Net Gains (Losses) from
Investment Activities." Based on the investmentswf private equity funds as of September 30, 20K0estimate that an immediate 10%
decrease in the fair value of the funds' investsigenerally would result in a 10% immediate changeet gains (losses) from the funds'
investment activities (including carried interedtem applicable), regardless of whether the investiwas valued using observable market
prices or management estimates with significanbsaovable pricing inputs. However, we estimatengact that the consequential decrease
in investment income would have on net incomelattable to KKR would be significantly less than #ireount described above, given that a
majority of the change in fair value would be #ititiable to noncontrolling interests.

Substantially all of the value of the intrasnts in our consolidated fixed income funds wetkeed using observable market parameters,
which may include quoted market prices, as of Sepex 30, 2010 and December 31, 2009. Quoted marioets, when used, are not
adjusted.

Revenue Recognitio

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

KKR's private equity funds require the mgerment company to refund up to 20% of any cash gemnant fees earned from limited
partners in the event that the funds recognizeréedainterest. At such time as the fund recognaearried interest in an amount sufficient to
cover 20% of the management fees earned or a pdh@veof, a liability to the fund's limited partaés recorded and revenue is reduced for
the amount of the carried interest recognizedimeiceed 20% of the management fees earned. Bspgiémber 30, 2010, the amount sul
to refund for which no liability has been recordgabroximates $67.8 million as a result of certaimds not yet recognizing sufficient carried
interests. The refunds to the limited partnerspaiid, and the liabilities relieved, at such timattthe underlying investments are sold and the
associated carried interests are realized. Invbatehat a fund's carried interest is not suffiti® cover all or a portion of the amount that
represents 20% of the earned management fees féeesserould not be returned to the funds' limitadners, in accordance with the
respective fund agreements.

Recognition of Investment Incom

Investment income consists primarily of timeealized and realized gains (losses) on invagBi{@cluding the impacts of foreign
currency on non-dollar denominated investmentsjddind and interest income received from investsiant interest expense incurred in
connection with investment activities. Unrealizexdng or losses result from changes in the fairezafuour funds' investments during a period
as well as the reversal of unrealized gains orel#s connection with realization events. Upon dsfoon of an investment, previously
recognized unrealized gains or losses are revarsgé corresponding realized gain or loss is reizednn the current period. While this
reversal generally does not significantly impaet tlet amounts of gains (losses) that we recognize iinvestment activities, it affects the
manner in which we classify our gains and lossesdporting purposes.
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Due to the consolidation of the majorityonfr funds, the share of our funds' investmentrimedhat is allocable to our carried interests
and capital investments is not shown in the codatdid and combined financial statements. Instéadnvestment income that KKR retains
in its net income, after allocating amounts to rmmlling interests, represents the portion ofriteestment income that is allocable to us.
Because the substantial majority of our funds aresolidated and because we hold only a minorityesoc interest in our funds'
investments, our share of the investment incomergaed by our funds' investment activities is digantly less than the total amount of
investment income presented in its consolidatedcantbined financial statements.

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

Recognition of Carried Interests in Statement of €ptions

Carried interests entitle the general garof a fund to a greater allocable share of tihel'Biearnings from investments relative to the
capital contributed by the general partner andespondingly reduce noncontrolling interests' attidble share of those earnings. Amounts
earned pursuant to carried interests in the KKRIi$uere included as investment income in Net Gadinsdes) from Investment Activities and
are earned by the general partner of those funttetextent that cumulative investment returngoasgtive. If these investment returns
decrease or turn negative in subsequent periotisgmnized carried interest will be reduced and oédleé as investment losses. Carried interest
is recognized based on the contractual formuléost#t in the instruments governing the fund asé fund was terminated at the reporting
with the then estimated fair values of the investtaeealized. Due to the extended durations ofpowate equity funds, management believes
that this approach results in income recognitiai test reflects our periodic performance in theagament of those funds.

The instruments governing our private ggfiihds generally include a "clawback" or, in certastances, a "net loss sharing"” provision
that, if triggered, may give rise to a contingebligation that may require the general partneetam or contribute amounts to the fund for
distribution to investors at the end of the lifetloé fund.

