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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 March 31, 2012

Or

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

For the Transition period from to

Commission File Number 001-34820

KKR & CO. L.P.

(Exact name of Registrant as specified in its @nart

Delaware 26-0426107
(State or other Jurisdiction of (I.LR.S. Employer
Incorporation or Organizatiol 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 executiveasff)

Indicate by check mark whether the registrant € filed all reports required to be filed by Secti® 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 requirements ferphst 90 days. Yexl No O

Indicate by check mark whether the registrant ldsnstted electronically and posted on its corpo¥&eb 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 registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@mpany” in Rule 12b-2 of the Exchange
Act.:

Large accelerated fileX] Accelerated filerOd

Non-accelerated filei’ Smaller reporting companizl
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgfe Act). Yesd No

As of May 2, 2012, there were 232,335,661 Commoitslisf the registrant outstanding.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This report contains forward-looking statementsimithe meaning of Section 27A of the Securities #c1933 and Section 21E of
the Securities Exchange Act of 1934, which reftagt current views with respect to, among otherghjrour operations and financial
performance. You can identify these forward-lookitgtements by the use of words such as “outldtielieve,” “expect,” “potential,”
“continue,” “may,” “should,” “seek,” “approximatelyy “predict,” “intend,” “will,” “plan,” “estimate,” “anticipate” or the negative version of
these words or other comparable words. Forwardihgp&tatements are subject to various risks anéntmiaties. Accordingly, there are or
will be important factors that could cause actugtomes or results to differ materially from thaséicated in these statements. We believe
these factors include but are not limited to thebsscribed under the section entitled “Risk Factorghis report. These factors should not be
construed as exhaustive and should be read inmctign with the other cautionary statements thatiacluded in this report and in our other
periodic filings. We do not undertake any obligatto publicly update or review any forward-lookisigtement, whether as a result of new
information, future developments or otherwise, @t@s required by applicable law.

In this report, references to “KKR,” “we,” “us,” to” and “our partnership” refer to KKR & Co. L.Pnéhits consolidated
subsidiaries. Prior to KKR & Co. L.P. becomingédidton the New York Stock Exchange (“NYSE”) on Juy 2010, KKR Group Holdings
L.P. consolidated the financial results of KKR Mgament Holdings L.P. and KKR Fund Holdings L.Pgéther, the “KKR Group
Partnerships”) and their consolidated subsidiaries.

References to “our Managing Partner” are to KKR Egement LLC, which acts as our general partnenatess otherwise
indicated, references to equity interests in KKBUsiness, or to percentage interests in KKR’s mssinreflect the aggregate equity of the
KKR Group Partnerships and are net of amountsttheg been allocated to our principals in respeth@tarried interest from KKR’s
business as part of our “carry pool” and certainamity interests. References to our “principal® & our senior employees and non-
employee operating consultants who hold interesk<dR’s business through KKR Holdings L.P., whick vefer to as “KKR Holdings”, and
references to our “senior principals” are to pnrad$ who also hold interests in our Managing Pamrnétling them to vote for the election of
its directors.

In this report, the term “assets under managementAUM”, represents the assets from which KKReittitled to receive fees or a
carried interest and general partner capital. Wiesethis measure is useful to investors as ivigles additional insight into KKR’s capital
raising activities and the overall activity in itsvestment funds and vehicles. KKR calculates theunt of AUM as of any date as the sum
(i) the fair value of the investments of KKR’s irstment funds plus uncalled capital commitments ftbese funds; (ii) the fair value of
investments in KKR’s co-investment vehicles; (ifie net asset value of certain of KKR'’s fixed in@products; (iv) the value of outstanding
structured finance vehicles and (v) the fair vadfiether assets managed by KKR. KKR’s definitionAdfM is not based on the definitions of
AUM that may be set forth in agreements governimginvestment funds, vehicles or accounts thatiages and is not calculated pursuant
to any regulatory definitions.

In this report, the term “fee paying assets undanagement,” or “FPAUM”"represents only those assets under managementwinarh
KKR receives fees. We believe this measure is lisefavestors as it provides additional insighbithe capital base upon which KKR earns
management fees. This relates to KKR’s capitalngiactivities and the overall activity in its irstenent funds and vehicles, for only those
funds and vehicles where KKR receives fees (ixelueling vehicles that receive only carried intéi@sgeneral partner capital). FPAUM is
the sum of all of the individual fee bases thatumed to calculate KKR's fees and differs from AliiMhe following respects: (i) assets from
which KKR does not receive a fee are excluded @ssets with respect to which it receives onlyiedrinterest); and (ii) certain assets,
primarily in its private equity funds, are refledtbased on capital commitments and invested camstapposed to fair value because fees are
not impacted by changes in the fair value of unleglinvestments.
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In this report, the term “fee related earnings,”EIRE”, is comprised of segment operating reverlass segment operating expenses
and is used by management as an alternative measniref the operating earnings of KKR and its besssegments before investment
income. We believe this measure is useful to irresds it provides additional insight into the @tierg profitability of our fee generating
management companies and capital markets busind$sesomponents of FRE on a segment basis diffen the equivalent GAAP amour
on a consolidated basis as a result of: (i) thiugian of management fees earned from consolidateds that were eliminated in
consolidation; (ii) the exclusion of fees and exgenof certain consolidated entities; (iii) thelagion of charges relating to the amortization
of intangible assets; (iv) the exclusion of changdating to carry pool allocations; (v) the exaétusof non-cash equity charges and other non-
cash compensation charges borne by KKR Holdingsaurred under the KKR & Co. L.P. 2010 Equity Intee Plan; (vi) the exclusion of
certain reimbursable expenses; and (vii) the eimusf certain non-recurring items.

In this report, the term “economic net income (Jdssr “ENI”, is a measure of profitability for KKR reportable segments and is
used by management as an alternative measuremtitg operating and investment earnings of KKR &business segments. We believe
this measure is useful to investors as it provatditional insight into the overall profitabilityf &KR’s businesses inclusive of investment
income and carried interest. ENI is comprised i9fERE; plus (ii) segment investment income (log#)ich is reduced for carry pool
allocations and management fee refunds; leséiifnin economic interests in KKR’s segments hglthird parties. ENI differs from net
income (loss) on a GAAP basis as a result ofh@)dxclusion of the items referred to in FRE abdiethe exclusion of investment income
(loss) relating to noncontrolling interests; ang {he exclusion of income taxes.

In this report, “syndicated capital” is the aggriegamount of debt or equity capital in transactioriginated by KKR investment
funds and vehicles, which has been distributetiitd parties in exchange for a fee. It does nduithe capital committed to such transactions
by carry-yielding co-investment vehicles, whichrstead reported in committed dollars invested.diated capital is used as a measure of
investment activity for KKR and its business segta@uring a given period, and we believe that théssure is useful to investors as it
provides additional insight into levels of syndioatactivity in KKR’s Capital Markets and PrincipActtivities segment and across its
investment platform.
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You should note that our calculations of AUM, FPAURRE, ENI, syndicated capital and other finanmalsures may differ from
the calculations of other investment managers asd, result, our measurements of AUM, FPAUM, FRE, Byndicated capital and other
financial measures may not be comparable to simmkzaisures presented by other investment managers.

References to “our funds” or “our vehiclegfer to investment funds, vehicles and/or accoadigsed, sponsored or managed by
or more subsidiaries of KKR, unless context requatherwise.

In this report, the term “GAAP” refers to generadlgcepted accounting principles in the United State

Unless otherwise indicated, references in thisntepaour fully diluted common units outstanding,to our common units
outstanding on a fully diluted basis, reflect @l common units outstanding, (i) common unit® iwhich KKR Group Partnership Units
not held by us are exchangeable pursuant to thestef the exchange agreement described in thistrepd (iii) common units issuable
pursuant to any equity awards actually issued utideKKR & Co. L.P. 2010 Equity Incentive Plan, whiwe refer to as our “Equity

Incentive Plan,” but do not reflect common unitsigable for issuance pursuant to our Equity Inaen®lan for which grants have not yet
been made.
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KKR & CO. L.P.
CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL COND ITION (Unaudited)

(Amounts in Thousands, Except Unit Data)

March 31, December 31,
2012 2011
Assets
Cash and Cash Equivalel $ 611,21 $ 843,26:
Cash and Cash Equivalents Held at Consolidatedi€s 468,36« 930,88t
Restricted Cash and Cash Equivale 109,76¢ 89,82¢
Investment: 41,263,38 37,495,36
Due from Affiliates 150,33t 149,60!
Other Asset: 917,34 868,70!
Total Assets $ 4352041 $ 40,377,64
Liabilities and Equity
Debt Obligations $ 1,721,43° $ 1,564,711
Due to Affiliates 49,75¢ 43,06
Accounts Payable, Accrued Expenses and Other itiabi 1,733,82 1,085,21
Total Liabilities 3,505,01! 2,692,99!
Commitments and Contingencies
Redeemable Noncontrolling Interestt 415,70¢ 275,50
Equity
KKR & Co. L.P. Partners’ Capital (231,698,206 ar&¥ 250,182 common units issued and
outstanding as of March 31, 2012 and December @11 ,Zespectively 1,511,75. 1,330,88
Accumulated Other Comprehensive Income (Lt (1,487 (2,189
Total KKR & Co. L.P. Partne’ Capital 1,510,27. 1,328,69:
Noncontrolling Interest 38,089,41 36,080,44
Total Equity 39,599,68 37,409,14
Total Liabilities and Equity $ 4352041 $ 40,377,64

See notes to condensed consolidated financiahstats.
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KKR & CO. L.P.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (Un audited)

(Amounts in Thousands, Except Unit Data)

Revenues
Fees

Expenses
Compensation and Benef
Occupancy and Related Chart
General, Administrative and Oth
Total Expenses

Investment Income (Loss)
Net Gains (Losses) from Investment Activit
Dividend Income
Interest Incomt
Interest Expens
Total Investment Income (Loss)

Income (Loss) Before Taxe
Income Taxes

Net Income (Loss)
Net Income (Loss) Attributable to Redeemable Notradling Interests
Net Income (Loss) Attributable to Noncontrollingérests

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

Distributions Declared per KKR & Co. L.P. Common Unit

Net Income (Loss) Attributable to KKR & Co. L.P. Per Common Unit
Basic
Diluted
Weighted Average Common Units Outstanding
Basic
Diluted

See notes to condensed consolidated financiahstates.
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Three Months Ended

March 31,

2012 2011
$ 116,300 $ 231,84
372,41( 356,55
15,19; 12,55¢
57,65 54,64
445 25¢ 423,75
3,086,86! 2,487,20!
172,93¢ 4,80¢
76,19¢ 65,36¢
(18,009) (17,257)
3,317,99! 2,540,13
2,989,04 2,348,22.
17,07: 30,78:
2,971,97! 2,317,44.
5,272 —
2,776,26 2,157,87!
$ 190,43t $ 159,56!
$ 0.1t 3% 0.21
$ 08: $ 0.7t
$ 08C $ 0.7%
229,099,33 213,479,63
237,832,10 213,509,63
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KKR & CO. L.P.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (Unaudited)

(Amounts in Thousands)

Net Income (Loss)

Other Comprehensive Income, Net of T
Foreign Currency Translation Adjustme

Comprehensive Income

Less: Comprehensive Income Attributable to Rededardbncontrolling Interest
Less: Comprehensive Income Attributable to Nonalitig Interests

Comprehensive Income Attributable to KKR & Co. L.P.
See notes to condensed consolidated financiahsémes.
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Three Months Ended

March 31,

2012 2011
2,971,97" $ 2,317,44.
3,627 1,872
2,975,60: 2,319,31.
5,272 —
2,779,13 2,159,08!
191,19: $ 160,22
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KKR & CO. L.P.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (Unaudited)

Balance at January 1, 201:
Net Income (Loss
Other Comprehensive Income- Foreic
Currency Translation Adjustmer
Contribution of Net Assets of previously
Unconsolidated Entitie
Exchange of KKR Holdings L.P. Units to
KKR & Co. L.P. Common Unit
Deferred Tax Effects Resulting from Excha
of KKR Holdings L.P. Units to KKR & Cc
L.P. Common Unit:
Equity Based Compensati
Capital Contribution:
Capital Distributions
Balance at March 31, 201:

Balance at January 1, 201.
Net Income (Loss
Other Comprehensive Income- Foreign
Currency Translation Adjustmer
Exchange of KKR Holdings L.P. Units to
KKR & Co. L.P. Common Unit
Deferred Tax Effects Resulting from Excha
of KKR Holdings L.P. Units to KKR & Cc
L.P. Common Unit:
Equity Based Compensati
Capital Contribution:
Capital Distributions
Balance at March 31, 201:

(Amounts in Thousands, Except Unit Data)

KKR & Co. L.P.
Accumulated
Other Redeemable
Common Partners’ Comprehensive  Noncontrolling Total Noncontrolling
Units Capital Income Interests Equity Interests
212,770,09 1,324,53 1,96 34,673,54 36,000,04 —
159,56! 2,157,87 2,317,44.
65¢ 1,21: 1,87z
69,60( 69,60(
3,547,691 36,097 3C (36,12)) —
203 203
141,98: 141,98:
1,240,66' 1,240,66!
(62,009 (2,411,41) (2,473,41)
216,317,78 $ 1,458,39. $ 265: $ 3583735 $ 37,29839 $ —
KKR & Co. L.P.
Accumulated
Other Redeemable
Common Partners’ Comprehensive  Noncontrolling Total Noncontrolling
Units Capital Income Interests Equity Interests
227,150,18 1,330,88 (2,189 36,080,44 37,409,14 275,50°
190,43t 2,776,26 2,966,70: 5,272
75€ 2,871 3,627
4,548,02. 46,26¢ (4C) (46,229 —
587 (8) 57¢
16,26: 98,07¢ 114,34:
742,31! 742,31! 135,11(
(72,689 (1,564,33) (1,637,02) (180
231,698,200 $ 1,511,75. $ (1,48) $ 38,089,41 $ 39,599,68 $ 415,70¢

See notes to condensed consolidated financiahsémes.
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KKR & CO. L.P.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

(Amounts in Thousands)

Operating Activities
Net Income (Loss

Adjustments to Reconcile Net Income (Loss) to Netash Provided (Used) by Operating

Activities:

Equity Based Compensatit

Net Realized (Gains) Losses on Investm:
Change in Unrealized (Gains) Losses on Investn
Other Noi-Cash Amount:

Cash Flows Due to Changes in Operating Assets alities:
Change in Cash and Cash Equivalents Held at Calasetl Entitie:
Change in Due from / to Affiliate
Change in Other Asse
Change in Accounts Payable, Accrued Expenses amer Qiabilities
Investments Purchas
Cash Proceeds from Sale of Investmi

Net Cash Provided (Used) by Operating Activi

Investing Activities
Change in Restricted Cash and Cash Equiva
Purchase of Furniture, Computer Hardware and Leddéimprovement:
Net Cash Provided (Used) by Investing Activit

Financing Activities
Distributions to Partnel
Distributions to Redeemable Noncontrolling Intes:
Contributions from Redeemable Noncontrolling Ingts
Distributions to Noncontrolling Interes
Contributions from Noncontrolling Interes
Proceeds from Debt Obligatio
Repayment of Debt Obligatiol
Deferred Financing Cos
Net Cash Provided (Used) by Financing Activil

Net Increase/(Decrease) in Cash and Cash Equivalesnt
Cash and Cash Equivalents, Beginning of Pe

Cash and Cash Equivalents, End of Pe

See notes to condensed consolidated financiahstates.
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For the Three Months Ended

March 31,

2012 2011
$ 297197 $  2,317,44
114,34 141,98:
(553,02 (1,514,85))
(2,533,84) (972,35)
(2,329 (9,967)
462,40 476,60°
(9,666) (6,069)
(32,95¢) (24¢)
273,51 111,87¢
(2,834,64) (1,988,01)
2,508,72! 3,023,86.
364,49 1,580,26:
(19,940 (29,767
(6,489 (349)
(26,425 (30,109
(72,689 (62,009

(180)

135,11( —
(1,525,96) (2,411,410
742,31t 1,240,66!
245,20¢ —
(89,174 —
(4,739 (8,55
(570,11) (1,241,29)
(232,049 308,85
843,26 738,69
$ 611,21 $  1,047,54
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KKR & CO. L.P.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited) (Continued)

(Amounts in Thousands)

For the Three Months Ended

March 31,
2012 2011

Supplemental Disclosures of Cash Flow Informatiol

Payments for Intere: $ 17,79:  $ 14,77:

Payments for Income Tax $ 34,52: $ 23,55!
Supplemental Disclosures of Nc-Cash Investing and Financing Activities

Non-Cash Contributions of Equity Based Compensé $ 114,34. $ 141,98:

Non-Cash Distributions to Noncontrolling Intere $ 38,36¢ $ —

Exchange of KKR Holdings L.P. Units to KKR & Co.R..Common Unit: $ 46,22¢ $ 36,127

Net Deferred Tax Effects Resulting from Exchang&KR Holdings L.P. Units to KKR & Co. L.F

Common Units Including the Effect of the Tax Reedile Agreemer $ 57¢ $ 208

Foreign Exchange Gains (Losses) on Debt Obliga $ 64C $ —
Contribution of Net Assets of Previously Unconsolidted Entities

Investment: $ — $ 57,72

Cash and Cash Equivalents Held at Consolidatedi&s $ — 8 11,50¢

Due from Affiliates $ — $ 4,241

Other Asset: $ — $ 4,164

Accounts Payable, Accrued Expenses and Other [tiabi $ — $ 8,03¢

See notes to condensed consolidated financiahsémes.
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KKR & CO. L.P.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (UNAUDITED)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Except Where Noted)
1. ORGANIZATION

KKR & Co. L.P. (NYSE:KKR), together with its constated subsidiaries (“KKR”), is a leading globav@stment firm that offers
a broad range of investment management servidasestors and provides capital markets serviceri®ifirm, its portfolio companies and
third parties. Led by Henry Kravis and George Rthe¢KR conducts business with offices around tloeldy which provides a global
platform for sourcing transactions, raising capétadl carrying out capital markets activities. KKpeoates as a single professional services
firm and carries out its investment activities untdiee KKR brand name.

KKR & Co. L.P. was formed as a Delaware limitedtparship on June 25, 2007 and its general parsn€eKR Management LLC
(the “Managing Partner”). KKR & Co. L.P. is the pat company of KKR Group Limited, which is the necenomic general partner of KKR
Group Holdings L.P. (“Group Holdings”), and KKR &CL.P. is the sole limited partner of Group HolginGroup Holdings holds a
controlling economic interest in each of (i) KKR Magement Holdings L.P. (“Management Holdings”) tiglo KKR Management Holdings
Corp., a Delaware corporation which is a domesiiparation for U.S. federal income tax purposes, @hKKR Fund Holdings L.P. (“Fund
Holdings” and together with Management Holdingg, tKKR Group Partnerships”) directly and through RKcund Holdings GP Limited, a
Cayman Island limited company which is a disregdreletity for U.S federal income tax purposes. Grhopdings also owns certain
economic interests in Management Holdings througihally owned Delaware corporate subsidiary of KKIRnagement Holdings Corp. a
certain economic interests in Fund Holdings throadbelaware partnership of which Group Holdingthesgeneral partner with a 99%
economic interest and KKR Management Holdings Ciarp.limited partner with a 1% economic inter&XR & Co. L.P., through its
indirect controlling economic interests in the KKRRoup Partnerships, is the holding partnershighHerKKR business.

KKR & Co. L.P. both indirectly controls the KKR Qup Partnerships and indirectly holds equity uniteach KKR Group
Partnership (collectively, “KKR Group Partnershipits”) representing economic interests in KKR’sibass. The remaining KKR Group
Partnership Units are held by KKR’s principals tgh KKR Holdings L.P. (“KKR Holdings”), which is @ subsidiary of KKR. As of
March 31, 2012, KKR & Co. L.P. held 33.91% of thKR Group Partnership Units and KKR'’s principalsch66.09% of the KKR Group
Partnership Units through KKR Holdings. The peregetownership in the KKR Group Partnerships wilitcme to change as KKR Holdin
and/or KKR’s principals exchange units in the KKIRoGp Partnerships for KKR & Co. L.P. common units.

The following table presents the effects of chariggke ownership interest in the KKR Group Parshgs on KKR & Co. L.P.’s

equity:
Three Months Ended
March 31,
2012 2011
Net income (loss) attributable to KKR & Co. L. $ 190,43t $ 159,56
Transfers from noncontrolling interes
Increase in KKR & Co. L.P. partners’ capital forckange of 4,548,024 and 3,547,696 KKR Grc
Partnership units held by KKR Holdings L.P. for theee months ended March 31, 2012 and
2011, respectively, net of deferred ta 46,80¢ 36,33(
Change from net income (loss) attributable to KKRC&. L.P. and transfers from noncontrolling
interests held by KKR Holdings L. $ 237,24« $ 195,89t

12
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying unaudited condensed consolidetadcial statements of KKR & Co. L.P. have beerppred in accordance with
accounting principles generally accepted in thetdéhStates of America (“GAAP”) for interim finantiaformation and the instructions to
Form 10-Q. The condensed consolidated financiédistants, including these notes, are unaudited &ridde some of the disclosures
required in annual financial statements. Managerpelives it has made all necessary adjustmenisi&og of only normal recurring iterr
such that the condensed consolidated financiamstnts are presented fairly and that estimates maumteparing its condensed consolidated
financial statements are reasonable and prudeetopérating results presented for interim periogdsat necessarily indicative of the results
that may be expected for any other interim periofbothe entire year. These condensed consolidatadcial statements should be read in
conjunction with the audited consolidated and carabifinancial statements included in KKR & Co. IsRAnnual Report on Form 1R-filed
with the Securities and Exchange Commission (“SEC”)

The condensed consolidated financial statemerfereel to hereafter as the “financial statementslude the accounts of KKR'’s
management and capital markets companies, theae@tners of certain unconsolidated vehiclesegamartners of its consolidated
vehicles and their respective consolidated funus (KKR Funds”) and certain other entities.

KKR & Co. L.P. consolidates the financial resulfsfte KKR Group Partnerships and their consolidatgosidiaries. KKR Holdings'’
ownership interest in the KKR Group Partnership®ilected as noncontrolling interests in the ageanying financial statements.

References in the accompanying financial statemerKR’s “principals” are to KKR’s senior employgand non-employee
operating consultants who hold interests in KKRisihess through KKR Holdings, including those ppats who also hold interests in our
Managing Partner entitling them to vote for thectt® of its directors (the “Senior Principals”).

Use of Estimates

The preparation of the financial statements in gonfty with GAAP requires management to make egésmand assumptions that
affect the reported amounts of assets and liadslitihe disclosure of contingent assets and liegsilat the date of the financial statements and
the reported amounts of fees, expenses and invesintdme (loss) during the reporting periods. Sestimates include but are not limited to
the valuation of investments and financial instrateeActual results could differ from those estiesaand such differences could be material
to the financial statements.
Consolidation
General

KKR consolidates (i) those entities in which it ti®la majority voting interest or has majority ovafgp and control over significant
operating, financial and investing decisions of¢néty, including the KKR Funds in which KKR, asrgeral partner, is presumed to have
control, or (ii) entities determined to be variabiterest entities (“VIES”) for which KKR is congded the primary beneficiary.

13
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With respect to the consolidated KKR Funds, KKRegelly has operational discretion and control, kimited partners have no
substantive rights to impact ongoing governanceaggtating activities of the fund. The KKR Funds eonsolidated by KKR
notwithstanding the fact that KKR has only a mityogconomic interest in those funds. KKR'’s finahsi@mtements reflect the assets,
liabilities, fees, expenses, investment incomesfland cash flows of the consolidated KKR Funda gnoss basis, and the majority of the
economic interests in those funds, which are hglthiod party investors, are attributed to noncolitrg interests in the accompanying
financial statements. All of the management feesaantain other amounts earned by KKR from thosel$uare eliminated in consolidation.
However, because the eliminated amounts are efnoragd and funded by, noncontrolling interests, KKRittributable share of the net inco
(loss) from those funds is increased by the amaeiimtsnated. Accordingly, the elimination in conistaition of such amounts has no effect on
net income (loss) attributable to KKR or KKR parsieapital.

The KKR Funds are, for GAAP purposes, investmentmanies and therefore are not required to congeliti@ir majority owned and
controlled investments in portfolio companies (“fhaio Companies”). Rather, KKR reflects their istments in Portfolio Companies at fair
value as described below.

All intercompany transactions and balances hava béminated.
Variable Interest Entities

KKR consolidates all VIEs in which it is consider primary beneficiary. An enterprise is deteriio be the primary beneficiary it
has a controlling financial interest under GAAPca@ntrolling financial interest is defined as (a@ frower to direct the activities of a variable
interest entity that most significantly impact #émtity’s business and (b) the obligation to abdosises of the entity or the right to receive
benefits from the entity that could potentiallydignificant to the variable interest entity. Thensolidation rules which were revised effective
January 1, 2010 require an analysis to (a) determimether an entity in which KKR has a variableiast is a VIE and (b) whether KKR'’s
involvement, through the holding of equity intesegirectly or indirectly in the entity or contraetly through other variable interests unrel:
to the holding of equity interests, would give it@ntrolling financial interest under GAAP. Perf@ante of that analysis requires the exercise
of judgment. Where KKR has an interest in an enligt has qualified for the deferral of the cordafiion rules, the analysis is based on
consolidation rules prior to January 1, 2010. Theges require an analysis to (a) determine whethezntity in which KKR has a variable
interest is a VIE and (b) whether KKR’s involvemethirough the holding of equity interests direattyindirectly in the entity or contractually
through other variable interests would be expetieabsorb a majority of the variability of the éntiUnder both guidelines, KKR determines
whether it is the primary beneficiary of a VIE héttime it becomes involved with a VIE and recoassdhat conclusion at each reporting
date. In evaluating whether KKR is the primary Hariary, KKR evaluates its economic interests ia #ntity held either directly by KKR or
indirectly through related parties. The consolidatanalysis can generally be performed qualitatiMebwever, if it is not readily apparent t
KKR is not the primary beneficiary, a quantitateuealysis may also be performed. Investments aretmptions (either by KKR, affiliates of
KKR or third parties) or amendments to the govegrdocuments of the respective entities could aiectntity’s status as a VIE or the
determination of the primary beneficiary. At eaeparting date, KKR assesses whether it is the pyilbeneficiary and will consolidate or
deconsolidate accordingly. KKR’s accounting conidnsinder the existing consolidation rules deteedithat effective January 1, 2011,
KKR became the primary beneficiary of certain éagitand consolidated such entities that were umdioiaged prior to that date.

As of March 31, 2012 and December 31, 2011, theiimam exposure to loss for those VIEs in which KiKRletermined not to be
the primary beneficiary but in which it has a vht@interest is as follows:

March 31, December 31,
2012 2011
Investment: $ 68,36¢ $ 61,05:
Due from Affiliates, ne 4,392 2,09t
Maximum Exposure to Los $ 72,75¢ $ 63,14¢

For those unconsolidated VIEs in which KKR is tperssor, KKR may have an obligation as general patimprovide commitmen
to such funds. As of March 31, 2012 and DecembeRB11, KKR did not provide any support other titarobligated amount.
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KKR'’s investment strategies differ by investmemduhowever, the fundamental risks have similarattristics, including loss of
invested capital and loss of management fees anédanterests. Accordingly, disaggregation of KKkvolvement with VIEs would not
provide more useful information.

Redeemable Noncontrolling Interests

Redeemable Noncontrolling Interests represent nanaiting interests of certain investment vehichesl funds that are subject to
periodic redemption by investors following the emfion of a specified period of time (typically beten one and three years), or may be
withdrawn subject to a redemption fee during thegoewhen capital may not be otherwise withdrawimited partner interests subject to
redemption as described above are presented agmRallke Noncontrolling Interests within tbendensed consolidated statements of fina
condition and presented as Net Income (Loss) atatlile to Redeemable Noncontrolling Interests withe condensed consolidated
statements of operations. When redeemable amoeotsiie legally payable to investors, they are diaslsas a liability and included in
Accounts Payable, Accrued Expenses and Other ltiabiln the condensed consolidated statemenisafdial condition. For all
consolidated investment vehicles and funds in whéctemption rights have not been granted, noncllinganterests are presented within
Partners’ Capital in the condensed consolidatedrsients of financial condition as Noncontrollingelrests.

Noncontrolling Interests

Noncontrolling interests represent (i) noncontrgllinterests in consolidated entities and (ii) mormlling interests held by KKR
Holdings.

Noncontrolling Interests in Consolidated Entitie
Noncontrolling interests in consolidated entitiepresent the non-redeemable ownership interegikihthat are held by:
0] third party investors in the KKR Funds;

(i) a former principal and such person’s designeessemiting an aggregate of 1% of the carried inteeestived by the
general partners of KKR’s funds and 1% of KKR’satprofits (losses) until a future date;

(iii) certain of KKR’s former principals and their desigis representing a portion of the carried intesxstived by the general
partners of KKR’s private equity funds that wa®edited to them with respect to private equity ihwesnts made during
such former principals’ previous tenure with KKR;

(iv) certain of KKR’ current and former principals representing athefcapital invested by or on behalf of the gelngaitners
of KKR'’s private equity funds prior to October @ and any returns thereon; and

(v) a third party in KKR’s capital markets businesg(esenting an aggregate of 2% of the capital matesiness equity).
Noncontrolling Interests held by KKR Holding
Noncontrolling interests held by KKR Holdings indkieconomic interests held by KKR’s principalstia KKR Group Partnerships.
KKR’s principals receive financial benefits from Ks business in the form of distributions receifiesn KKR Holdings and through their
direct and indirect participation in the value d{R Group Partnership Units held by KKR Holdings.e§hb profit-based cash amounts are not
paid by KKR and are borne by KKR Holdings.
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The following table presents the calculation of Bamrolling interests held by KKR Holdings:

Three Months Ended

March 31,
2012 2011

Balance at the beginning of the periot $ 4,342,15 $ 4,346,38:
Net income (loss) attributable to noncontrollingeirests held by KKR Holdings ( 404,19: 408,90:-
Other comprehensive income | 2,67( 1,18C
Exchange of KKR Holdings units to KKR & Co. L.P.itm(c) (46,229 (36,127
Equity Based Compensati 98,07 141,98:.
Capital contribution: 714 2,68(
Capital distributions (240,96¢) (177,439
Balance at the end of the perioc $ 4,560,61. $ 4,687,56!

€)) Refer to table below for calculation of Net incoffess) attributable to noncontrolling interestschiey KKR Holdings.

(b) Calculated on a pro rata basis based on the weigivierage KKR Group Partnership Units held by KK&ldihgs during

the reporting period.
(c) Calculated based on the proportion of KKR Holdinggs exchanged for KKR & Co. L.P. common unitsquant to the

exchange agreement during the reporting period.ekshange agreement provides for the exchange & &koup
Partnership Units held by KKR Holdings for KKR & Clo.P. common units.

Income (loss) attributable to KKR after allocatkmnnoncontrolling interests, with the exceptiorceftain tax assets and liabilities that
directly allocable to KKR Management Holdings Coip.attributed based on the percentage of theheibaverage KKR Group Partnership
Units held by KKR and KKR Holdings, each of whicbldh equity of the KKR Group Partnerships. Howeygimarily because of the
contribution of certain expenses borne entirel KB{R Holdings as well as the periodic exchange offKKoldings units for KKR & Co. L.P.
common units pursuant to the exchange agreemengghity allocations shown in the condensed coda@d statement of changes in equity
differ from their respective pro-rata ownershipemgtsts in KKR'’s net assets.

The following table presents the calculation of Mebme (loss) attributable to noncontrolling ietsts held by KKR Holdings:

Three Months Ended

March 31,
2012 2011
Net income (loss) $ 297197 $ 2,317,444
Less:Net income (loss) attributable to Redeemable Notrotimg Interests 5,27 —
Less:Net income (loss) attributable to Noncontrollingelrests in consolidated entiti 2,372,071 1,748,97.
Plus: Income taxes attributable to KKR Management Holdi@grp. 13,34« 26,35!
Net income (loss) attributable to KKR & Co. L.PdakiKR Holdings $ 607,97. $ 594,82
Net income (loss) attributable to noncontrolling itterests held by KKR Holdings (a) $ 404,19 $ 408,90«
€)) Net income (loss) attributable to KKR Holdings eskd on the weighted average KKR Group Partnetshiys held by

KKR Holdings during the reporting period.
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Investments

Investments consist primarily of private equityefil income, and other investments. Investmentsaréd at their estimated fair values,
with unrealized gains or losses resulting from cfeanin fair value reflected as a component of NEh&(Losses) from Investment Activities
in the condensed consolidated statements of opegtinvestments denominated in currencies otlzar e U.S. dollar are valued based on
the spot rate of the respective currency at theoémige reporting period with changes related tohaxge rate movements reflected as a
component of Net Gains (Losses) from Investmeniviigs in the accompanying condensed consolidatattments of operations. Security
and loan transactions are recorded on a tradebdats. Further disclosure on investments is predantNote 4, “Investments.”

Private Equity- Consists primarily of investments in Portfolio Coampes of KKR Funds and investments in infrastrustaatural resources
and real estate.

Fixed Income- Consists primarily of investments in below investringrade corporate debt securities (primarily highd bonds and
syndicated bank loans), distressed and opportardetit and interests in collateralized loan obiayes.

Other— Consists primarily of investments in common stqmeferred stock, warrants and options of compsattiat are not private equity or
fixed income investments.

Securities Sold Short

Whether part of a hedging transaction or a traimaat its own right, securities sold short, remsobligations of KKR to deliver the
specified security at the contracted price at arfupoint in time, and thereby create a liabilay¢purchase the security in the market at the
prevailing prices. The liability for such securgtisold short is marked to market based on the mufa@ value of the underlying security at |
reporting date with changes in fair value recordsdinrealized gains or losses in Net Gains (Lo$s®ms) Investment Activities in the
accompanying condensed consolidated statementseadtions. These transactions may involve a maidletn excess of the amount
currently reflected in the accompanying statemehfgancial condition.

Derivatives

Derivative contracts include forward, swap andaptiontracts related to foreign currencies anditstahding of reference entities to
manage foreign exchange risk and credit risk agifiom certain assets and liabilities. All derivas are recognized as either assets or
liabilities in the condensed consolidated statesenfinancial condition and measured at fair valitla changes in fair value recorded in Net
Gains (Losses) from Investment Activities in the@opanying condensed consolidated statements oditipes. KKR’s derivate financial
instruments contain credit risk to the extent iteatounterparties may be unable to meet the tefrttee agreements. KKR attempts to
minimize this risk by limiting its counterparties tnajor financial institutions with strong credittings.

Fair Value Measurements

Investments and other financial instruments aresomea and carried at fair value. The majority @ itvestments and other financial
instruments are held by the consolidated KKR Fufitie. KKR Funds are, for GAAP purposes, investmempganies and reflect their
investments and other financial instruments atvalue. KKR has retained the specialized accourfinghe consolidated KKR Funds in
consolidation. Accordingly, the unrealized gaind &sses resulting from changes in fair value efittvestments held by the KKR Funds are
reflected as a component of Net Gains (Losses) frestment Activities in the condensed consolidat@tements of operations.
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For investments and certain other financial insenta that are not held in a consolidated KKR FiHR has elected the fair value
option since these investments and other finamtsétuments are similar to those in the consoldi®&R Funds. Such election is irrevocable
and is applied on an investment by investment kadistial recognition. Unrealized gains and |laseesulting from changes in fair value are
reflected as a component of Net Gains (Losses) frvastment Activities in the condensed consolidatatements of operations. The
methodology for measuring the fair value of suclesiments and other financial instruments is comsisvith the methodology applied to
investments and other financial instruments thateld in consolidated KKR Funds.

The carrying amount of cash and cash equivaleast) and cash equivalents held at consolidatedesntiestricted cash and cash
equivalents, due from / to affiliates, other assgtsounts payable, accrued expenses and othiitiBalapproximate fair value due to their
short-term maturities. KKR’s debt obligations, epictor KKR’s Senior Notes, bear interest at flogtiates and therefore fair value
approximates carrying value. Further informatiorka¢R’s Senior Notes is presented in Note 8, “Debti@ations.” The fair value for KK
Senior Notes was derived using Level Il inputs Entio those utilized in valuing fixed income intregnts.

Fair value is the price that would be receivedeiban asset or paid to transfer a liability inaderly transaction between market
participants at the measurement date. Where algijlfair value is based on observable market piacgmrameters or derived from such
prices or parameters. Where observable pricespotsrare not available, valuation techniques apfiegh These valuation techniques involve
varying levels of management estimation and juddntba degree of which is dependent on a variefacbrs. See Note 5, “Fair Value
Measurements” for further information on KKR’s vation techniques that involve unobservable inpissets and liabilities recorded at fair
value in the statements of financial condition eategorized based upon the level of judgment aatativith the inputs used to measure their
value. Hierarchical levels, as defined under GAaR, directly related to the amount of subjecti@ggociated with the inputs to the valuation
of these assets and liabilities. The hierarcH®adls defined under GAAP are as follows from higfhte lowest:

Level |

Inputs are unadjusted, quoted prices in active etaror identical assets or liabilities at the nueasient date. The type of investments
and other financial instruments included in thitegary are publicly-listed equities and debt, aeclusities sold short.

Level Il

Inputs other than quoted prices that are obsenfabkhe asset or liability, either directly or inetctly. Level Il inputs include quoted
prices for similar instruments in active marketsg énputs other than quoted prices that are obb@far the asset or liability. The type of
investments and other financial instruments inallitkethis category are fixed income investmentsyeatible debt securities indexed to
publicly-listed securities, and certain over-thextter derivatives.

Level Il

Inputs are unobservable for the asset or liabidityd include situations where there is little,rifyamarket activity for the asset or liability.
The types of assets and liabilities generally idelliin this category are private Portfolio Comparird fixed income investments for whic
sufficiently liquid trading market does not exist.

In certain cases, the inputs used to measuredhievmay fall into different levels of the fair ual hierarchy. In such cases, the level it
fair value hierarchy within which the fair value aseirement in its entirety falls has been determbeeid on the lowest level input that is
significant to the fair value measurement in itérety. KKR’s assessment of the significance ofatipular input to the fair value
measurement in its entirety requires judgment amsideration of factors specific to the asset.

A significant decrease in the volume and levelativity for the asset or liability is an indicatidhat transactions or quoted prices may
be representative of fair value because in suckehaonditions there may be increased instancésagactions that are not orderly. In those
circumstances, further analysis of transactionguated prices is needed, and a significant adjustttoethe transactions or quoted prices may
be necessary to estimate fair value.

The availability of observable inputs can vary depieg on the financial asset or liability and ifeafed by a wide variety of factors,
including, for example, the type of instrument, wie the instrument has recently been issued, vehétle instrument is
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traded on an active exchange or in the secondarkatiand current market conditions. To the extkat valuation is based on models or
inputs that are less observable or unobservalileeimarket, the determination of fair value requimeore judgment. Accordingly, the degree
of judgment exercised by KKR in determining faituais greatest for instruments categorized in LEVEThe variability and availability of
the observable inputs affected by the factors desdrabove may cause transfers between Levelsdnd I1l, which KKR recognizes at the
beginning of the reporting period.

Investments and other financial instruments thaehraeadily observable market prices (such as ttrased on a securities exchange) are
stated at the last quoted sales price as of thwtieg date. KKR does not adjust the quoted prizeliese investments, even in situations
where KKR holds a large position and a sale cogddonably affect the quoted price.

Level 1l Valuation Methodologies

Financial assets and liabilities categorized asL#wonsist primarily of debt securities indexedoubliclydisted securities and fixe
income and other investments. Fixed income investmgenerally have bid and ask prices that casbberved in the marketplace. Bid pri
reflect the highest price that KKR and others aiténg to pay for an asset. Ask prices representltiwest price that KKR and others are
willing to accept for an asset. For financial assetd liabilities whose inputs are based on bidpailes obtained from third party pricing
services, fair value may not always be a predeterdchpoint in the bid-ask range. KKR'’s policy isaitow for mid-market pricing and
adjusting to the point within the bid-ask range tin@ets KKR’s best estimate of fair value. Fortdsrurities indexed to publicly listed
securities, such as convertible debt, the secsidtie typically valued using standard convertileleusity pricing models. The key inputs into
these models that require some amount of judgmiertha credit spreads utilized and the volatilégwemed. To the extent the company being
valued has other outstanding debt securities tiegpablicly-traded, the implied credit spread oa tompany’s other outstanding debt
securities would be utilized in the valuation. the extent the company being valued does not hténer outstanding debt securities that are
publicly-traded, the credit spread will be estindelbased on the implied credit spreads observedrmparable publicly-traded debt securities.
In certain cases, an additional spread will be dddeeflect an illiquidity discount due to the fdleat the security being valued is not publicly-
traded. The volatility assumption is based up@nttistorically observed volatility of the underlgiequity security into which the convertible
debt security is convertible and/or the volatilityplied by the prices of options on the underlyagyity security.