Clawback Provision

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

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

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

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

Recent Accounting Pronouncements

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

(b) the reporting entity does not have explicitroplicit obligations to fund any losses of the gnthat could potentially be significant to the
entity, and (c) the entity is not a securitizatenity, asset-backed financing entity or an erttigt was formerly considered a qualifying
specialpurpose entity. The reporting entity is requireghénform a consolidation analysis for entities tipadlify for the deferral in accordar
with previously issued guidance on VIEs. Priorhte tevision of the consolidation rules, KKR condated a substantial majority of its
investment vehicles except for KKR Strategic Cdfiteerseas Fund Ltd., KFN, KKR Index Fund InvesttsdnP., carry co-investment
vehicles and 8 North America Investor L.P. Withpest to the unconsolidated investment vehiclesetentities have qualified for the
deferral of the revised consolidation rules andcihvesolidation analysis was based on the previonsalidation rules. In addition, in
connection with the adoption of the new consolmfatiules, KKR considered whether it was appropriateonsolidate five structured finance
vehicle subsidiaries of KFN. With respect to theréties, the primary beneficiary was determinetdéd<FN, because KFN has the power to
direct the activities that most significantly imp#étese entities’ economic performance and KFNolods the obligation to absorb losses of
these entities and the right to receive benefimfthese entities that could potentially be sigaifit to these entities. See Note 11, "Related
Party Transactions" for financial information relatto KFN. Accordingly, the revised consolidatioes have not resulted in the
consolidation or deconsolidation of any entities.g\result, KKR consolidates the same entities betbre and after adopting these new rt

The revised guidance also enhances théodige requirements for a reporting entity's ineshent with VIES, including presentation on
the consolidated statements of financial conditibassets and liabilities of consolidated VIEs whiceet the separate presentation criteria
and disclosure of assets and liabilities recogniagle consolidated statements of financial caodiand the maximum exposure to loss for
those VIEs in which a reporting entity is deterntgine not be the primary beneficiary but in whichdis a variable interest.

In January 2010, the FASB issued guidamcenproving disclosures about fair value measurdmérhe guidance requires additional
disclosure on transfers in and out of Levels | And
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fair value measurements in the fair value hieramg the reasons for such transfers. In additmmfagfir value measurements using signific
unobservable inputs (Level 1l1), the reconciliatiohbeginning and ending balances shall be predemia gross basis, with separate
disclosure of gross purchases, sales, issuancesetttements and transfers in and transfers ouéeél Ill. The new guidance also requires
enhanced disclosures on the fair value hierarchijsaggregate disclosures by each class of agsigaailities. In addition, an entity is
required to provide further disclosures on valuatechniques and inputs used to measure fair fatuair value measurements that fall in
either Level Il or Level Ill. The guidance is effae for interim and annual periods beginning afdecember 15, 2009, except for the
disclosures about purchases, sales, issuancesetitaents in the roll forward of activity in Ldv# fair value measurements, which are
effective for fiscal years beginning after Decembgyr2010. KKR adopted the guidance, excluding#eenciliation of Level Il activity. As
the guidance is limited to enhanced disclosuresptah did not have an impact on KKR's financiatsments.

ltem 3. Quantitative and Qualitative Disclosures About MakRisk

There have been no material changes imtbemation about market risk set forth in our grestus dated October 1, 2010 filed with the
Securities and Exchange Commission on OctoberH).20

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Pradgres: We maintain disclosure controls and procedassuch term is defined in
Rules 13a-15(e) and 15d-15(e) under the Exchangeti#at are designed to ensure that the informatiguired to be disclosed by us in the
reports filed or submitted by us under the Exchalgtes recorded, processed, summarized and rapuiithin the time periods specified in
the SEC's rules and forms and such informatiordsimulated and communicated to management, ingutiim Co-Chief Executive Officers
and the Chief Financial Officer, as appropriategltow timely decisions regarding required discl@siAny controls and procedures, no me
how well designed and operated, can provide ordgarable assurances of achieving the desired tantro

As of September 30, 2010, we carried out\aluation, under the supervision and with theigipation of our management, including
the Co-Chief Executive Officers and the Chief FitiahOfficer, of the effectiveness of the desigul aperation of our disclosure controls and
procedures. Based upon that evaluation, our CofExiecutive Officers and Chief Financial Officendeaconcluded that, as of September 30,
2010, our disclosure controls and procedures wigeetive to accomplish their objectives at the mrable assurance level.