Level 1l Valuation Methodologies
The valuation methodologies used for the assetsatikeavalued using Level Il of the fair value laerhy are described below.

Private Equity Investment&KR generally employs two valuation methodologidsew determining the fair value of a private equity
investment (including infrastructure and naturalgrces investments). The first methodology isdsily a market comparables analysis that
considers key financial inputs and recent publid private transactions and other available measiitesssecond methodology utilized is
typically a discounted cash flow analysis, whicbarporates significant assumptions and judgmeBttimates of key inputs used in this
methodology include the weighted average cost pitaiafor the investment and assumed inputs usedlttulate terminal values, such as exit
EBITDA multiples. Other inputs are also used. Wgompletion of the valuations conducted usingghmasthodologies, a weighting is
ascribed to each method, and an illiquidity dis¢asiypically applied where appropriate. Theraklie fair value recorded for a particular
investment will generally be within a range suggddiy the two methodologies.

Fixed Income InvestmentsEixed income investments are valued using vabiained from dealers or market makers, and where
these values are not available, fixed income imaests are valued by KKR using internally developeldiation models. Valuation models
are based on discounted cash flow analyses, farhathie key inputs are determined based on markepacables, which incorporate similar
instruments from similar issuers.

Other Investments:Other investments primarily represent privatedydhequity and equity-like securities (e.g. warsduiirn
companies that are not private equity or fixed mednvestments. KKR generally employs the sameatin methodologies as described
above for private equity investments when valulmese other investments.

Key unobservable inputs that have a significantaotpn KKR’s Level Il investment valuations as ciéised above are included in
Note 5“Fair Value Measurements.” KKR utilizes severabhservable pricing inputs and assumptions in deténg the fair value of its
Level lll investments. These unobservable pricmguis and assumptions may differ by investmentiauile application of our valuation
methodologies. KKRS reported fair value estimates could vary matgrialve had chosen to incorporate different unatable pricing input
and other assumptions or, for applicable investmeéhive only used either the discounted cash fleethodology or the market comparables
methodology instead of assigning a weighting tdhboethodologies.
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Level lll Valuation Process

The valuation process involved for Level Il measuents for private equity, fixed income, and othgestments is completed on a
quarterly basis and is designed to subject theatialu of Level 11l investments to an appropriatedieof consistency, oversight, and review.
KKR has a valuation committee for private equityéstments and a valuation committee for fixed ine@nd other investments. Each
committee is assisted by a valuation team, whidomprised only of employees who are not investmpenfiessionals responsible for
preparing preliminary valuations or for oversightiay of the investments being valued. The vatumtiommittees and teams are responsible
for coordinating and consistently implementing KisSRjuarterly valuation policies, guidelines and pases. For investments classified as
Level lll, investment professionals prepare prefiany valuations based on their evaluation of fiarend operating data, company specific
developments, market valuations of comparable comepand other factors. These preliminary valuatiare reviewed with the investment
professionals by the applicable valuation teamaredalso reviewed by an independent valuation éngaged by KKR to perform certain
procedures in order to assess the reasonablenk&ddé$ valuations for all Level 11l investments, @t for certain investments other than
KKR private equity investments. All preliminarghations are then reviewed by the applicable vanaommittee, and after reflecting any
input by their respective valuation committees,ghediminary valuations are presented to a singlaroittee consisting of Senior Principals
involved in various aspects of the KKR businessheWthese valuations are approved by this singtentttee after reflecting any input from
it, the valuations are presented to the audit catemif KKR’s board of directors and are then régmbon to the board of directors.

As of March 31, 2012, upon completion by the indefsnt valuation firm of certain limited procedureguested to be performed by
them, the independent valuation firm concluded thatfair values, as determined by KKR, of the Biu@ents reviewed by them were
reasonable.

Fees

Fees consist primarily of (i) monitoring and cortisig fees from providing advisory and other sersjd@) management and incentive
fees from providing investment management senticesconsolidated funds, a specialty finance compstnuctured finance and other
vehicles, and separately managed accounts, apttdiisaction fees earned in connection with sisfakprivate equity and other investm
transactions and from capital markets activitidseese fees are based on the contractual terms gbtlening agreements and are
recognized when earned, which coincides with throgealuring which the related services are perfatme

For the three months ended March 31, 2012 and Z6&4 consisted of the following:

Three Months Ended

March 31,
2012 2011
Transaction Fee $ 4366: $ 86,66"
Monitoring & Consulting Fee 42,77( 113,74«
Management Fee 20,20¢ 19,42
Incentive Fee 9,67( 12,01
Total Fee Incom $ 116,300 $ 231,84

Transaction Fees

Transaction fees are earned by KKR primarily inrastion with successful private equity and othgestment transactions and
capital markets activities. Transaction fees acegaized upon closing of the transaction. Feesyaieally paid on or around the closing of a
transaction.

In connection with pursuing successful Portfolion@many investments, KKR receives reimbursementdaiain transaction-related
expenses. Transaction-related expenses, whicke@nbéursed by third parties, are typically deferuedil the transaction is consummated and
are recorded in Other Assets on the condensed ligeitsal statements of financial condition on theedacurred. The costs of successfully
completed transactions are borne by the KKR Fundsrcluded as a component of the investment’s lzasis. Subsequent to closing,
investments are recorded at fair value each regpperiod as described in the section above titlecestments”. Upon reimbursement from a
third party, the cash receipt is recorded and #ferded amounts are relieved. No fees or expensageorded for these reimbursements.

Monitoring and Consulting Fee:

Monitoring fees are earned by KKR for services jed to Portfolio Companies and are recognizeceasces are rendered. These
fees are generally paid based on a fixed periadiedule by the Portfolio Companies either in adeancin arrears and are separately
negotiated for each Portfolio Company.

In connection with the monitoring of Portfolio Coarpes and certain unconsolidated funds, KKR reseiganbursement for certain
expenses incurred on behalf of these entities.sGosurred in monitoring these entities are clésdis general, administrative and other
expenses and reimbursements of such costs ardiethss monitoring fees.
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Consulting fees are earned by certain consolidatgities for consulting services provided to Pdisf@€ompanies and other companies
and are recognized as the services are renderedeThes are separately negotiated with each confipawhich services are provided.

Management Fee

Management fees are earned by KKR for managemeritse provided to private equity funds, other isiveent vehicles, structured
finance vehicles, separately managed accounts apddalty finance company which are recognizetthénperiod during which the related
services are performed in accordance with the aofutal terms of the related agreement. Managersestdarned from private equity funds
and certain investment vehicles are based uponcemteage of capital committed during the investnpariod, and thereafter based on
remaining invested capital. For certain other itw@snt vehicles, structured finance vehicles, séprananaged accounts and a specialty
finance vehicle, management fees are recogniz#éitbiperiod during which the related services aréopmed and are based upon the net ¢
value, gross assets or as otherwise defined ire8pective agreements.

Management fees received from consolidated KKR Buard eliminated in consolidation. However, becdahiese amounts are funded
by, and earned from, noncontrolling interests, KKRIllocated share of the net income from cons@@l&KR Funds is increased by the
amount of fees that are eliminated. Accordinglg, ¢fimination of these fees does not have an efiethe net income (loss) attributable to
KKR or KKR partners’ capital.

Incentive Fees

KKR’s management agreement with a specialty finamepany entitles KKR to quarterly incentive feelse incentive fees are
calculated and paid quarterly in arrears and arsulgiect to any hurdle or clawback provisions. Wanagement agreement with the spec
finance company was renewed on January 1, 201#vélrelitomatically be renewed for successive onaryerms following December 31,
2012 unless the agreement is terminated in accoedaith its terms.

Compensation and Benefits

Compensation and Benefits expense includes cashawsation consisting of salaries, bonuses, andibgres well as equity-based
payments consisting of charges associated withi¢bng of equity-based awards and carry pool atioos.

All KKR principals and other employees of certaomsolidated entities receive a base salary thaits by KKR or its consolidated
entities, and is accounted for as CompensatiorBamefits expense. These employees are also eligilvereive discretionary cash bonuses
based on performance, overall profitability andeotinatters. While cash bonuses paid to most emedosee funded by KKR and certain
consolidated entities and result in customary Camagon and Benefits expense, cash bonuses thpaiaréo certain of KKR’s most senior
employees are funded by KKR Holdings with distribns that it receives on its KKR Group Partnerdbits. To the extent that distributions
received by these individuals exceed the amouatsthiey are otherwise entitled to through theitegsinits in KKR Holdings, this excess is
funded by KKR Holdings and reflected in Compensatod Benefits in the consolidated statements efaifons.

Further disclosure regarding equity-based paymisrgeesented in Note 10 “Equity Based Compensdtion.
Carried Interest

Carried interest entitles the general partnerfoind to a greater allocable share of the fund’siegs from investments relative to the
capital contributed by the general partner andespondingly reduce noncontrolling interests’ atttétile share of those earnings. Amounts
earned pursuant to carried interest are includedvastment income (loss) in Net Gains (Lossegnhftovestment Activities in the condensed
consolidated statements of operations and are é@gnthe general partner of those funds to thengttat cumulative investment returns are
positive and where applicable, preferred returagholds have been met. If these investment retigagase or turn negative in subsequent
periods, recognized carried interest will be reedrand reflected as investment losses in Net Ghosses) from Investment Activities in the
condensed consolidated statements of operatiomse@anterest is recognized based on the contahfétumula set forth in the agreements
governing the fund as if
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the fund was terminated at the reporting date thighthen estimated fair values of the investmegatized. Due to the extended durations of
KKR'’s private equity funds and other investmentickds, KKR believes that this approach resultsizome recognition that best reflects the
periodic performance of KKR in the management osthfunds. See Note 12 “Segment Reporting” foatheunt of carried interest income
earned or reversed for the three months ended MN&rch012 and 2011.

The agreements governing KKR’s private equity fugedserally include a “clawback” or, in certain gustes, a “net loss sharing”
provision that, if triggered, may give rise to antingent obligation that may require the generatrmsa to return or contribute amounts to the
fund for distribution to investors at the end o tie of the fund. See Note 13 “Commitments anat@mencies”.

Carry Pool Allocation

With respect to KKR’s active and future funds aonedirmvestment vehicles that provide for carried iegt, KKR will allocate to its
principals and other professionals a portion ofdheied interest earned in relation to these fuasdpart of its carry pool. KKR currently
allocates approximately 40% of the carry it earngifthese funds and vehicles to its carry pools€hmmounts are accounted for as
compensatory profit-sharing arrangements in conjonavith the related carried interest income agxbrded as compensation expense for
KKR employees and general, administrative and atkpense for certain non-employee consultants envce providers in the consolidated
statements of operations. For the three monthsdcehthrch 31, 2012 and 2011, KKR recorded expenatetketo the carry pool allocation of
$191.5 million and $139.5 million respectively.

Tax Receivable Agreement

Certain exchanges of KKR Group Partnership UnasifKKR Holdings or transferees of its KKR Group tRarship Units for KKR &
Co. L.P. common units may occur pursuant to KKRshange agreement. These exchanges are expectsiiioin an increase in KKR
Management Holdings Corp.’s and its corporate slidnsi’'s share of the tax basis of the tangible iatahgible assets of KKR Management
Holdings, a portion of which is attributable to theodwill inherent in our business, that would atiterwise have been available. This
increase in tax basis may increase depreciatioraamaitization for U.S. federal income tax purposed therefore reduce the amount of
income tax that our intermediate holding compamniesld otherwise be required to pay in the futurERK& Co. L.P. entered into a tax
receivable agreement with KKR Holdings pursuantkich our intermediate holding companies will bguieed to pay to KKR Holdings or
transferees of its KKR Group Partnership Units 8§%he amount of cash savings, if any, in U.S. faljestate and local income taxes that the
intermediate holding companies actually realiza assult of this increase in tax basis, as wei&#% of the amount of any such savings the
intermediate holding companies actually realiza assult of increases in tax basis that arise dypayments under the tax receivable
agreement. Although KKR is not aware of any is$1z would cause the IRS to challenge a tax basis@se, neither KKR Holdings nor its
transferees will reimburse KKR for any payments/mresly made under the tax receivable agreemesudh tax basis increase, or the ben
of such increases, were successfully challengegn®ats made under the tax receivable agreememnéquéed to be made within 90 days of
the filing of the tax return of KKR Management Hiolgs Corp. As of March 31, 2012, approximately2d@illion of cumulative cash
payments have been made under the tax receivatderagnt. No amounts were paid for the three mabed March 31, 2012.

KKR records any changes in basis as a deferredsset and the liability for any corresponding paytea@as amounts due to affiliates,
with a corresponding net adjustment to equity attiime of exchange. KKR records any benefit ofréduced income tax the intermediate
holding companies may recognize as such beneficisgnized.

Recently Adopted Accounting Pronouncements

On January 1, 2012, KKR adopted ASU 2011-4, Amenmdsi® Achieve Common Fair Value Measurement arstiDsure
Requirements in GAAP and International Financighéténg
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Standards. The ASU specifies that the conceptiggbilst and best use and valuation premise in ¥&hile measurement are relevant only
when measuring the fair value of nonfinancial asset are not relevant when measuring the fairevafdinancial assets or of liabilities. The
amendments include requirements specific to meagtine fair value of those instruments, such agyequierests used as consideration in a
business combination. An entity should measurdaineralue of its own equity instrument from theaggective of a market participant that
holds the instrument as an asset. With respe@aadial instruments that are managed as parpoftfolio, an exception to fair value
requirements is provided. That exception permitspmrting entity to measure the fair value of sfighncial assets and financial liabilities at
the price that would be received to sell a nettgessition for a particular risk or to transfer et fiability position for a particular risk in an
orderly transaction between market participantb@imeasurement date. The amendments also claaifyptemiums and discounts should
only be applied if market participants would dongwen pricing the asset or liability. Premiums arstdunts related to the size of an entity’'s
holding (e.g., a blockage factor) rather than eBaaacteristic of the asset or liability (e.g.oafrol premium) is not permitted in a fair value
measurement.

The guidance also requires enhanced disclosureg &hovalue measurements, including, among atfiegs, (a) for fair value
measurements categorized within Level Il of thie ¥alue hierarchy, (1) a quantitative disclosuf¢eh@ unobservable inputs and assumptions
used in the measurement, (2) the valuation pracssd by the reporting entity, and (3) a narratiescdiption of the sensitivity of the fair va
measurement to changes in unobservable inputshandterrelationships between those unobservaplasnif any, and (b) the categorization
by level of the fair value hierarchy for items tlaa& not measured at fair value in the statemefimaicial position but for which the fair val
is required to be disclosed (for example, a finahicistrument that is measured at amortized codtdérstatement of financial position but for
which fair value is disclosed). The guidance als®ads disclosure requirements for significant fienssbetween Level | and Level Il and
now requires disclosure of all transfers betweevelsel and Il in the fair value hierarchy. As auk®f adopting ASU 2011-04, KKR
expanded its fair value disclosures. See Note & \Faue Measurements.”

On January 1, 2012, KKR adopted ASU 2011-05, Cohmgmisive Income. The ASU provides an entity wittoption to present the total
of comprehensive income, the components of netirecand the components of other comprehensive in@itiner in a single continuous
statement of comprehensive income or in two sepdmatt consecutive statements. In both choicesntity & required to present each
component of net income along with total net incoeseh component of other comprehensive incomegalaih a total for other
comprehensive income, and a total amount for congmrsive income. The guidance is effective for figears, and interim periods within
those years beginning after December 15, 2011 lamald be applied on a retrospective basis. KKRaukgpted the presentation of total
comprehensive income in two consecutive statem&ets.the Statements of Operations and Stateme@wnoprehensive Income (LosS).
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3. NET GAINS (LOSSES) FROM INVESTMENT ACTIVITIES

Net Gains (Losses) from Investment Activities ie tondensed consolidated statements of operatissst primarily of the realize
and unrealized gains and losses on investmentsiding foreign exchange gains and losses attritbet@bforeign denominated investments
and related activities) and other financial instemts, including those for which the fair value opthas been elected. Unrealized gains or
losses result from changes in the fair value ofehiavestments and other financial instrumentsnduai period. Upon disposition of an
investment or financial instrument, previously rgeized unrealized gains or losses are reverseadmodfsetting realized gain or loss is
recognized in the current period.

The following table summarizes total Net Gains @ax from Investment Activities for the three mengimded March 31, 2012 and
2011, respectively.

Three Months Ended Three Months Ended
March 31, 2012 March 31, 2011
Net Realized Net Unrealized Net Realized Net Unrealized
Gains (Losses) Gains (Losses) Gains (Losses) Gains (Losses)
Private Equity Investments ( $ 527,97¢ $ 2,481,141 $ 1,477,47. $ 1,035,58
Fixed Income and Other ( 50,61: 133,57- 35,43 35,75¢
Foreign Exchange Forward Contracts 14,83( (66,440 7,881 (93,986
Foreign Currency Options (| (10,740 7,83( — (8,259
Securities Sold Short (I (26,829 (12,38) (7,247) 3,752
Other Derivative Liabilitie: (3,069 (207) (112 (499
Contingent Carried Interest Repayment Guarante — (8,687 — —
Foreign Exchange Gains (Losses) on Debt Obliga 238 (879 — —
Foreign Exchange Gains (Losses) on Cash and Cash
Equivalents held at Consolidated Entit — (1279 1,421 —
Total Net Gains (Losses) from Investment Activitie: $ 553,02( $ 2,533,84' $ 151485 $ 972,35!
€)) See Note 4 “Investments.”
(b) See Note 7 “Other Assets and Accounts Payable,ugdcExpenses and Other Liabilities.”
(c) See Note 13 “Commitments and Contingencies.”
4. INVESTMENTS
Investments consist of the following:
Fair Value Cost
March 31, 2012 December 31, 201. March 31, 2012 December 31, 201.
Private Equity $ 37,388,55 $ 34,637,900 $ 33,818,14 $ 33,545,29
Fixed Income 2,752,60! 2,228,211 2,632,97! 2,199,399
Other 1,122,22 629,24 1,091,14. 650,80:
$ 41,263,38 $ 37,495,360 $ 37,542,26 $ 36,395,49
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As of March 31, 2012 and December 31, 2011, Investamtotaling $3,381,545 and $2,150,319, respdgtivere pledged as direct
collateral against various financing arrangeme®¢e Note 8 “Debt Obligations.”

As of March 31, 2012 and December 31, 2011, priegtgty investments which represented greater 8armf the total private
equity investments included:

Fair Value
March 31, 2012 December 31, 2011
Dollar General Corporatic $ 3,783,581 $ 3,399,22
Alliance Boots Gmbt 2,710,14 2,459,26:
HCA, Inc. 2,083,07: 1,854,24:

$ 8,576,80: $ 7,712,73.

The majority of the securities underlying privatpigy investments represent equity securities. Adarch 31, 2012 and
December 31, 2011, the fair value of investmeras were other than equity securities amounted 8381460 and $1,897,362, respectively.

5. FAIR VALUE MEASUREMENTS

The following tables summarize the valuation of KKvestments and other financial instruments,clhincludes those for which
the fair value option has been elected, measurédeported at fair value by the fair value hiergrtdvels described in Note 2 “Summary of
Significant Accounting Policies” as of March 31,1220and December 31, 2011.

Assets, at fair value:

March 31, 2012

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
(Level I) (Level I) (Level II) Total
Private Equity $ 11,621,11 $ 1,939,46! $ 23,827,97 $ 37,388,55
Fixed Income 17,21¢ 1,579,03: 1,156,34 2,752,60!
Other 681,83: 317,93. 122,46. 1,122,22
Total Investment 12,320,16 3,836,43 25,106,78 41,263,38
Foreign Exchange Forward Contra — 47,78¢ — 47,78¢
Other Derivative: — 2,340 — 2,341
Total Asset: $ 12,320,16 $ 3,886,56. $ 25,106,78 $ 41,313,51
December 31, 201,
Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
(Level I) (Level II) (Level III) Total

Private Equity $ 10,772,27 $ 1,897,36. $ 21,968,26 $ 34,637,90
Fixed Income 16,84 1,194,60. 1,016,75! 2,228,21|
Other 284,99° 248,07 96,17¢ 629,24¢
Total Investment 11,074,12 3,340,041 23,081,19 37,495,36
Foreign Exchange Forward Contra — 114,22: — 114,22
Other Derivative: — 49C — 49C
Total Asset: $ 11,07412 $ 3,454,75 $ 23,081,19 $ 37,610,07.
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Liabilities, at fair value:

March 31, 2012

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
(Level ) (Level 11) (Level 111) Total
Securities Sold Sho $ 477,357 $ — $ $ 477,35
Foreign Currency Optior — 3,951 3,951
Other Derivative: — 1,96¢ 1,96¢
Total Liabilities $ 477,35 $ 592( $ $ 483,27
December 31, 201,
Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
(Level I) (Level II) (Level III) Total
Securities Sold Sho $ 202,90¢ $ — $ $ 202,90¢
Foreign Currency Optior — 11,73¢ 11,73¢
Total Liabilities $ 202,90t $ 11,73¢  $ $ 214,64
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The following tables summarize changes in privapgitg, fixed income, and other investments measaratireported at fair value
for which Level Il inputs have been used to deteafair value for the three months ended March2®1,2 and 2011, respectively.

Three Months Ended
March 31, 2012

Private Fixed Total Level I
Equity Income Other Investments
Balance, Beginning of Peric $ 21,968,26 $ 1,016,75' $ 96,17¢ $  23,081,19
Transfers In (1 — 311 1,061 1,37
Transfers Out (2 — (12,627 — (12,627
Purchase 438,00¢ 166,47( 5,99¢ 610,47¢
Sales (48,53)) (34,360 — (82,89))
Settlement: — (10,657 — (10,657)
Net Realized Gains (Losse 22,46¢ 7,242 29,70"
Net Unrealized Gains (Losse 1,447,78 23,20¢ 19,22 1,490,20!
Balance, End of Peric $ 2382797 $ 1,156,34 $ 122,46. $  25,106,78
Changes in Net Unrealized Gains (Losses) Includedei
Gains (Losses) from Investment Activities (incluglin
foreign exchange gains and losses attributabler&ign-
denominated investments) related to Investmeritstd a:
Reporting Date $ 1,470,241 $ 26,370 % 19,22 $ 1,515,84.
Q) The Transfers In noted in the talilewe for fixed income and other investments aregipally attributable to certain investments

that experienced an insignificant level of markethdty during the period and thus were valuedha &bsence of observable inputs.

(2 The Transfers Out noted above foedixncome are principally attributable to certaimdstments that experienced a significant level
of market activity during the period and thus weakied using observable inputs.

Three Months Ended
March 31, 2011

Private Fixed Total Level Ill
Equity Income Other Investments
Balance, Beginning of Peric $ 23,172,79 $ 666,01: $ 45,18¢ $  23,883,99
Transfers In (1 — 89,44¢ — 89,44¢
Transfers Out (2 (4,333,22)) — (3,830 (4,337,05))
Purchase 790,48 158,33: 42,90« 991,72
Sales (818,36) (15,339 — (833,701
Net Realized Gains (Losse 574,98! 741 — 575,72¢
Net Unrealized Gains (Losse 1,307,00! 25,27¢ 3,51 1,335,79.
Balance, End of Peric $ 2069369 $ 92447 $ 87,77t $  21,705,94
Changes in Net Unrealized Gains (Losses) Includedei
Gains (Losses) from Investment Activities (incluglin
foreign exchange gains and losses attributablertagn-
denominated investments) related to Investmeritdistd a:
Reporting Dat¢ $ 696,54: $ 25,47C $ 3,36€ $ 725,371
1) The Transfers In noted in the talileve for fixed income investments are principaltyibutable to certain corporate credit

investments that experienced an insignificant lefeharket activity during the period and thus wea&ied in the absence of
observable inputs.

2 The Transfers Out noted in the tattleve for private equity investments are attribleab certain Portfolio Companies that
completed an initial public offering during the joet. The Transfers Out noted above for other itests are
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principally attributable to certain investmentsttbaperienced a significant level of market acyivduring the period and thus were valued
using observable inputs.

Total realized and unrealized gains and lossesdeddor Level lll investments are reported in iatins (Losses) from Investment
Activities in the accompanying condensed consadidatatements of operations. There were no tranbédween Level | and Level Il during
the three months ended March 31, 2012 and 201decétsely.
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The following table presents additional informatetvout valuation methodologies and inputs useihf@stments that are measured

at fair value and categorized within Level Il &dvarch 31, 2012:

Impact to

Valuation
from

Fair Value Weighted an Increase in

March 31, 2012 Valuation Methodologies Unobservable Input(s) (1) Average (2) Range Input (3)

Private equity investments $ 23,827,97°  Inputs to both market comparables an llliquidity Discount 10% 0%- 20% (6) Decreast
discounted cash flo Weight Ascribed to Market Comparab 48% 0%- 100% 4)
Weight Ascribed to Discounted Cash FI 52% 0%- 100% (5)

Market comparable Enterprise Value/LTM EBITDA Multiple 9x 4x - 15x @) Increase

Enterprise Value/Forward EBITDA Multip 9x 4x - 14x @) Increase

Control Premiun 1% 0%- 25% (8) Increase

Discounted cash flo\ Weighted Average Cost of Capi 10% 7%- 30% Decreast

Enterprise Value/LTM EBITDA Exit Multiple 9x 5x - 13x Increase

Fixed income investment: $ 950,34:(9) Market comparable Discount Margir 1327 bps 504 bps- 6750 bps Decreast

Yield to Maturity 17% 6%- 69% Decreast

Total Leverage 5x 1x- 7x Decreast

llliquidity Discount 3% 0%- 20% Decreast

()]
()
(©)
4)
(©)
(6)
™)
®)
)

In determining certain of these inputs, manageraealuates a variety of factors including econonoieditions, industry and market developments, mariktations of comparable companies and
company specific developments including exit sgie and realization opportunities. Managementdedsrmined that market participants would takeéhaputs into account when valuing the
investments. LTM means Last Twelve Months and EBATmeans Earnings Before Interest Taxes Depreciatial Amortization.

Inputs were weighted based on the fair value ofriestments included in the range.

Unless otherwise noted, this column representsliteetional change in the fair value of the Levklnvestments that would result from an increas¢éhe corresponding unobservable input. A decrease
the unobservable input would have the oppositeefféignificant increases and decreases in thesesrin isolation could result in significantly hier or lower fair value measurements.

The directional change from an increase in the hteagcribed to the market comparables approachdinatease the fair value of the Level Ill inveshtgeif the market comparables approach results in a
higher valuation than the discounted cash flow aagh. The opposite would be true if the market canaiples approach results in a lower valuation thardiscounted cash flow approach.

The directional change from an increase in the hteagcribed to the discounted cash flow approadhidviacrease the fair value of the Level Ill inwests if the discounted cash flow approach resulg
higher valuation than the market comparables ajproehe opposite would be true if the discounteshdbow approach results in a lower valuation tt@market comparables approach.

All private equity investments are assigned a minmb% illiquidity discount, with the exception ofviestments in KKR’s natural resources strategy.

Ranges shown exclude inputs relating to a singtéfglim company that was determined to lack compditg with other investments in KKR's private edyiportfolio. This portfolio company had a fair
value representing less than 0.5% of the totaMaline of Private Equity Investments and had arefpnise Value/LTM EBITDA Multiple and Enterprise Ma&/Forward EBITDA Multiple of 27x and 21x,
respectively. The exclusion of this investmentsioet impact the weighted average.

Level Il private equity investments whose valuatianclude a control premium represent less tharobgatal Level Il private equity investments. &kaluations for the remaining investments do not
include a control premium.

Amounts exclude $206.0 million of investments tivate valued using dealer quotes or third partyatidn firms and were therefore not subject to igant management judgment.

The table above excludes Other Investments inrti@uat of $122.5 million comprised primarily of paitely-held equity and equity-like
securities (e.g. warrants) in companies that ateneate equity or fixed income investments. Thawestments were valued using Level lll
valuation methodologies that are generally the sasnthose shown for private equity investments.

The various unobservable inputs used to deterrhimé&.evel 11l valuations may have similar or divergiimpacts on valuation. Signific:
increases and decreases in these inputs in igokatid interrelationships between those inputs caaddlt in significantly higher or lower fair
value measurement as noted in the table above.
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6. EARNINGS PER COMMON UNIT

Basic earnings per common unit are calculated iglidig Net Income (Loss) Attributable to KKR & Cb.P. by the total weighted
average number of common units outstanding dutiegeriod.

Diluted earnings per common unit is calculated iydihg Net Income (Loss) Attributable to KKR & Ca.P. by the weighted
average number of common units outstanding duhiegoeriod increased to include the weighted avenageber of additional common units
that would have been outstanding if the dilutivéeptial common units had been issued.

For the three months ended March 31, 2012 and 2iki¢ and diluted earnings per common unit welaitzted as follows:

Three Months Ended Three Months Ended
March 31, 2012 March 31, 2011
Basic Diluted Basic Diluted
Net Income (Loss) Attributable to KKR & Co. L. $ 190,43¢ $ 190,43t $ 159,56! $ 159,56!
Net Income Attributable to KKR & Co. L.P. Per Commudnit $ 08z % 0.8C $ 0.7t $ 0.7t
Total Weighte-Average Common Units Outstandi 229,099,33 237,832,10 213,479,63 213,509,63

For the three months ended March 31, 2012 and 204R, Holdings units have been excluded from theglaltion of diluted
earnings per common unit given that the exchangkesfe units would proportionally increase KKR &.CdP.’s interests in the KKR Group
Partnerships and would have an anti-dilutive eftecearnings per common unit as a result of cetéairbenefits KKR & Co. L.P. is assumed
to receive upon the exchange.
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7. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES

Other assets consist of the following:

March 31, December 31
2012 2011
Interest and Note Receivable $ 326,69¢ $ 319,40:
Due from Broker (b 209,16 —
Unsettled Investment Sales 91,59( 230,97(
Fixed Assets, net (c 63,27: 59,61¢
Foreign Exchange Forward Contracts 47,78 114,22:
Receivable! 42,897 30,06(
Deferred Tax Asset 28,98 34,12¢
Intangible Asset, net ( 23,36: 24,31(
Deferred Financing Cos 21,08t 17,691
Deferred Transaction Cos 13,00¢ 8,981
Prepaid Expense 15,72: 10,70¢
Refundable Security Depos 7,60¢ 8,24z
Other 26,17¢ 10,36¢
$ 917,34 % 868,70!

€) Represents interest receivable and a promissogyraotived from a third party. The promissory ragars interest at a fixed
rate of 3.0% per annum and matures on Februarg@®as.

(b) Represents amounts held at clearing brokers regultbm securities transactions.

(c) Represents amounts due from third parties for imvests sold for which cash settlement has not eedur

(d) Net of accumulated depreciation and amortizatioh&¥,076 and $80,501 as of March 31, 2012 and DeeeSB1, 2011,
respectively. Depreciation and amortization expeatded $2,572 and $2,670 for the three montheeiarch 31, 2012 and
2011, respectively.

(e) Represents derivative financial instruments useddoage foreign exchange risk arising from ceffi@@ieign denominated
investments. Such instruments are measured atdtie with changes in fair value recorded in NeinGgLosses) from
Investment Activities in the accompanying conderns@usolidated statements of operations. See NteBGains (Losses)
from Investment Activities” for the net changedair value associated with these instruments.

()] Net of accumulated amortization of $14,523 and %18 as of March 31, 2012 and December 31, 201fiectisely.
Amortization expense totaled $947 for the three tmoended March 31, 2012 and 2011, respectively.
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Accounts Payable, Accrued Expenses and Other [tiabitonsist of the following:

March 31, December 31,
2012 2011
Amounts Payable to Carry Pool | $ 607,92¢ $ 448,81
Securities Sold Short (k 477,35 202,90t
Unsettled Investment Purchases 339,91( 49,66¢
Interest Payabl 110,58t 119,33
Accounts Payable and Accrued Exper 70,44 105,45:
Due to Broker (d 53,49: 33,10¢
Accrued Compensation and Bene 45,64( 12,74«
Deferred Incomt 16,45« 6,141
Taxes Payabl 4,10z 27,25¢
Foreign Currency Options (e 3,951 11,73¢
Fund Subscriptions Received in Adval 25 68,05(
Other Liabilities 3,93( —

$ 1,733,821 $ 1,085,21

(@)

(b)

(©

(d)
()

Represents the amount of carried interest payatH&R'’s principals, other professionals and seleéather individuals with

respect to KKR’s active funds and co-investmentaleh that provide for carried interest. See Not&@mmary of Significant

Accounting Policies.”

Represents the obligations of KKR to deliver a fftsecurity at a future point in time. Such sdties are measured at fair

value with changes in fair value recorded in NeinGgLosses) from Investment Activities in the aopanying condensed
consolidated statements of operations. See NoieBGains (Losses) from Investment Activities” tbe net changes in fair
value associated with these instruments. The @ss lfor these instruments at March 31, 2012 arseiDéer 31, 2011 were
$463,041 and $200,973, respectively.

Represents amounts owed to third parties for imvest purchases for which cash settlement has moire.

Represents amounts owed for securities transadtidiaged at clearing brokers.

Represents derivative financial instruments useddoage foreign exchange risk arising from ceffi@@ieign denominated
investments. The instruments are measured atdhiewith changes in fair value recorded in NetnGgLosses) from
Investment Activities in the accompanying conders@usolidated statements of operations. See NteBGains (Losses)
from Investment Activities” for the net changedair value associated with these instruments. Td# loasis for these
instruments at March 31, 2012 and December 31, 2@K1$18,746 and $18,791, respectively.
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8. DEBT OBLIGATIONS

Debt obligations consist of the following:

March 31, 2012 December 31, 201

Investment Financing Arrangemel $ 1,223,20 $ 1,066,53
Senior Note: 498,23. 498,18(
$ 1,721,43" $ 1,564,71

Investment Financing Arrangements

Certain of KKR’s investment vehicles have entergd financing arrangements with major financiatitusions, generally in
connection with specific investments with the objgxof enhancing returns. These financing arrargggmare generally not direct obligatic
of the general partners of KKR’s investment velsale its management companies.

Approximately $796.4 million of financing was sttured through the use of total return swaps whfédcevely convert third party
capital contributions into borrowings of KKR. Theaseal return swaps mature between October 201ZFabduary 2015. Upon the occurre
of certain events, including an event based owv#hge of the collateral and events of default, KRy be required to provide additional
collateral plus accrued interest, under the terhtedain of these financing arrangements. On Ma304.1, the terms of one of the total return
swaps were amended to extend the maturity, sdhtbabtal return swaps now expire in October 201 the per annum rate of interest was
increased from LIBOR plus 1.35% to LIBOR plus 2.506 of March 31, 2012, the per annum rates of@sepayable for the financings
range from three-month LIBOR plus 1.75% to threeathd IBOR plus 2.50% (rates ranging from 2.29% 1@436). These financing
arrangements are non-recourse to KKR beyond thefepassets pledged as collateral.

Approximately $182.2 million of financing was sttured through the use of a syndicated term anda@viag credit facility (the
“Term Facility”) that matures in August 2014. Ther@nnum rate of interest for each borrowing unlderTerm Facility was equal to the
Bloomberg United States Dollar Interest Rate Swak Rate plus 1.75% at the time of each borrowirdguathe Term Facility through
March 11, 2010. On March 11, 2010, the Term Faoilias amended and the per annum rate of interés igreater of the ¥ear interest rat
swap rate plus 1.75% or 4.65% for periods from Mar2, 2010 to June 7, 2012. For the period Ju2®B? through maturity the interest rate
is equal to one year LIBOR plus 1.75%. The interat& at March 31, 2012 on the borrowings outstadias 4.65%. This financing
arrangement is non-recourse to KKR beyond the Spedsets pledged as collateral.

In April 2011, one of KKR'’s private equity investmtevehicles entered into a revolving credit fagilitith a major financial
institution (the “Revolver Facility”) with respett a specific private equity investment. The Reeolvacility provides for up to $50.1 million
of financing and matures on the first anniversdrthe agreement. Upon the occurrence of certaintsy@ecluding an event based on the
value of the collateral and events of default, KBy be required to provide additional collaterakRKhas the option to extend the agreer
for an additional two years provided the valuehaf investment meets certain defined financial sat@n April 5, 2012, an agreement was
made to extend the maturity of the Revolver Facitit April 4, 2014. In addition, KKR may requestincrease the commitment to the
Revolver Facility up to $75.1 million, subject #nder approval and provided the value of the imueat meets certain defined financial ra
The per annum rate of interest for each borrowimgen the Revolver Facility is equal to the Hong gamterbank market rate plus 3.75%.
interest rate at March 31, 2012 on the borrowingstanding ranged from 4.09% to 4.15%. As of Ma&8th2012, $40.8 million of
borrowings were outstanding under the RevolverlBaci his financing arrangement is non-recours&kR beyond the specific assets
pledged as collateral.

During May 2011, a KKR investment vehicle entenet ia $200.0 million non-recourse multi-currencsetiryear revolving credit
agreement that bears interest at LIBOR plus 2. #6%“Mezzanine Investment Credit Agreement”). Thezighnine Investment Credit
Agreement is expected to be used to manage tiniffegehces between capital calls from limited pariin the investment vehicle and
funding of investment opportunities and to borromiareign currencies for purposes of hedging theifm currency risk of non-U.S. dollar
investments. During the three months ended Mar¢t2@12, $52.0 million was drawn down and $89.2iomillwas repaid. As of March 31,
2012, $10.6 million of borrowings were outstandingler the Mezzanine Investment Credit AgreemenbfAdarch 31, 2012, the interest
rate on borrowings outstanding under the
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Mezzanine Investment Credit Agreement was 3.63%& flillancing arrangement is non-recourse to KKRadmelthe specific assets and
capital commitments pledged as collateral.

In November 2011, a KKR investment vehicle enténéd a $200.0 million five-year borrowing base riwag credit facility (the
“Lending Partners Credit Agreement”). KKR has tipdian to extend the credit facility for up to twdditional years. In addition, KKR may
request to increase the commitment to the crediitiaup to $400.0 million when the ratio of thean commitments to committed equity
capital is 1.50:1. On April 2, 2012, KKR increaghd commitment to the credit facility to $400.0 lroih. The per annum rate of interest for
each borrowing under the Lending Partners CredieAment ranges from LIBOR plus 1.75% for broadiydiyated loans and LIBOR plus
2.75% for all other loans until November 15, 20h@ ¢éhereafter, LIBOR plus 4.00% per annum foradirls. As of March 31, 2012, $13.1
million of borrowings were outstanding under thentling Partners Credit Agreement. As of March 31,2@he interest rate on borrowings
outstanding under the Lending Partners Credit Agezg was 3.05%. This financing arrangement is reaourse to KKR beyond the spec
assets pledged as collateral.

In December 2011, a KKR investment vehicle enténtala $66.5 million (€50.0 million) one-year bowimg base revolving credit
facility that bears interest at LIBOR plus 1.75%e(tInvestment Credit Agreement™he Investment Credit Agreement is expected todee
to manage timing differences between capital @it the funding of investment opportunities. Adatrch 31, 2012, $30.2 million of
borrowings were outstanding under the InvestmeatiCAgreement. As of March 31, 2012, the interat on borrowings outstanding under
the Investment Credit Agreement was 2.73%. Thigrfiiing arrangement is non-recourse to KKR beyoadpecific assets and capital
commitments pledged as collateral.

In January 2012, a KKR investment vehicle entenéd & $200.0 million three-year borrowing base hemg credit facility (the
“KKR Debt Investors Il Investment Credit Agreeméni&s of March 31, 2012, $150.0 million of borrowingere outstanding under the Kl
Debt Investors Il Investment Credit Agreement. A8arch 31, 2012, the interest rate on borrowingstanding under the KKR Debt
Investors Il Investment Credit Agreement was 3.50%s financing arrangement is non-recourse to Ki€ond the specific assets pledged
as collateral.

Senior Notes

On September 29, 2010, KKR Group Finance Co. LIh€ {tssuer”), a subsidiary of KKR Management HotgirCorp., issued
$500 million aggregate principal amount of 6.375éhi8r Notes (the “Senior Notes”), which were issaed price of 99.584%. The Senior
Notes are unsecured and unsubordinated obligadiothe Issuer and will mature on September 29, 208[&ss earlier redeemed
repurchased. The Senior Notes are fully and un¢iondily guaranteed, jointly and severally, by KI€GRCo. L.P. and the KKR Group
Partnerships. The guarantees are unsecured anbaudsated obligations of the guarantors.

The Senior Notes bear interest at a rate of 6.3g&&annum, accruing from September 29, 2010. Istésgayable semi-annually in
arrears on March 29 and September 29 of each g@amencing on March 29, 2011. Interest expensa®@isénior Notes was $8.0 million
for the three months ended March 31, 2012 and 284 bf March 31, 2012, the fair value of the Semotes was $540.3 million.