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

The section entitled "Litigation" appearingNote 13 "Commitments and Contingencies" of finaincial statements included elsewhere
in this report is incorporated herein by reference.

ITEM 1A. Risk Factors

For a discussion of our potential risks andertainties, see the information under the meatRisk Factors" in our prospectus dated
October 1, 2010, filed with the SEC on October@L® which is accessible on the Securities and &xgh Commission's website at
www.sec.gov. There have been no material changthetosk factors disclosed in the prospectus. ¢to@er 2010, the EU Council of
Ministers adopted a position on the proposed E¥ctive on alternative investment fund managerschvis subject to approval by the
European Parliament. The Council also adopted ARWhich will be effective as of January 2011.

ITEM 2.  Unregistered Sales of Equity Securities and UsdPobceeds

On October 1, 2010, we granted 10,000iotstt equity units to each of the three independesttors of our general partner, KKR
Management LLC, as director compensation. Theiogstr equity units were granted under the KKR & C#. 2010 Equity Incentive Plan
and will vest on October 1, 2011 so long as thgreet continues to serve as a director of our gangartner. The restricted equity units will
also vest upon (i) the recipient's death or permidisability or (i) a Change in Control as definia the KKR & Co. L.P. 2010 Equity
Incentive Plan. We will deliver to the recipienteocommon unit of KKR & Co. L.P. for each vestedniesed equity unit. The issuance was
exempt from registration pursuant to Section 4{2he Securities Act of 1933 and the rules and lagns promulgated thereunder.

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

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

KKR & CO. L.P.

By: KKR Management LLC
Its General Partne

By: s/ WILLIAM J. JANETSCHEK

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

DATE: November 9, 2010
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INDEX TO EXHIBITS

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

Exhibit No.

Description of Exhibit

3.1

3.2

3.3

3.4

41

4.2

10.1

10.2

31.1

31.2

31.:

32.1

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

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

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

Amended and Restated Agreement of Limited Liabiligmpany Agreement of KKR
Management LLC, dated July 14, 2010, by and ambegrtembers party thereto
(incorporated by reference to Exhibit 3.2 to thgiReant's Current Report on Fornkg-
filed on July 20, 2010

Indenture dated as of September 29, 2010 among &Kfep Finance Co. LLC,

KKR & Co. L.P., KKR Management Holdings L.P., KKRifrd Holdings L.P. and The
Bank of New York Mellon Trust Company, N. A., agdtee (incorporated by reference
to Exhibit 4.1 to the Current Report on Form 8-kdiby the Registrant on

September 30, 201(

First Supplemental Indenture dated as of Septe2#he2010 among KKR Group
Finance Co. LLC, KKR & Co. L.P., KKR Management Hioigs L.P., KKR Fund
Holdings L.P. and The Bank of New York Mellon Tr@dmpany, N. A., as trustee
(incorporated by reference to Exhibit 4.2 to ther€nt Report on Form 8-K filed by the
Registrant on September 30, 201

Form of Restricted Equity Unit Award Agreement iR & Co. L.P. (Independent
Directors)

Amended and Restated Exchange Agreement (incogmbbst reference to Exhibit 10.1
to the Current Report on Forr-K filed by the Registrant on November 3, 201

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

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

Certification of Chief Financial Officer pursuantRule 13a-14(a) and Rule 134{a) of
the Securities Exchange Act of 1934, as amendeafj@sted pursuant to Section 302 of
the Sarban«Oxley Act of 2002

Certification of Co-Chief Executive Officer pursdda 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sart-Oxley Act of 2002
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Exhibit No. Description of Exhibit
32.z Certification of Co-Chief Executive Officer puesut to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sart-Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002
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