The indenture, as supplemented by a first supplehementure, relating to the Senior Notes inchidevenants, including limitations
on the Issuer’s and the guarantors’ ability tojecttto exceptions, incur indebtedness secureiebg bn voting stock or profit participating
equity interests of their subsidiaries or mergasotidate or sell, transfer or lease assets. Ttheniture, as supplemented, also provides for
events of default and further provides that thetee or the holders of not less than 25% in ag¢gggancipal amount of the outstanding
Senior Notes may declare the Senior Notes immddidtee and payable upon the occurrence and dunegantinuance of any event of
default after expiration of any applicable gracequk 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 redeemdtkaissuer’s option in whole or in part, at amgdi 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 ggtgeprincipal amount of the Senior Na
repurchased plus any accrued and unpaid interesteoBenior Notes repurchased to, but not inclydimg date of repurchase.

34




Table of Contents
KKR Revolving Credit Agreements
Corporate Credit Agreement

On February 26, 2008, Kohlberg Kravis Roberts & C®. entered into a credit agreement with a mi@ancial institution (the
“Corporate Credit Agreement”). The Corporate Crédjteement originally provided for revolving borrmgs of up to $1.0 billion, with a
$50.0 million sublimit for swing-line notes and 2350 million sublimit for letters of credit.

On February 22, 2011, the parties amended the tefthe Corporate Credit Agreement such that effedtlarch 1, 2011, availability
for borrowings under the credit facility was redddeom $1.0 billion to $700.0 million and the matywas extended to March 1, 2016. In
addition, the KKR Group Partnerships became codveers of the facility, and KKR & Co. L.P. and thesuier of the Senior Notes became
guarantors of the amended and restated Corporatit@greement, together with certain general pagiof our private equity funds.

On June 3, 2011, the Corporate Credit Agreementarvended to admit a new lender, subject to the $ames and conditions, to
provide a commitment of $50.0 million. This commém has increased the availability for borrowingder the credit facility to
$750.0 million. As of March 31, 2012, no borrowingsre outstanding under the Corporate Credit AgesgmFor the three months ended
March 31, 2012, no amounts were drawn under thaiitdeility.

KCM Credit Agreemen

On February 27, 2008, KKR Capital Markets entergd a revolving credit agreement with a major ficiahinstitution (the “KCM
Credit Agreement”) for use in KKR’s capital markeétssiness. The KCM Credit Agreement, as amendedjges for revolving borrowings
of up to $500 million with a $500 million sublinfibr letters of credit. On March 30, 2012, an agrert was made to extend the maturity of
the KCM Credit Agreement from February 27, 2018%arch 30, 2017. In addition to extending the terogstain other terms of the KCM
Credit Agreement were renegotiated including a cédo of the cost of funding on amounts drawn ameduced commitment fee.
Borrowings under this facility may only be used éor capital markets business. As of March 31, 2@bZ2borrowings were outstanding un
the KCM Credit Agreement. For the three months dridarch 31, 2012, no amounts were drawn underrigitdacility.

9. INCOME TAXES

The KKR Group Partnerships and certain of theisalibries are treated as partnerships for U.Srédecome tax purposes and as
corporate entities in non-U.S. jurisdictions. Aatiogly, these entities in some cases are subjddeto York City unincorporated business tax
or non-U.S. income taxes. In addition, certainhef wholly-owned subsidiaries of KKR are subjecieideral, state and local income taxes.

KKR'’s effective tax rate was 0.57% and 1.31% fa three months ended March 31, 2012 and 2011, ctbaplg. KKR’s income ta:
provision was $17.1 million and $30.8 million féretthree months ended March 31, 2012 and 201lgcteply.

The effective tax rate differs from the statutcayerfor the three months ended March 31, 2012 aad gubstantially due to the
following: (a) a substantial amount of the reponted income (loss) before taxes is attributabledncontrolling interests that hold ownership
interests in consolidated entities and noncontrglinterests held by KKR Holdings, (b) certain arade subsidiaries are subject to federal,
state, local and foreign income taxes as applicaiteother partnership subsidiaries are subjeldets York City unincorporated business
taxes, and (c) a portion of the compensation clsaattebutable to KKR is not deductible for tax poses.

During the three month period ending March 31, 2@i€re were no material changes to KKR’s uncetrpositions. KKR
believes that there will not be a significant irase or decrease to the uncertain tax positionsnwith months of the reporting date.
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10. EQUITY BASED COMPENSATION

The following table summarizes the expense asstiaith equity based payments for the three moartiaed March 31, 2012 and
2011, respectively.

Three Months Ended

March 31,
2012 2011
KKR Holdings Principal Award $ 73,88¢ $ 89,60¢
KKR Holdings Restricted Equity Uni 4,12¢ 7,85¢
Equity Incentive Plan Unit 16,26: —
Discretionary Compensatic 20,06( 44,51,
Total $ 114,34. $ 141,98:

KKR Holdings Equity Award—Principal Awards

KKR principals and certain non-employee consultamd service providers received grants of KKR Haidi units which are
exchangeable for KKR Group Partnership Units. Thests are subject to minimum retained ownershipuirements and in certain cases,
transfer restrictions, and allow for their exchairge common units of KKR & Co. L.P. on a one-fareobasis. As of March 31, 2012, KKR
Holdings owns approximately 66.1%, or 451,666,2flthe outstanding KKR Group Partnership Units.

Except for any units that vested on the date afitgiaits are subject to service based vesting @pfive-year period from the date of
grant. The transfer restriction period will genradst for a minimum of (i) one year with respéztone-half of the interests vesting on any
vesting date and (ii) two years with respect todtieer onehalf of the interests vesting on such vesting datieile providing services to KKF
these individuals will also be subject to minimugtained ownership rules requiring them to contirslphold at least 25% of their vested
interests. Upon separation from KKR, certain indidls will be subject to the terms of a non-compgteement that may require the
forfeiture of certain vested and unvested unituhthe terms of the non-compete agreement beteibldlolders of KKR Group Partnership
Units held through KKR Holdings are not entitledotarticipate in distributions made on KKR GrouptRarship Units until such units are
vested.

Because KKR Holdings is a partnership, all of tb&,866,211 KKR Holdings units have been legallpedted, but the allocation of
25,922,317 of these units has not been communitatedch respective principal. The units that hastebeen communicated are subject to
performance based vesting conditions, which incluaéitability and other similar criteria. Thesateria are not sufficiently specific to
constitute performance conditions for accountingppaes, and the achievement, or lack thereof b&illiletermined based upon the exercis
judgment by the general partner of KKR Holdingscliprincipal will ultimately receive between zemdal00% of the units initiall
allocated. The allocation of these units has nbbgen communicated to the award recipients asmtlissmanagement’s decision on how to
best incentivize its principals. It is anticipatbat additional service-based vesting conditiorslve imposed at the time the allocation is
initially communicated to the respective princip&&R applied the guidance of Accounting Standatdsle (“ASC") 718 and concluded that
these KKR Holdings units do not yet meet the datéor recognition of compensation cost becausthaethe grant date nor the service
inception date has occurred. In reaching a cormiutiat the service inception date has not occukE@R considered (a) the fact that the
vesting conditions are not sufficiently specificctonstitute performance conditions for accountingppses, (b) the significant judgment that
can be exercised by the general partner of KKR idgklin determining whether the vesting conditians ultimately achieved, and (c) the
absence of communication to the principals of afigrmation related to the number of units they wieitally allocated. The allocation of
these units will be communicated to the award fenig when the performance-based vesting conditians been met, and currently there is
no plan as to when the communication will occure Tetermination as to whether the award recipieat® satisfied the performance-based
vesting conditions is made by the general parth&kdR Holdings, and is based on multiple factorgvarily related to the award recipients’
individual performance.
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The fair value of KKR Holdings unit grants is basedthe closing price of KKR & Co. L.P. common nitn the date of grant. KKR
determined this to be the best evidence of fameals a KKR & Co. L.P. common unit is traded ireative market and has an observable
market price. Additionally, a KKR Holdings unitas instrument with terms and conditions similathtose of a KKR & Co. L.P. common
unit. Specifically, units in both KKR Holdings atkR & Co. L.P. represent ownership interests in K&lRoup Partnership Units and,
subject to any vesting, minimum retained ownersaguirements and transfer restrictions referenbede each KKR Holdings unit is
exchangeable into a KKR Group Partnership Unittéwed into a KKR & Co. L.P. common unit on a one-foe basis.

Units granted to principals give rise to equitydspayment charges in the condensed consolidattmdrsnts of operations based on
the grantdate fair value of the award. For units vestinglangrant date, expense is recognized on the figteust based on the fair value ¢
KKR & Co. L.P. common unit on the grant date mdidg by the number of vested units. Equity-baseghmnt expense on unvested units is
calculated based on the fair value of a KKR & Cd?.L.common unit at the time of grant, discountedlie lack of participation rights in the
expected distributions on unvested units, whiclyearfrom 7% to 52%, multiplied by the number of ested units on the grant date.

Units granted to certain non-employee consultamtksrvice providers give rise to general, adnmaiste and other charges in the
condensed consolidated statements of operationarfis vesting on the grant date, expense is razed on the date of grant based on the
fair value of a KKR & Co. L.P. common unit on theagt date multiplied by the number of vested ur@sneral, administrative and other
expense recognized on unvested units is calcubateeld on the fair value of a KKR & Co. L.P. comnomit on each reporting date and
subsequently adjusted for the actual fair valuthefaward at each vesting date. Accordingly, thesue=d value of these units will not be
finalized until each vesting date.

The calculation of equity-based payment expensegandral administrative and other expense on uedastits assumes a forfeiture
rate of up to 10% annually based upon expecteadwamby class of principal, consultant, or senpeavider.

As of March 31, 2012, there was approximately $298illion of estimated unrecognized equity-baseghpent and general
administrative and other expense related to undesieards. That cost is expected to be recognizedaweighted-average period of
1.0 years, using the graded attribution methodckwhieats each vesting portion as a separate award.

A summary of the status of KKR’s unvested equitgdshawards granted to KKR principals from Januag012 through March 31,
2012 are presented below:

Weighted

Average Grant

Units Date Fair Value
Balance, January 1, 20. 91,741,79 $ 7.6€
Granted 7,713,271 9.6t
Vested — —
Forfeited — —
Balance, March 31, 201 99,455,06 $ 7.81

The weighted average remaining vesting period atech unvested units are expected to vest is laBsye
The following table summarizes the remaining vegtianches for KKR principals:
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Vesting Date Units
April 1, 2012 2,058,90
October 1, 201; 30,195,61
April 1, 2013 1,344,92
October 1, 201: 30,083,33
April 1, 2014 1,310,17:
October 1, 201. 30,083,37
April 1, 2015 1,310,23.
October 1, 201! 1,818,96.
April 1, 2016 15,00¢
October 1, 2011 1,234,54.
99,455,06

KKR Holdings Equity Award—Restricted Equity Units

Grants of restricted equity units based on KKR @rBartnership Units held by KKR Holdings were mamlprofessionals, support
staff, and other personnel. These grants will imeléal by KKR Holdings and will not dilute KKR's intests in the KKR Group Partnerships.
The vesting of these restricted equity units ocauisstallments up to five years from the dateyant.

As of March 31, 2012, there was approximately $8iion of estimated unrecognized expense relateghivested awards. That cost
is expected to be recognized over a weighted aequagod of 0.9 years, using the graded attributi@thod, which treats each vesting por
as a separate award.

A summary of the status of KKR Holdings’ unvestedtricted equity units granted to KKR professionsilgport staff, and other
personnel from January 1, 2012 through March 31226 presented below:

Weighted

Average Grant

Units Date Fair Value
Balance, January 1, 20. 2,812,49 $ 10.9(
Granted — —
Vested — —
Forfeited (36,959 10.6¢
Balance, March 31, 201 2,775,554 $ 10.9C

The weighted average remaining vesting period atech unvested units are expected to vest is latsye

A summary of the remaining vesting tranches of KIH&dings’ restricted equity awards granted to KKiefpssionals, support staff,
and other personnel is presented below:

38




Table of Contents

Vesting Date Units
April 1, 2012 228,88
October 1, 201; 1,447,45!
April 1, 2013 212,01
October 1, 201: 262,20¢
April 1, 2014 183,56°
October 1, 201. 255,54¢
April 1, 2015 157,53¢
October 1, 201! 28,32¢
2,775,54,

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

Under the KKR & Co. L.P. 2010 Equity Incentive Plgine “Equity Incentive Plan”), KKR is permitted ¢pant equity awards
representing ownership interests in KKR & Co. LcBmmon units. Vested awards under the Equity Ineeftlan dilute KKR & Co. L.P.
common unit holders and KKR Holdings pro rata inaadance with their respective percentage inteirgtse KKR Group Partnerships.

The total number of common units that may be issumter the Equity Incentive Plan is equivalent%&olof the number of fully
diluted common units outstanding, subject to anadaistment. As of March 31, 2012, equity awardistireg to 18,050,871 KKR & Co. L.P.
common units have been granted under the Equignline Plan, certain of which vest over a periodpto five years from the date of grant.
In certain cases, these awards are subject tderamstrictions and minimum retained ownershipuregments. The transfer restriction period,
if applicable, lasts for (i) one year with resptecone-half of the interests vesting on any vestiatg and (ii) two years with respect to the
other one-half of the interests vesting on suchivgslate. While providing services to KKR, if ajgalble, certain of these individuals are also
subject to minimum retained ownership rules reqgithem to continuously hold common unit equivadesgqual to at least 15% of their
cumulatively vested interests.

Expense associated with the vesting of these avimtissed on the closing price of the KKR & Co..LcBmmon units on the date of
grant, discounted for the lack of participatiorhtigyin the expected distributions on unvested pwnitéch ranges from 7% to 52% multiplied
by the number of unvested units on the grant datpense is recognized on a straight line basis theelife of the award and assumes a
forfeiture rate of up to 10% annually based upopeeted turnover by class of recipient.

As of March 31, 2012, there was approximately $a32illion of estimated unrecognized expense reltdachvested awards. That
cost is expected to be recognized over a weighterhge period of 1.6 years, using the straightrimethod.

A summary of the status of awards granted undeEthaty Incentive Plan from January 1, 2012 throigrch 31, 2012 is present

below:
Weighted

Average Grant

Units Date Fair Value
Balance, January 1, 20. 5,850,18: $ 9.6¢
Granted 11,665,43 9.54
Vested — —
Forfeited (15,42) 10.7¢
Balance, March 31, 201 17,500,19 $ 9.5¢

The weighted average remaining vesting period atech unvested awards are expected to vest iséafsy
A summary of the remaining vesting tranches of awaranted under the Equity Incentive Plan is priesebelow:
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Vesting Date Units
April 1, 2012 869,32
October 1, 201; 2,108,49i
April 1, 2013 2,698,61!
October 1, 201: 1,920,42
April 1, 2014 2,632,40:
October 1, 201. 1,876,20!
April 1, 2015 2,537,73i
October 1, 201! 1,374,59
April 1, 2016 472,66:
October 1, 201! 1,002,49.
April 1, 2017 7,23¢
17,500,19

Discretionary Compensation and Discretionary Allcians

Certain KKR principals who hold KKR Group Partnapsbinits through KKR Holdings are expected to Hedlted, on a
discretionary basis, distributions on KKR GrouptRarship Units received by KKR Holdings. These diionary allocations allow the
principal to receive amounts in excess of theiteggquity interests. Because unvested units dbana distribution participation rights, any
amounts allocated in excess of a principal’s vestgdty interests are reflected as employee congpiemsand benefits expense. These
compensation charges have been recorded based anwvasted portion of quarterly earnings distritmgireceived by KKR Holdings.
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11. RELATED PARTY TRANSACTIONS

Due from and to Affiliates consists of:

March 31, 2012 December 31, 201
Due from Principals (¢ $ 47,25 $ 55,93}
Due from Related Entitie 69,02t 53,76¢
Due from Portfolio Companie 34,06: 39,90¢
$ 150,33t $ 149,60!
March 31, 2012 December 31, 2011

Due to KKR Holdings in Connection with the Tax Rizeble
Agreement (b $ 47,260 $ 40,32(
Due to Related Entitie 2,492 2,742
$ 49,75¢  $ 43,06
(@) Represents an amount due from KKR principals feraimount of the clawback obligation that would éguired to be funded

by KKR principals who do not hold direct controtiimnd economic interests in the KKR Group Partripssisee Note 13
“Commitments and Contingencies”.

(b) Represents amounts owed to KKR Holdings and/@ritxcipals under the Tax Receivable Agreement.Ng&te 2, “Summary
of Significant Accounting Policies—Tax Receivablgraement.”

KKR Financial Holdings LLC (‘KFN")

KFN is a publicly traded specialty finance comparhose limited liability company interests are lgsten the NYSE under the
symbol “KFN.” KFN is managed by KKR but is not umdke common control of the Senior Principals drestvise consolidated by KKR as
control is maintained by third-party investors. KRlds organized in August 2004 and completed italrmublic offering on June 24, 2005.
As of March 31, 2012 and December 31, 2011, KFNdwmtsolidated assets of $8.8 billion and $8.6dillirespectively, and shareholders’
equity of $1.8 billion and $1.7 billion, respectiyeShares of KFN held by KKR represented less ttignof KFN's outstanding shares as of
March 31, 2012. There were no outstanding shar&$df held by KKR as of December 31, 2011. If KKRrevéo exercise all of its
outstanding vested options, KKR’s ownership inteire&FN would be less than 1% of KFN’s outstandgires as of March 31, 2012 and
December 31, 2011, respectively.

Discretionary Investment

Certain of KKR’s investment professionals, incluglits principals and other qualifying employeeg, permitted to invest, and have
invested, their own capital in side-by-side investits with its private equity funds and other inwestt vehicles. Side-by-side investmeaits
made on the same terms and conditions as thosé@eatdpy the applicable fund or investment vehiebesept that the side-lside investment
are not subject to management fees or a carrietestt The cash invested by these individuals agged $35.9 million and $15.1 million for
the three months ended March 31, 2012 and 201dectsely. These investments are not included énatcompanying financial statements.

Aircraft and Other Service!

Certain of the Senior Principals own aircraft ti&tR uses for business purposes in the ordinaryssoaf its operations. These
Senior Principals paid for the purchase of theszait with personal funds and bear all operatpersonnel and maintenance costs associatec
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 $1.4 million andZstillion for the use of these aircraft for theegamonths ended March 31, 2012 and 2
respectively.
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Facilities

Certain of the Senior Principals are partnersrieadestate based partnership that maintains aemsip interest in KKR'’s Menlo
Park location. Payments made to this partnershie %&.7 million and $1.6 million for the three mlonteriods ended March 31, 2012 and
2011, respectively.

12. SEGMENT REPORTING

KKR operates through three reportable business eetgmThese segments, which are differentiatedauiiyrby their investment
objectives and strategies, consist of the following

Private Markets

Through the Private Markets segment, KKR managdssponsors a group of private equity funds ancheestment vehicles that
invest capital for longerm appreciation, either through controlling ovaigp of a company or strategic minority positiokKR also manage
and sponsors investments in infrastructure, nateszlurces and real estate. These investment fueldigles and accounts are managed by
Kohlberg Kravis Roberts & Co. L.P., an SEC registeinvestment adviser.

Public Markets

Through the Public Markets segment, KKR managgxaialty finance company, as well as a numberwadstment funds, structur
finance vehicles and separately managed accouwttgtrest capital in (i) leveraged credit strategmich as leveraged loans and high yield
bonds, (i) liquid long/short equity strategies diii) alternative credit strategies such as me@mimvestments, special situations investments
and direct senior lending. These funds, vehiclesatounts are managed by KKR Asset Management ahGEC registered investment
adviser.

Capital Markets and Principal Activities

KKR’s Capital Markets and Principal Activities segnt combines KKR’s principal assets with its globapital markets business.
KKR'’s capital markets business supports the fitsmportfolio companies and select third partiephyviding tailored capital markets advice
and by developing and implementing both traditicarad non-traditional capital solutions for invesihtseand companies seeking financing.
KKR'’s capital markets services include arrangingtdand equity financing for transactions, placimgl anderwriting securities offerings,
structuring new investment products and providiagital markets services. KKR’s principal asset h@gmarily includes investments in its
private equity funds, co-investments in certaintfodip companies of such private equity funds, gahpartner interests in various KKR-
sponsored investment funds, and other assets omnt#a firm's balance sheet.

Key Performance Measure

Fee Related Earnings (“FRE"), Economic Net Incoiresé) (“ENI”) and Book Value are key performanceasigres used by
management. These measures are used by managameking resource deployment and operating dedsasnwell as assessing the overall
performance of each of KKR’s business segments.

FRE

FRE is comprised of segment operating revenuestzsent operating expenses and is used by managjasan alternative
measurement of the operating earnings of KKR ambusiness segments before investment income.drhpanents of FRE on a segment
basis differ from the equivalent GAAP amounts aroasolidated basis as a result of: (i) the inclugibmanagement fees earned from
consolidated funds that were eliminated in consdiah; (ii) the exclusion of fees and expenseseofain consolidated entities; (jii) the
exclusion of charges relating to the amortizatibmtangible assets; (iv) the exclusion of chargaating to carry pool allocations; (v) the
exclusion of non-cash equity charges and otheraasi-compensation charges borne by KKR Holdingsoorrred under the Equity Incenti
Plan; (vi) the exclusion of certain reimbursableenses; and (vii) the exclusion of certain non-réeg items.
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ENI

ENI is a measure of profitability for KKR’s repobie@ segments and is used by management as aratillermeasurement of the
operating and investment earnings of KKR and isifess segments. ENI is comprised of: (i) FRE; filusegment investment income
(loss), which is reduced for carry pool allocati@msl management fee refunds; less (iii) certaimecnc interests in KKRS segments held t
third parties. ENI differs from net income (loss) ® GAAP basis as a result of: (i) the exclusiothefitems referred to in FRE above; (ii) the
exclusion of investment income (loss) relating émeontrolling interests; and (iii) the exclusionin¢ome taxes.

Book Value

Book Value is a measure of the net assets of KKk&isrtable segments and is used by managementrjyiineassessing the
unrealized value of our investment portfolio, irdig carried interest, as well as KKR’s overalliidjty position. Book value differs from the
equivalent GAAP amounts on a consolidated basiearily as a result of the exclusion of ownershigiiasts in consolidated investment
vehicles and other entities that are attributableancontrolling interests.

KKR'’s reportable segments are presented priordmgieffect to the allocation of income (loss) betm KKR and KKR Holdings
and as such represents KKR'’s business in total.
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The following table presents the financial datak#iR’s reportable segments as of and for the thmeaths ended March 31, 2012:

As of and for the
Three Months Ended March 31, 2012

Capital Markets Total
and Principal Reportable
Private Markets Public Markets Activities Segments
Fees
Management and incentive fe
Management fee $ 106,91: $ 21,73. $ — $ 128,64
Incentive fee: — 9,67( — 9,67(
Management and incentive fe 106,91: 31,40 — 138,31«
Monitoring and transaction fee
Monitoring fees 25,82: — — 25,82:
Transaction fee 11,66 2,42: 30,20¢ 44,29¢
Fee credits (1 (17,706 (1,637) — (19,349
Net monitoring and transaction fe 19,78 78% 30,20¢ 50,77:
Total fees 126,69! 32,18¢ 30,20¢ 189,09
Expense!
Compensation and benef 44,48¢ 11,38: 6,85¢ 62,72«
Occupancy and related char¢ 12,80¢ 1,41¢ 23¢€ 14,46
Other operating expens 31,67¢ 3,97 2,89 38,54¢
Total expense 88,96¢ 16,77 9,991 115,73
Fee related earning 37,72¢ 15,40¢ 20,21¢ 73,35¢
Investment income (los:
Gross carried intere 454 ,50! 14,85¢ — 469,36«
Less: Allocation to KKR carry pool (: (185,567 (5,944 — (191,509)
Less: Management fee refunds (40,709 — — (40,709
Net carried interes 228,23! 8,91t — 237,15
Other investment income (los 1,652 (23) 418,27¢ 419,90°
Total investment income (los 229,88 8,892 418,27¢ 657,05
Income (loss) before noncontrolling interests icoime of
consolidated entitie 267,61t 24,30 438,49t 730,41:
Income (loss) attributable to noncontrolling intee(4) 2,29¢ 431 484 3,211
Economic net income (los $ 265,32( $ 23,87( $ 438,01 $  727,20:
Total Assets $ 977,92t $ 82917 $ 571441 $ 6,775,26
Book Value $ 818,49 $ 70,90 $ 5,187,75/ $ 6,077,15

(1) KKR’s agreements with the limited partners of ciertaf its investment funds require KKR to sharehittiese limited partners
an agreed upon percentage of monitoring and tréinsdees received from Portfolio Companies (“Feedits”). Limited
partners receive Fee Credits only with respectdaitoring and transaction fees that are allocabkbae fund's investment in the
Portfolio Company and not, for example, any feéscable
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)

®3)

(4)

to capital invested through co-investment vehidies Credits are calculated after deducting cefteid-related expenses and
generally amount to 80% of allocable monitoring &nachsaction fees after fund-related expenseseamrered, although the
actual percentage may vary from fund to fund.

With respect to KKR’s active and future investmimtds and co-investment vehicles that provide &oried interest, KKR will
allocate to its principals, other professionals selécted other individuals who work in these opena a portion of the carried
interest earned in relation to these funds asqgfats carry pool.

Certain of KKR’s investment funds require that KK&und up to 20% of any cash management fees efmmadimited
partners in the event that the funds recognizeréedainterest. At such time as the fund recognaearried interest in an amol
sufficient to cover 20% of the cash managementéeesed or a portion thereof, carried interestiiced, not to exceed 20% of
cash management fees earned. In periods wherdrimeetsreturns subsequently decrease or turn negageognized carried
interest will be reduced and consequently the amoiine management fee refund would be reducedtieg in income being
recognized during the period. As of March 31, 2G865.0 million of carried interest is subject tomagement fee refunds, whi
may reduce carried interest recognized in futureos.

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 andli@gate to a third party investor approximately 8¥the equity in KKR’s
capital markets business.

The following table reconciles KKR'’s total reportalsegments to the financial statements as of anthé three months ended
March 31, 2012:

As of and for the
Three Months Ended March 31, 2012

Total

Reportable

Segments Adjustments Consolidated
Fees(a $ 189,09( $ (72,789 $ 116,30’
Expenses(b $ 115,73: $ 329,52: $ 445 ,25¢
Investment income (loss)( $ 657,05 $§ 2,660,94 $  3,317,99
Income (loss) before tax $ 730,410 $§ 2,258,63 $  2,989,04
Income (loss) attributable to redeemable noncdimpinterests $ — 3 527z $ 5,272
Income (loss) attributable to noncontrolling intEs $ 3211 $ 2,773,05 $ 2,776,26
Total assets(c $ 6,77526. $ 36,745,14 $ 43,520,41
Book Value (e $ 6,077,150 $ (4,566,88) $ 1,510,27.

(@)

(b)

(©

(d)

The fees adjustment primarily represents (i) timiahtion of management fees of $108,438 upon datemn of the KKR
Funds, (ii) the elimination of Fee Credits of $1 upon consolidation of the KKR Funds, (iii) a ggaip of reimbursable
expenses of $3,660 and (iv) other adjustments 8f28B.

The expenses adjustment primarily representséijrtblusion of non-cash equity based charges Hoyri€KR Holdings or
granted under the Equity Incentive Plan, which amted to $114,341 (ii) allocations to the carry pob$191,5086, (iii) a gross
up of reimbursable expenses of $6,189, (iv) opegatixpenses of $15,813 primarily associated wighrblusion of operating
expenses upon consolidation of the KKR Funds ahdrantities and (v) other adjustments of $1,675.

The investment income (loss) adjustment primaelyresents (i) the inclusion of investment incom82#28,727 attributable
to noncontrolling interests upon consolidationtef KKR Funds, (ii) allocations to the carry pookdf91,506, and (iii) exclusic
of management fee refunds of $40,708.

Substantially all of the total assets adjustmeptasents the inclusion of private equity and otheestments that are attributa
to noncontrolling interests upon consolidationtsd KKR Funds.
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(e) The book value adjustment represents the exclugiooncontrolling interests held by KKR Holdings®4,560,614 and the
equity impact of KKR Management Holdings Corp. ¢gaind other of $6,269.

The reconciliation of net income (loss) attributatd KKR & Co. L.P. as reported in the condenseatsobidated statements of
operations to economic net income (loss) and fieger@ earnings consists of the following:

Three Months Ended
March 31, 2012

Net income (loss) attributable to KKR & Co. L. $ 190,43t
Plus: Net income (loss) attributable to nonconitnglinterests held by KKR Holding 404,19:
Plus: Equity Based Compensati 114,34:
Plus: Amortization of intangibles and other, 1,162
Plus: Income taxe 17,07
Economic net income (los 727,20:
Plus: Income attributable to segment noncontroliimgrests 3,211
Plus: Investment income (los (657,05)
Fee related earnin $ 73,35¢
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The following table presents the financial datak#iR’s reportable segments as of and for the thmeaths ended March 31, 2011:

As of and for the
Three Months Ended March 31, 2011

Capital Markets Total
and Principal Reportable
Private Markets Public Markets Activities Segments
Fees
Management and incentive fe
Management fee $ 110,25 $ 17,29: $ — $  127,55(
Incentive fee: — 12,01 — 12,01!
Management and incentive fe 110,25 29,30¢ — 139,56:
Monitoring and transaction fee
Monitoring fees 90,42% — — 90,42’
Transaction fee 53,17¢ 3,72¢ 30,36¢ 87,27¢
Fee credits (1 (70,787) (2,20%) — (72,99
Net monitoring and transaction fe 72,81¢ 1,52¢ 30,36¢ 104,71:
Total fees 183,07! 30,83( 30,36¢ 244,27:
Expense!
Compensation and benef 45,97¢ 11,15¢ 6,00¢ 63,14(
Occupancy and related char¢ 10,57¢ 95t 32¢ 11,85¢
Other operating expens 35,88¢ 4,20¢ 2,98( 43,07
Total expense 92,43 16,32: 9,31¢f 118,07:
Fee related earning 90,64 14,50¢ 21,054 126,20:
Investment income (los:
Gross carried intere 329,04 3,07¢ — 332,12:
Less: Allocation to KKR carry pool ( (138,289 (1,230 — (139,51)
Less: Management fee refunds (4,804 — — (4,804)
Net carried interes 185,95¢ 1,84 — 187,80:
Other investment income (los 1,067 (35)) 429,45¢ 430,17!
Total investment income (los 187,02! 1,49: 429,45¢ 617,97
Income (loss) before noncontrolling interests icoime of
consolidated entitie 277,66t 16,00: 450,51: 744,18
Income (loss) attributable to noncontrolling intee(4) 927 13€ 59t 1,66(
Economic net income (los $ 276,73¢ $ 15,86: $ 449,91t $  742,52(
Total Assets $ 1,136,55 $ 65,777 $ 5,782,12' $ 6,984,46.
Book Value $ 919,10: $ 54,04: $ 5,228,41 $ 6,201,56.
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1)

)

®3)

(4)

KKR'’s agreements with the limited partners of ciertaf its investment funds require KKR to sharehathiese limited partners
an agreed upon percentage of monitoring and tréinadees received from Portfolio Companies. Lirdifgrtners receive Fee
Credits only with respect to monitoring and tratigacfees that are allocable to the fund’s investhie the Portfolio Company
and not, for example, any fees allocable to capitasted through co-investment vehicles. Fee @ede calculated after
deducting certain fund-related expenses and géynaralount to 80% of allocable monitoring and trariam fees after fund-
related expenses are recovered, although the gttzéntage may vary from fund to fund.

With respect to KKR’s active and future investmfmtds and co-investment vehicles that provide &oried interest, KKR will
allocate to its principals, other professionals sekécted other individuals who work in these ofpyena a portion of the carried
interest earned in relation to these funds asgfats carry pool.

Certain of KKR’s investment funds require that KK&tund up to 20% of any cash management fees eforadimited
partners in the event that the funds recognizergedsinterest. At such time as the fund recogni&earried interest in an amot
sufficient to cover 20% of the cash managementéaesed or a portion thereof, carried interestiiced, not to exceed 20% of
cash management fees earned. In periods wherdrnmeeisreturns subsequently decrease or turn negaéeognized carried
interest will be reduced and consequently the amofitine management fee refund would be reducedtireg in income being
recognized during the period. As of March 31, 20882.4 million of carried interest was subject tamagement fee refunds,
which may reduce carried interest recognized inrfuperiods.

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 andli@gate to a third party investor approximately 8¥the equity in KKR’s
capital markets business.

The following table reconciles KKR'’s total reportalsegments to the financial statements as of anthé three months ended
March 31, 2011:

As of and for the
Three Months Ended March 31, 2011

Total
Reportable
Segments Adjustments Consolidated
Fees(a $ 24427 $ (12,43) $ 231,84
Expenses(b $ 118,07. $ 305,68. $ 423,75:
Investment income (loss)( $ 617,97 $ 1,922,151 $ 2,540,13.
Income (loss) before tax $ 744,18( $ 1,604,04 $ 2,348,22.
Income (loss) attributable to redeemable noncdimgpinterests $ — 8 — $ =
Income (loss) attributable to noncontrolling intEs $ 1.66C $ 2,156,211 $ 2,157,87
Total assets(c $ 6,984,46. $ 32,887,06 $ 39,871,53
Book Value (e $ 6,201,56. $ (4,740,51) $ 1,461,04.
(@) The fees adjustment primarily represents (i) timiahtion of management fees of $108,129 upon datet@mn of the KKR

(b)

Funds, (ii) the elimination of Fee Credits of $&.3ipon consolidation of the KKR Funds, (iii)) a ggaip of reimbursable
expenses of $10,602 and (iv) other adjustmentd ?fA45.

The expenses adjustment primarily representsdijrtblusion of non-cash equity based charges Hoyri€KR Holdings or
granted under the Equity Incentive Plan, which amted to $141,982 (ii) allocations to the carry pob$139,515, (iii) a gross
up of reimbursable expenses of $10,602, (iv) opegaxpenses of $10,763 primarily associated vhighibclusion of operating
expenses upon consolidation of the KKR Funds ahdrantities and (v) other adjustments of $2,819.
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(c)  The investment income (loss) adjustment primaslyresents (i) the inclusion of investment incom&X7 77,837 attributable
to noncontrolling interests upon consolidationhsd KKR Funds, (ii) allocations to the carry pool#df39,515, and (iii) exclusic

of management fee refunds of $4,804.

(d)  Substantially all of the total assets adjustmeptasents the inclusion of private equity and otheestments that are attributa

to noncontrolling interests upon consolidationtef KKR Funds.

(e) The book value adjustment represents the exclugiooncontrolling interests held by KKR Holdings®4,687,568 and the

equity impact of KKR Management Holdings Corp. égaind other of $52,949.

The reconciliation of net income (loss) attributatd KKR & Co. L.P. as reported in the condenseatsobidated statements of

operations to economic net income (loss) and fleeer@ earnings consists of the following:

Net income (loss) attributable to KKR & Co. L.

Plus: Net income (loss) attributable to nonconitnglinterests held by KKR Holding
Plus: Equity Based Compensati

Plus: Amortization of intangibles and other,

Plus: Income taxe

Economic net income (los

Plus: Income attributable to segment noncontroliimgrests

Plus: Investment income (los

Fee related earning
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Three Months Ended
March 31, 2011

$ 159,56!
408,90«

141,98;

1,28¢

30,78:

742 ,52(

1,66(

(617,97)

$ 126,20:
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13. COMMITMENTS AND CONTINGENCIES
Debt Covenant:

Borrowings of KKR contain various debt covenantse3e covenants do not, in management’s opiniorermmaty restrict KKR'’s
investment or financing strategies. KKR is in coimpte with all of its debt covenants as of MarchZ&112.

Investment Commitment

As of March 31, 2012, KKR had unfunded commitmeatis private equity and other investment vehide$594.9 million. In
addition, KKR’s capital markets business had unathdommitments of $69.9 million related to four tRito Companies’ revolving credit
facilities as of March 31, 2012.

Contingent Repayment Guarantees

The instruments governing KKR’s private equity fergknerally include a “clawback” provision thatirifjgered, 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 partneeisuired to return, on an after-tax basis,
previously distributed carry to the extent thate doi the diminished performance of later investsete aggregate amount of carry
distributions received by the general partner dytire term of the fund exceed the amount to whiehgeneral partner was ultimately entit

Certain KKR principals who received carried intémistributions prior to October 1, 2009 with respi the private equity funds
had personally guaranteed, on a several basisunjelcs to a cap, the contingent obligations ofgareral partners of the private equity funds
to repay amounts to fund limited partners purstatite general partners’ clawback obligations. Kigicipals remain responsible for any
clawback obligations relating to carry distributoreceived prior to October 1, 2009, up to a marinuf $223.6 million. At March 31, 2012,
KKR has recorded a receivable of $47.3 million wittue from affiliates for the amount of the clawkabligation required to be funded by
KKR principals who do not hold direct controllinganomic interests in the KKR Group PartnershipsryCdistributions arising subsequen
October 1, 2009 may give rise to clawback obligatithat will be allocated generally to carry poaititipants and the KKR Group
Partnerships. KKR will indemnify its principalsrfany personal guarantees that they have provididraspect to such amounts.

As of March 31, 2012, the amount of carried intetieat is subject to this clawback provision wag &8 million, assuming that all
applicable private equity funds were liquidateti@tvalue. Had the investments in such funds begidated at their March 31, 2012 fair
values, the clawback obligation would have beenZ#allion, of which $11.5 million is the obligaticof KKR and the remainder is the
obligation of affiliates and noncontrolling intetémlders.

The instruments governing certain of KKR’s privatpity funds may also include a “net loss sharirayision,” that, if triggered,
may give rise to a contingent obligation that meguire the general partners to contribute capitéhé fund, to fund 20% of the net losses on
investments. In connection with the “net loss sigprovisions,” certain of KKR’s private equity veles 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 veégin the event of a liquidation of the fund reded of whether any carried interest had
previously been distributed. Based on the fair reavklues as of March 31, 2012, there would haea Io® net loss sharing obligation. If the
vehicles were liquidated at zero value, the net &saring obligation would have been approxima$élp54.2 million as of March 31, 2012.

Indemnifications
In the normal course of business, KKR enters iotatiacts that contain a variety of representatamswarranties that provide
general indemnifications. KKR’s maximum exposurgemthese arrangements is unknown as this woutzlvevfuture claims that may be

made against KKR that have not yet occurred. Howédgsed on experience, KKR expects the risk oentloss to be remote.
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Litigation

From time to time, KKR is involved in various legabceedings, lawsuits and claims incidental tocthreduct of KKR’s business.
KKR'’s business is also subject to extensive regaiatvhich may result in regulatory proceedingsiasfait.

In August 1999, KKR and certain of its current dodner personnel were named as defendants in @ndurbught in the Circuit
Court of Jefferson County, Alabama, or the Alab&tete Court, alleging breach of fiduciary duty aodspiracy in connection with the
acquisition of Bruno’s, Inc. (“Bruno’s”), one of KIK's former portfolio companies, in 1995. The actieais removed to the U.S. Bankruptcy
Court for the Northern District of Alabama. In Ap2000, the complaint in this action was amendeflitther allege that KKR and others
violated state law by fraudulently misrepresentimg financial condition of Bruno’s in an August B8ubordinated notes offering relating to
the acquisition and in Bruno’s subsequent perifidemcial disclosures. In January 2001, the actvas transferred to the U.S. District Court
for the Northern District of Alabama. In 2009, thetion was remanded to the Alabama State Coursabsequently consolidated for pretrial
purposes with a similar action brought againstuhéerwriters of the August 1995 subordinated notésing, which was pending before the
Alabama State Court. The plaintiffs are seeking pensatory and punitive damages, in an unspecifigabiat to be proven at trial, for losses
they allegedly suffered in connection with theirghase of the subordinated notes. In September, 200R and the other named defendants
moved to dismiss the action. In April 2010, thel#dea State Court granted in part and denied intpantnotion to dismiss. In August 2011,
the Alabama Supreme Court denied KKR'’s petitiorksggpermission to appeal certain rulings madehgyAlabama State Court when
denying in part the motion to dismiss. In Octob@t 2, the plaintiffs’ investment adviser filed anemded motion to dismiss a third-party
complaint filed by KKR and other defendants asasgré contribution claim against the plaintifisvestment adviser. Briefing on the motiol
dismiss this third-party-complaint is ongoing. led@mber 2011, KKR filed a petition for a writ ofterari in the United States Supreme
Court seeking permission to appeal the AlabamaeBaprCourt’s denial of KKR’s petition. In Januaryl2Qthe Alabama State Court granted
a motion to sever the action from the related actigainst the underwriters of the subordinatedsa@escovery is ongoing in the action.

On May 23, 2011, KKR, certain KKR affiliates anathoard of directors of Primedia Inc. (a former K& tfolio company whose
directors at that time included certain KKR persgihmwere named as defendants, along with othetsydrshareholder class action compla
filed in the Court of Chancery of the State of Dedae challenging the sale of Primedia in a mengarsaction that was completed on July 13,
2011. These actions allege, among other thingsPttiaedia board members, KKR, and certain KKRliatés, breached their fiduciary dut
by entering into the merger agreement at an upfaie and failing to disclose all material informoat about the merger. Plaintiffs also allege
that the merger price was unfair in light of théuesof certain shareholder derivative claims, whigre dismissed on August 8, 2011, based
on a stipulation by the parties that the derivagilantiffs and any other former Primedia sharekaddost standing to prosecute the derivative
claims on behalf of Primedia when the Primedia raevgas completed. The dismissed shareholder demvelaims included allegations
concerning open market purchases of certain slodfesmedia’s preferred stock by KKR affiliates2002 and allegations concerning
Primedia’s redemption of certain shares of Primsgigeferred stock in 2004 and 2005, some of wiiehe owned by KKR affiliates. With
respect to the pending shareholder class acticaifeohying the Primedia merger, on June 7, 2011Ciét of Chancery denied a motion to
preliminarily enjoin the merger. On July 18, 20ftie Court of Chancery consolidated the two pendhmareholder class actions and appoil
lead counsel for plaintiffs. On October 7, 2011feddants moved to dismiss the operative complaittié consolidated shareholder class
action. The operative complaint seeks, in releypant, unspecified monetary damages and rescis$ittre anerger. On December 2, 2011,
plaintiffs filed a consolidated amended complaivhijch similarly alleges that the Primedia board rhems, KKR, and certain KKR affiliates
breached their respective fiduciary duties by émgeinto the merger agreement at an unfair prideyin of the value of the dismissed
shareholder derivative claims. That amended comipégieks an unspecified amount of monetary dam&gedanuary 31, 2012, defendants
moved to dismiss the amended complaint. Briefinghgnmotion to dismiss the amended complaint ionyg

Additionally, in May 2011, two shareholder clasti@ts challenging the Primedia merger were fileorgia state courts, assert
similar allegations and seeking similar relief migially sought by the Delaware shareholder clat®as above. Both Georgia actions have
been stayed in favor of the Delaware action.

In December 2007, KKR, along with 15 other privatgiity firms and investment banks, were named fendants in a purported
class action complaint filed in the United Statestiict Court for the District of Massachusettsdhareholders in certain public companies
acquired by private equity firms since 2003. In Asg2008, KKR, along with 16 other private equityns and investment banks, were nat
as defendants in a purported consolidated amendssl action complaint. The suit alleges that froi-82003 defendants have violated
antitrust laws by allegedly conspiring to rig bidsstrict the supply of private equity financiniy, the prices for target companies at artifici:
low levels, and divide up an alleged market fovate
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equity services for leveraged buyouts. The amegdetplaint seeks injunctive relief on behalf of @drsons who sold securities to any of the
defendants in leveraged buyout transactions andfsgadly challenges nine transactions. The fittstge of discovery concluded on or about
April 15, 2010. On August 18, 2010, the court geainplaintiffs’ motion to proceed to a second stafydiscovery in part and denied it in part.
Specifically, the court granted a second stagdsafodery as to eight additional transactions butiel® a second stage of discovery as to any
transactions beyond the additional eight specitfiadsactions. On October 7, 2010, the plaintitedfiunder seal a fourth amended complaint
that includes new factual allegations concernirggatiditional eight transactions and the originaértransactions. The fourth amended
complaint also includes eight purported sub-clas$égdaintiffs seeking unspecified monetary damaayed/or restitution with respect to eight
of the original nine challenged transactions and separate claims against two of the original mihallenged transactions. On January 13,
2011, the court granted a motion filed by KKR aedt&in other defendants to dismiss all claims allelgy a putative damages sub-class in
connection with the acquisition of PanAmSat Comal aeparate claims for relief related to the Panaimi@nsaction. The second phase of
discovery permitted by the court is completed. Gy 11, 2011, plaintiffs filed a motion seekingVeato file a proposed fifth amended
complaint that seeks to challenge ten additiormaigactions in addition to the transactions idedifn the previous complaints. Defendants
opposed plaintiffs’ motion. On September 7, 20h&, ¢ourt granted plaintiffs’ motion in part and gehit in part. Specifically, the court
granted a third stage of limited discovery as ttn additional transactions identified in pldfstiproposed fifth amended complaint but
denied plaintiffs’ motion seeking leave to file @posed fifth amended complaint. The court statedl it will entertain a renewed motion by
plaintiffs to file a proposed fifth amended comptaat the close of the third phase of discoverye Trird phase of discovery permitted by the
court is ongoing.

On March 4, 2011, KKR received a request from tBEE $or information relating to the acquisition oEDMonte Foods Company by
private equity funds affiliated with KKR and twohetr private equity firms, which was announced oréaber 25, 2010 and completed on
March 8, 2011. On May 20, 2011 the SEC issued pauia to KKR seeking substantially the same doctsreerd information as the
March 4, 2011 request for information. On Decentl#r2011, the SEC issued another subpoena to KERrggdocuments and information
regarding the period prior to the announcemenhefiacquisition of Del Monte Foods Company. KKRasperating with the SEC's
investigations.

In September 2006 and March 2009, KKR receivedestpuor certain documents and other informatiomfthe Antitrust Division
of the U.S. Department of Justice (“DOJ") in contimt with the DOJ’s investigation of private equiiyms to determine whether they have
engaged in conduct prohibited by United Stategrastilaws. KKR is cooperating with the DOJ'’s intigation.

In January 2011, KKR received a request from th€ 8F information regarding KKR’s investors andecits that the SEC defines as
sovereign wealth funds and certain services pravileKKR. On December 19, 2011, the SEC issuedpana to KKR seeking additional
documents and information involving certain sovgmneivealth funds specified by the SEC. KKR is coafiag with the SEC’s investigation.

Moreover, in the ordinary course of business KKRBubject to governmental and regulatory examinatmmnvestigations and also is
and can be both the defendant and the plaintifilimerous actions with respect to acquisitions, hatky, insolvency and other types of
proceedings. Such lawsuits may involve claims #olversely affect the value of certain investmemised by KKR's funds.

KKR establishes an accrued liability for litigatimegulatory and other matters only when thoseermtiresent loss contingencies that
are both probable and reasonably estimable. In casbs, there may be an exposure to loss in estasy amounts accrued. No loss
contingency is recorded for matters where suchebase either not probable or reasonably estin{ableoth) at the time of determination.
Such matters are subject to many uncertaintiekjdimg among others (i) the proceedings are inyestdges; (i) damages sought are
unspecified, unsupportable, unexplained or unagrfai) discovery has not been started or is inptete; (iv) there is uncertainty as to the
outcome of pending appeals or motions; (v) theeesagnificant factual issues to be resolved; ortfvere are novel legal issues or unsettled
legal theories to be presented or a large numbpaiies. Consequently, management is unable itnatst a range of potential loss, if any,
related to these matters. For one or more of thitensadescribed above for which a loss is both alotdband reasonably estimable, we have
estimated the aggregate amount of losses attrileutaliKKR to be approximately $32.5 million. We ieele such losses should be, in whol
in part, subject to insurance and/or indemnity,clilwe believe will reduce any ultimate loss. Ttareate is based upon information
available as of May 2, 2012 and is subject to $icgmt judgment and a variety of assumptions arzbrtainties. Actual outcomes may vary
significantly from this estimate.
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At this time, management has not concluded whetteefinal resolution of any of the matters abové ave a material effect upon the
consolidated financial statements.

14. REGULATED ENTITIES

KKR has a registered broker-dealer which is sulifethe minimum net capital requirements of the $IB@ the Financial Industry
Regulatory Authority (“FINRA"). Additionally, KKR ks an entity based in London which is subject ¢ocpital requirements of the U.K.
Financial Services Authority (“FSA”), another eptliased in Hong Kong which is subject to the cdpitquirements of the Hong Kong
Securities and Futures Ordinance, and anotheyd@ted in Mumbai which is subject to capital regumients of the Reserve Bank of India
(“RBI"). All of these broker dealer entities haventinuously operated in excess of their respectii@mum regulatory capital requirements.

The regulatory capital requirements referred tovaboay restrict KKR’s ability to withdraw capitabin its registered broker-dealer
entities. At March 31, 2012, approximately $66.0ion of cash at our registered broker-dealer @ttitnay be restricted as to the payment of
cash dividends and advances to KKR.

15. SUBSEQUENT EVENTS

A distribution of $0.15 per KKR & Co. L.P. commonitiwas announced on April 27, 2012 and will bedpam May 21, 2012 to
unitholders of record as of the close of businesMay 7, 2012. KKR Holdings will receive its prata share of the distribution from the
KKR Group Partnerships.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYS IS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis should beli@aconjunction with the unaudited condensed clidated financial statements of
KKR & Co. L.P., together with its consolidated Sdizies, and the related notes included elsewfieithis report and our Annual Report |
Form 1(-K for the fiscal year ended December 31, 201&dfikith the Securities and Exchange Commissionetimuary 27, 2012, including
the audited consolidated and combined financiakestents and the related notes and “Management’sudision and Analysis of Financial
Condition and Results of Operations” contained #her The historical condensed consolidated finand#da discussed below reflects the
historical results and financial position of KKR &ddition, this discussion and analysis contaorsvard looking statements and involves
numerous risks and uncertainties, including thossctibed under “Cautionary Note Regarding Forwaaiking Statements” and “Risk
Factors” Actual results may differ materially from thosertained in any forward looking statements.

Overview

Led by Henry Kravis and George Roberts, we araditg global investment firm with $62.®illion in AUM as of March 31, 2012 au
a 36-year history of leadership, innovation ancestinent excellence. When our founders startedionrii 1976, they established the
principles that guide our business approach todajyding a patient and disciplined investment ss; the alignment of our interests with
those of our investors, portfolio companies ancp#takeholders; and a focus on attracting wodd<talent.

Our business offers a broad range of investmentgement services to our investors and providedataparkets services to our firm,
our portfolio companies and third parties. Througthour history, we have consistently been a lead#re private equity industry, having
completed more than 200 private equity investmeiitts a total transaction value in excess of $46kobi In recent years, we have grown
firm by expanding our geographical presence anlilimgi businesses in new areas, such as fixed incematy strategies, capital markets,
infrastructure, natural resources and real estate new efforts build on our core principles andustry expertise, allowing us to leverage the
intellectual capital and synergies in our busingsard to capitalize on a broader range of the ippities we source. Additionally, we have
increased our focus on servicing our existing itmasand have invested meaningfully in developilgtionships with new investors.

We conduct our business with offices throughoutvtieed, providing us with a pre-eminent global fdain for sourcing transactions,
raising capital and carrying out capital marketsvities. Our growth has been driven by value thiathave created through our operationally
focused investment approach, the expansion of xistig businesses, our entry into new lines ofitess, innovation in the products that we
offer investors, an increased focus on providinigtad solutions to our clients and the integratidrtapital markets distribution activities.

As a global investment firm, we earn managementjitaong, transaction and incentive fees for pravidinvestment management,
monitoring and other services to our funds, velicteanaged accounts, specialty finance companyaniblio companies, and we generate
transaction-specific income from capital markeamsactions. We earn additional investment incommm finvesting our own capital alongside
that of our investors and from the carried interestreceive from our funds and certain of our otheestment vehicles. A carried interest
entitles the sponsor of a fund to a specified pesge of investment gains that are generated o plairty capital that is invested.

We seek to consistently generate attractive investmreturns by employing world-class people, follogva patient and disciplined
investment approach and driving growth and valeation in the assets we manage. Our investmentstbawe deep industry knowledge and
are supported by a substantial and diversifiedtabbase, an integrated global investment platfdha expertise of operating consultants and
senior advisors and a worldwide network of busimetgionships that provide a significant sourcéngestment opportunities, specialized
knowledge during due diligence and substantialuesss for creating and realizing value for stakdb. We believe that these aspects o
business will help us continue to expand and grombaisiness and deliver strong investment perfoomam a variety of economic and
financial conditions.
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Business Segments
Private Markets

Through our Private Markets segment, we managespodsor a group of private equity funds and costwent vehicles that invest
capital for long-term appreciation, either throwgimtrolling ownership of a company or strategic onity positions. KKR also manages and
sources investments in infrastructure, naturalueses and real estate. These investment funds;lesland accounts are managed by
Kohlberg Kravis Roberts & Co. L.P., an SEC registeinvestment adviser.

The table below presents information as of March2®1.2 relating to our private equity funds andeotRrivate Markets investment
vehicles for which we have the ability to earn atrinterest. This data does not reflect acquisétior disposals of investments, changes in
investment values or distributions occurring affarch 31, 2012.

Percentage
Investment Period Committed by
Commencement End Uncalled General Amount  Amount Remaining Remaining
Private Markets Date Date Commitment Commitment Partner Invested Realized Cost Fair Value
Private Equity Funds
China Growth Funt 11/2010 11/2016 $ 1,010.( $ 737.¢ 1.0% $ 2721 % — $ 2721 $ 366.(
E2 Investors (Annex Funt 8/2009 11/2012 539.% 385.1 4.2% 154.2 — 154.2 247.%
European Fund Il 3/2008 3/2014 5,950.: 3,263.¢ 4.6% 2,686.t — 2,686.t 2,825.¢
Asian Func 712007 7/2013 3,983.: 1,221.¢ 2.5% 2,761.¢ 211.] 2,616.: 4,453,
2006 Func 9/2006 9/2012 17,642. 1,459.; 2.1% 16,183.( 4,367.: 13,886. 16,831."
European Fund | 11/2005 10/2008 5,750.¢ — 2.1% 5,750.¢ 1,554.: 4,654.. 4,128.7
Millennium Fund 12/2002 12/2008 6,000.( — 2.5% 6,000.( 7,252t 3,319t 4,951.:
European Fun 12/1999 12/2005 3,085. — 3.2% 3,085.¢ 8,325.¢ 95.2 507.¢
Total Private Equity Funds 43,961.: 7,067.¢ 36,893.t 21,710. 27,684.! 34,311.¢
Co-Investment Vehicle Various Various 2,290.¢ 362.7 Various 1,928.. 723.( 1,730.0 2,579.t
Total Private Equity 46,252.1 7,430.: 38,821.° 22,433. 29,414. 36,891.«
Energy & Infrastructure
Natural Resource Various Various 1,094.( 862.2 Various 231.¢ 14.4 226.¢ 194.:
Infrastructure Various Various 780.¢ 623.% 6.4% 157.2 — 157.¢ 157.¢
Co-Investment Vehicle Various Various 1,863.: 680.7 Various 1,182.¢ 87.¢ 1,182.¢ 1,315
Energy & Infrastructure Total 3,738.. 2,166.¢ 1,571. 102.2 1,566.¢ 1,667.¢
Private Markets Total 49,990.: 9,596.% 40,393. 22,535.( 30,981.( 38,559.(
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The tables below present information as of March2®1.2 relating to the historical performance otaie of our Private Markets
investment vehicles since inception, which we belidlustrates the benefits of our investment appho The information presented under
Total Investments includes all of the investmengéglenby the specified investment vehicle, whileittiermation presented under
Realized/Partially Realized Investments includdy those investments for which proceeds, excludimgent income like dividends and
interest, have been realized. This data does fiettadditional capital raised since March 31, 20t acquisitions or disposals of
investments, changes in investment values or bigtdns occurring after that date. Past performamoet a guarantee of future results.

Multiple of
Amount Fair Value of Investments Gross InvePsted
Private Markets Investment Fund Commitment Invested Realized Unrealized Total Value IRR* Net IRR* Capital**
($ in Millions)
Total Investments
Legacy Funds (1
1976 $ 314 % 314 % 5372 % — % 537.2 39.5% 35.5% 17.1
1980 356.¢ 356.¢ 1,827.¢ — 1,827.¢ 29.(% 25.8% 5.1
1982 327.¢ 327.¢ 1,290. — 1,290.; 48.1% 39.2% 3.6
1984 1,000.( 1,000.( 5,963.! — 5,963.! 34.5% 28.€% 6.C
1986 671.¢ 671.¢ 9,080." — 9,080." 34.4% 28.€% 13t
1987 6,129.¢ 6,129.¢ 14,949.. — 14,949.. 12.1% 8.5% 2.4
1993 1,945.° 1,945.° 4,143.: — 4,143.: 23.6% 16.€% 2.1
1996 6,011.¢ 6,011.¢ 12,476.1 — 12,476.1 18.(% 13.2% 2.1
Included Fund:
European Fund (1999) ( 3,085.¢ 3,085.¢ 8,325.¢ 507.¢ 8,833.! 27.1% 20.4% 2.6
Millennium Fund (2002 6,000.( 6,000.( 7,252." 4,951.: 12,203.1 23.2% 16.€% 2.C
European Fund Il (2005)
(2) 5,750.¢ 5,750.¢ 1,554.: 4,128." 5,682.¢ (0.9% (1.0% 1.C
2006 Fund (200€ 17,642.. 16,183.( 4,367.: 16,831. 21,198.¢ 8.C% 5.4% 1.3
Asian Fund (2007 3,983.: 2,761.¢ 211.1 4,453." 4,664.¢ 21.%% 14.4% 1.7
European Fund 11l (2008)
2) 5,950.! 2,686.t — 2,825.¢ 2,825.¢ 2.&% 3.9)% 11
E2 Investors (Annex Funt
(2009) (2)(3) 539.: 154. — 247 .2 247 .2 N/A N/A N/A
China Growth Fund (201(
?3) 1,010.( 272.1 — 366.( 366.( N/A N/A N/A
Natural Resources (2010)
3) 1,094.( 231.¢ 14.4 194.: 208.7 N/A N/A N/A
Infrastructure (2010) (Z 780.¢ 157.3 — 157.¢ 157.¢ N/A N/A N/A
All Funds $ 62,3100 % 53,757. % 71,993.i % 34,663.t$ 106,657. 25.7% 19.(% 2.C
Realized/Partially Realized
Investments (4)
Legacy Funds (1
1976 $ 314 % 314 % 537.2 $ — % 537.2 39.5% 35.5% 17.1
1980 356.¢ 356.¢ 1,827.¢ — 1,827.¢ 29.(% 25.8% 5.1
1982 327.¢ 327.¢ 1,290. — 1,290." 48.1% 39.2% 3.¢
1984 1,000.( 1,000.( 5,963.! — 5,963.! 34.€% 28.9% 6.C
1986 671.¢ 671.¢ 9,080." — 9,080." 34.4% 28.€% 13t
1987 6,129.¢ 6,129.¢ 14,949.. — 14,949.. 12.1% 8.2% 2.4
1993 1,945.° 1,945.° 4,143.: — 4,143.: 23.€% 16.€% 2.1
1996 6,011.¢ 5,968.t 12,476.1 — 12,476.1 18.2% 14.€% 2.1
Included Fund:
European Fund (1999) ( 3,085.¢ 2,681.. 8,325.¢ 507.¢ 8,833.! 29.9% 26.1% 3.3
Millennium Fund (2002 6,000.( 3,542.! 6,933.¢ 2,156.: 9,090.: 42. 7% 32.8% 2.€
European Fund Il (2005)
2) 5,750.¢ 1,567 . 1,415.¢ 1,523.( 2,938.¢ 14.7% 12.% 1.¢
2006 Fund (200€ 17,642.. 2,195.¢ 4,356.¢ 4,293." 8,650.! 38.4% 34.5% 3.6
Asian Fund (2007 3,983.: 4115 211.1 664.4 875.t 27.1% 23.2% 2.1
European Fund 1l (2008)
(2) 5,950.: — — — — — — —
E2 Investors (Annex Funt
(2009) (2)(3) 539.: — — — — — — —
China Growth Fund (201(
(3) 1,010.( — — — — — — —
Natural Resources (2010
?3) 1,094.( — — — — — — —

Infrastructure (2010) (= 780.¢ — — — — — — —




All Realized/Partially Realize:
Investments $ 62,310.!$ 26,830.($% 71512..$% 9,145.1 % 80,657.( 26.2% 21.4% 3.C
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Q) These funds are not included in theRKbusiness.

2 The capital commitments of the European Fund, t®jean Fund I, the European Fund Il and the Arffend include euro-
denominated commitments of €196.5 million, €2,59%iltion, €2,788.8 million and 5.5 million, respectively. Such amounts h
been converted into U.S. dollars based on (i) dneidn exchange rate at the date of purchase @br ieaestment and (ii) the
exchange rate prevailing on March 31, 2012 in teeof unfunded commitments.

) The gross IRR, net IRR and multiple of investeditedyare calculated for our investment funds theatéhinvested for at least 36
months prior to March 31, 2012. None of the AnRerd, the China Growth Fund, Natural ResourceB)foastructure have
invested for at least 36 months as of March 31220\e therefore have not calculated gross IRRsIRfe$s and multiples of investe
capital with respect to those funds.

(4) Investments are considered partially realized wireceeds, excluding current income like dividenald mterest, have been
realized. None of the European Fund Ill, Annex Fudina Growth Fund, Natural Resources or Infrastme have realized proce:
from invested capital. We therefore have not calied gross IRRs, net IRRs and multiples of investgaital with respect to the
investments of those funds.

* IRRs measure the aggregate annual compoundedsefenerated by a furglinvestments over a holding period. Net IRRs pres
under Total Investments are calculated after gigfigct to the allocation of realized and unrealizarried interest and the payment
of any applicable management fees. Net IRRs predamnider Realized/Partially Realized Investmerdscatculated after giving
effect to the allocation of realized and unrealizadied interest, but before payment of any applie management fees as
management fees are applied to funds, not investm@noss IRRs are calculated before giving efi@t¢he allocation of carried
interest and the payment of any applicable managetfaes.

*x The multiples of invested capital measure the aggjeereturns generated by a fund’s investmentbsolate terms. Each multiple of
invested capital is calculated by adding togethertotal realized and unrealized values of a fuim/estments and dividing by the
total amount of capital invested by the fund. Sagtounts do not give effect to the allocation of aeslized and unrealized returns
on a fund’s investments to the fund’s general garpursuant to a carried interest or the paymeangfapplicable management fees.

Public Markets

Through the Public Markets segment, we manage KFbecialty finance company, as well as a numbgrvestment funds,
structured finance vehicles and separately manageaunts that invest capital in (i) leveraged drstlategies, such as leveraged loans and
high yield bonds, (ii) liquid long/short equity ategies and (iii) alternative credit strategieshsags mezzanine investments, special situations
investments and direct senior lending. These funelsicles and accounts are managed by KKR AssealylEament LLC, an SEC registered
investment adviser.

We generally review our performance in the Publiarkéts segment by investment strategy. Our leveragetit strategies invest in
leveraged loans and high yield bonds, or a comioinatf both. In certain cases these strategies heamningful track records and may be
compared to widely-known indices. The following dharesents information regarding these leveraged bnd high yield bond strategies
from inception to March 31, 2012. Our other credfitl equity strategies do not have a comparablelyvichown index or have only begun
investing more recently and therefore have not ldg@esl meaningful track records and thus their parémce is not included below. Past
performance is no guarantee of future results.
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Inception-to-Date Annualized Gross PerformanceBesnchmark(1) by Strategy

12%s 4 HEAM Gross EHAM Net 0 Benchmari 11.4%
10.9%

4l

10 2%

B

£.8%

1
Secured Credit Unlevered Bank Loans Plus High Yield{3) High Yield Carve Out{4) (vs
Carve Dut (2) (100% LSTA)  (vs 65% LSTA/35% ML HY) 100% ML HY) Inception:
Inception: September 2004 Inception: July 2008 September 2004

@)

)

The Benchmarks referred to herein include the S&FA Leveraged Loan Index (the “S&P/LSTA Loan Indeahd the Bank of
America Merrill Lynch High Yield Master Il Indextfe “BoAML HY Master Il Index"and, together with the S&P/LSTA Loan Ind
the “Indices”). The S&P/LSTA Loan Index is an inddmat comprises all loans that meet the inclusiiteria and that have marks
from the LSTA/LPC mark-to-market service. The irgitin criteria consist of the following: (i) syndted term loan instruments
consisting of term loans (both amortizing and tstbnal), acquisition loans (after they are draterivn) and bridge loans;

(i) secured; (iii) U.S. dollar denominated; (ivimimum term of one year at inception; and (v) miniminitial spread of LIBOR plus
1.25%. The BoOAML HY Master Il Index is a market walweighted index of below investment grade U.8addenominated
corporate bonds publicly issued in the U.S. domestirket. “Yankee” bonds (debt of foreign issuestied in the U.S. domestic
market) are included in the BoAML HY Master Il Indprovided that the issuer is domiciled in a cogytaving investment grade
foreign currency long-term debt rating. Qualifyingnds must have maturities of one year or morixea fcoupon schedule and
minimum outstanding of US$100 million. In additiassues having a credit rating lower than BBB3, imttin default, are also
included. The indices do not reflect the reinvesthad income or dividends and the indices are nbfext to management fees,
incentive allocations or expenses. It is not pdsedib invest directly in unmanaged indices.

The Secured Credit Unlevered model performancé treaord is presented as supplemental informafibe. Secured Credit
Unlevered model represents performance of KKR'suBst Credit Levered composite calculated on anvenésl basis. KKR's
Secured Credit Levered composite has an investoigettive that allows it to invest in assets otfhan senior secured term loans
and high yield securities, which includes assekbdsecurities, commercial mortgage backed seesyitireferred stock, public
equity, private equity and certain freestandingvd¢ives. In addition, KKR’s Secured Credit Levemmposite has employed
leverage in its respective portfolios as part ®fritvestment strategy. Gains realized with borrofuedls may cause returns to
increase at a faster rate than would be the cakewtiborrowings. If, however, investment resudtis o cover the principal, interest
and other costs of borrowings, returns could alsorehse faster than if there had been no borrowkgrdingly, the
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(3)

(4)

unlevered returns contained herein do not refleeteictual returns, and are not intended to beatiste of the future results of KKR’
Secured Credit Levered composite. It is not expetttat KKR’s Secured Credit Levered composite adhieve comparable results.
The Benchmark used for purposes of comparisorhaSecured Credit strategy presented herein IS&RLSTA Loan Index.
There are differences, in some cases, significiffierences, between KKR'’s investments and the itnaests included in the Indices.
For instance, KKR’s composite may invest in se@sithat have a greater degree of risk and vdiatéis well as liquidity risk, than
those securities contained in the Indices.

Performance is based on a blended composite of Baas Plus High Yield strategy accounts. The Berantk used for purposes
comparison for the Bank Loans Plus High Yield sggtis based on 65% S&P/LSTA Loan Index and 35%HM_Master Il Index.

The Benchmark used for purposes of comparisorhiaHigh Yield carve-out strategy presented herelaised on the Bank of
America Merrill Lynch High Yield Master Il Index.ie High Yield carve-out is comprised of all investts included in KKR-
sponsored portfolios that have been identifiedbe$dw investment grade” or were rated “BB” or lovegitime of issuance by
Standard & Poor’s. The collection of investmentduded in the High Yield carve-out come from vasanvestment funds, vehicles
and accounts sponsored by KKR.
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The table below presents information as of March2®1.2 relating to our Public Markets investmeriigkes.

Incentive Fee / Preferred
Typical Mgmt Carried Return/Hurdle Duration

(% in millions) AUM FPAUM Fee Rate Interest Rate of Capital
KFN $ 1,61 $ 1,618 1.75% 25.0(% 8.0(% Permanent (1
Leveraged Credit

Leveraged Credit SMAs/Func Subject to

2,982 2,98: 0.5(-1.0(% N/A N/A Redemption:

CLO’s 7,607 917 0.5(% N/A N/A  1C-14 Years (3

Total Leveraged Credit 10,58¢ 3,89¢
Alternative Credit (2) 3,27¢ 3,007 0.75-1.5(%(4) 10.0(-20.0(% 8.0(-12.0(% 8-15 Years (3
Long/Short Equities Subject to

371 274  1.25%-1.5(% 17.5(-20.0(% N/A  Redemption:

Other:

Corporate Capital Trust (! 24k 24t 1.0(% 10.C% 7.0(% 7 years

Strategic Capital Funds (SCF) In managed wind

(6) 214 214 0.25% N/A N/A  down

Total Other 45¢ 45¢

Total $16,30¢ $ 9,257
Q) The management agreement may bernated only in limited circumstances and, excepaftgrmination arising from certain

events of cause, upon payment of a terminationaféekR.
(2 AUM and FPAUM include all assets intel by vehicles that principally invest in altdive credit strategies and consequently may
include a certain amount of assets invested inrctinategies.

3) Term for duration of capital is sinoeeption. Inception dates for CLOs were betwe@®52and 2007 and for separately managed

accounts and funds investing in alternative crefilitegies from 2009 through 2011.
4) Lower fees on uninvested capitaléntain vehicles.

(5) Corporate Capital Trust is a busirdsgelopment company sub-advised by KAM. By Decan3ie 2018, the capital in the
Corporate Capital Trust vehicle may become perntanen

(6) Strategic Capital Funds is a fixecome hedge fund managed by KAM. We do not earmeentive fee or carried interest on the
assets managed through Strategic Capital Fundshvaineé currently in managed wind down.

Capital Markets and Principal Activities

Our Capital Markets and Principal Activities segmesmbines our principal assets with our globalitepnarkets business. Our capital
markets business supports our firm, our portfoimpanies and select third parties by providingtail capital markets advice and by
developing and implementing both traditional and-traditional capital solutions for investments aathpanies seeking financing. Our
capital markets services include arranging debteapdty financing for transactions, placing and emetiting securities offerings, structuring
new investment products and providing capital me@rkervices. Our principal asset base primariljuthes investments in our private equity
funds, co-investments in certain portfolio comparoésuch private equity funds, general partnearésts in various KKR-sponsored
investment funds, and other assets owned by thmesfipalance sheet.
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Business Environment

As a global investment firm, we are affected byfinial and economic conditions in North Americardpe, Asia and elsewhere in the
world. At the moment, the current global econonmigionment remains somewhat unbalanced. ChinagXample, currently accounts for
approximately one third of global economic growtil told, Asia is now driving a substantial poniof total global economic growth.
Changes in inflation and monetary policy often bame a significant effect on the rate of growtlthe emerging markets. At the same time,
Europe continues to experience downward growthdsers sovereign debt concerns have affected comsamdédusiness behavior. Ongoing
austerity and deleveraging in the developed wardikely to persist in the near-term, which magdedo increased volatility in the global
capital markets. In addition, we have seen a dedéf transaction volume, which in turn tends suiein a reduced amount of fees receive
our business segments.

Global equity markets have a substantial effeadunfinancial condition and results of operaticas equity prices, which have been
may continue to be volatile, significantly impaletvaluation of our portfolio companies and, theref the investment income that we
recognize. For our investments that are publidietl and thus have readily observable market prigesal equity markets have a direct
impact on valuation. For other investments, theagkats have an indirect impact on valuation asypeally utilize a market multiples
valuation approach as one of the methodologiesdertain fair value of our investments that doheote readily observable market prices. In
addition, the receptivity of equity markets to ialitpublic offerings, or IPOs, as well as subsedeguity offerings by companies already
public, impacts our ability to realize investmeafres.

Global equity markets improved during the three therended March 31, 2012. Volatility has settleshewhat during the first
quarter, as the Chicago Board Options Exchange &af&latility Index, or the VIX, a measure of vadldy, started at 23.4 at the beginning
the quarter and ended at 15.5 at March 31, 201&rdlhequity markets have increased during the dusirter of 2012 with the S&P 500 Inc
posting a 12.6% gain and the MSCI World Index pagstn increase of 11.7%. The below-investment gcagidit markets also appreciated
with the S&P/LSTA Leveraged Loan Index and the BMArrill Lynch High Yield Master Il Index increasin3.8% and 5.1% during the th
months ended March 31, 2012, respectively.

Conditions in global credit markets also have sstauftial effect on our financial condition and esof operations. We rely on the
ability of our funds to obtain committed debt ficamg on favorable terms in order to complete neiwgbe equity transactions. Similarly, our
portfolio companies regularly require access toglobal credit markets in order to obtain financfagtheir operations and to refinance or
extend the maturities of their outstanding indebésd. To the extent that conditions in the creditkets render such financing difficult to
obtain or more expensive, this may negatively inplae operating performance and valuations of tipmstfolio companies and, therefore,
our investment returns on our funds. In additiarjry economic downturns or periods of slow ecorognowth, the inability to refinance or
extend the maturities of portfolio company debid(@mereby extend our investment holding period) mmiager our ability to realize
investment gains from these portfolio companiesé@nomic conditions improve. Credit markets dan anpact valuations. For example,
we typically use a discounted cash flow analysisrasof the methodologies to ascertain the fauealf our investments that do not have
readily observable market prices. If applicableiast rates rise, then the assumed cost of cémittlose portfolio companies would be
expected to increase under the discounted cashaff@lysis, and this effect would negatively impaetr valuations if not offset by other
factors. Conversely, a fall in interest rates casitpvely impact valuations of certain portfoliorapanies if not offset by other factors. These
impacts could be substantial depending upon theninae of the change in interest rates. In certases, the valuations obtained from the
discounted cash flow analysis and the other primagthodology we use, the market multiples approagy, yield different and offsetting
results. For example, the positive impact of falinterest rates on discounted cash flow valuatinag offset the negative impact of the
market multiples valuation approach and may reau#ss of a decline in value than for those investts that had a readily observable me
price.

Our Public Markets segment manages a number obfand other accounts that invest capital in a tsadgBcredit and equity strategies,
including leveraged loans, high yield bonds andzaeine debt. As a result, conditions in global itradd
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equity markets have a direct impact on both théopmance of these investments as well as the nhilimake additional investments on
favorable terms in the future.

In addition, our Capital Markets and Principal Adtes segment generates fees through a varieggtfities in connection with the
issuance and placement of equity and debt secustid credit facilities, with the size of fees gafig correlated to overall transaction sizes.
As a result, the conditions in global equity aneldir markets, as well as transaction activity in Brivate Markets segment and to a
significantly lesser extent, Public Markets segmanpact both the frequency and size of fees géeeiay this segment.

Finally, conditions in commodity markets may imp#w performance of our portfolio companies in aetg of ways, including throug
direct or indirect impact on the cost of the inpuged in their operations as well as the pricingj profitability of the products or services that
they sell. The price of commodities has historichkben subject to substantial volatility and cer@mmodity prices have risen considerably,
driven by growing demand from emerging marketsianteased central bank liquidity in the systentdftain of our portfolio companies are
unable to raise prices to offset increases in ts¢ af raw materials or other inputs, or if conswsrefer purchases of or seek substitutes for
the products of such portfolio companies, suchfpliotcompanies could experience lower operatirgpime which may in turn reduce the
valuation of those portfolio companies. Howevee, tesults of operations and valuations of certhivuo other portfolio companies, for
example those involved in the development of ofl aatural gas properties, may benefit from an @&seen commodity prices.

Basis of Financial Presentation

The condensed consolidated financial statemenhsdadhe accounts of our management and capitddetsacompanies, certain
variable interest entities, the general partnerseafain unconsolidated co-investment vehiclestaadyeneral partners of our private equity
and fixed income funds and their respective codatdid funds, where applicable.

In accordance with accounting principles generatlgepted in the United States of America, or GA@d?tain entities, including a
substantial number of our funds, are consolidatadithstanding the fact that we may hold only a anity economic interest or non-
economic variable interest in those entities. Iripalar, the majority of our consolidated fundsisist of funds in which we hold a general
partner or managing member interest that givesibstantive controlling rights over such funds. Witspect to our consolidated funds, we
generally have operational discretion and contvelrdhe funds and investors do not hold any subistarights that would enable them to
impact the funds’ ongoing governance and operagiiyities. As of March 31, 2012 our Private Maskségment included ten consolidated
investment funds and thirteen unconsolidated cestment vehicles. Our Public Markets segment iredugight consolidated investment
vehicles and nine unconsolidated vehicles.

When an entity is consolidated, we reflect the @s$abilities, fees, expenses, investment incame: cash flows of the consolidated
entity on a gross basis. For example, the majofithe economic interests in a consolidated furtdctvare held by third party investors, are
reflected as noncontrolling interests. While thasmlidation of a consolidated fund does not haveftatt on the amounts of net income
attributable to KKR or KKR'’s partners’ capital theKR reports, the consolidation does significarnithpact the financial statement
presentation. This is due to the fact that thetasBabilities, fees, expenses and investmentrimeof the consolidated funds are reflected on a
gross basis while the allocable share of those atsdbat are attributable to noncontrolling intésee reflected as single line items. The
single line items in which the assets, liabilitit=es, expenses and investment income attributalsiencontrolling interests are recorded are
presented as noncontrolling interests in consdiiantities on the statements of financial conditiad net income attributable to
noncontrolling interests in consolidated entitiestloe statements of operations. For a further dision of our consolidation policies, see “—
Critical Accounting Policies—Consolidation.”

Key Financial Measures
Fees

Fees consist primarily of (i) monitoring, consudfiand transaction fees from providing advisory atieer services, (i) management and
incentive fees from providing investment managensentices to unconsolidated funds, a specialty
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finance company, structured finance vehicles, apdusately managed accounts, and (iii) fees frontalaparkets activities. These fees are
based on the contractual terms of the governingemgents. A substantial portion of monitoring amehsaction fees earned in connection with
managing portfolio companies are shared with funvéstors.

Fees reported in our condensed consolidated fiabsizitements do not include the management ontiivecfees that we earn from
consolidated funds, because those fees are elidimatconsolidation. However, because those managei®es are earned from, and funded
by, third-party investors who hold noncontrollinddrests in the consolidated funds, net incoméatable to KKR is increased by the
amount of the management fees that are eliminatedrisolidation. Accordingly, while the consolidatiof funds impacts the amount of fees
that are recognized in our financial statemenidodés not affect the ultimate amount of net incatteébutable to KKR or KKR’s partners’
capital.

For a further discussion of our fee policies, seeCtitical Accounting Policies—Fees.”
Expenses
Compensation and Benefits

Compensation and Benefits expense includes cashammation consisting of salaries, bonuses, andibgres well as equity-based
payments consisting of charges associated withébgng of equity-based awards and carry pool atioos.

All KKR principals and other employees of certaomsolidated entities receive a base salary thaits by KKR or its consolidated
entities, and is accounted for as CompensatiorBamefits expense. These employees are also eligilvkreive discretionary cash bonuses
based on performance, overall profitability andeotimatters. While cash bonuses paid to most emefogee funded by KKR and certain
consolidated entities and result in customary Caregton and Benefits expense, cash bonuses thpamrto certain of KKR’s most senior
employees are funded by KKR Holdings with distribn$ that it receives on its KKR Group Partnergbipts. To the extent that distributions
received by these individuals exceed the amouatsthiey are otherwise entitled to through theitegsinits in KKR Holdings, this excess is
funded by KKR Holdings and reflected in Compensatiad Benefits in the consolidated statements efains.

General, Administrative and Other

General, administrative and other expense congistarily of professional fees paid to legal advis@ccountants, advisors and
consultants, insurance costs, travel and relatpdreses, communications and information servicggedétion and amortization charges and
other general and operating expenses which areanoé by fund investors and are not offset by tseatiributable to fund investors’
noncontrolling interests in consolidated funds. &ah administrative and other expense also cansfatosts incurred in connection with
pursuing potential investments that do not resuttampleted transactions, a substantial portionto€h are borne by fund investors.

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

Net gains (losses) from investment activities cetnsi realized and unrealized gains and lossemgrigom our investment activities.
The majority of our net gains (losses) from investinactivities are related to our private equityeistments. Fluctuations in net gains (losses)
from investment activities between reporting pesiaddriven primarily by changes in the fair vabfeour investment portfolio as well as the
realization of investments. The fair value of, adlwas the ability to recognize gains from, ouvpte equity investments is significantly
impacted by the global financial markets, whichtum, affects the net gains (losses) from investraetivities recognized in any given
period. Upon the disposition of an investment, esly recognized unrealized gains and lossesemersed and an offsetting realized gain or
loss is recognized in the current period. Sinceilmuestments are carried at fair value, fluctuagibetween periods could be significant due to
changes to the inputs to our valuation process tivier. For a further discussion of our fair valueasurements and fair value of investments,
see “—Critical Accounting Policies—Fair Value Meesments.”
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Dividend Income

Dividend income consists primarily of distributiotit private equity funds receive from portfolangpanies in which they invest.
Private equity funds recognize dividend income gariifg in connection with (i) dispositions of opdmats by portfolio companies, (ii)
distributions of excess cash generated from omersifirom portfolio companies and (iii) other sigedit refinancing’s undertaken by
portfolio companies.

Interest Incom

Interest income consists primarily of interest tisateceived on our cash balances, principal assetdixed income instruments in wh
our consolidated funds invest.

Interest Expens

Interest expense is incurred from credit faciligedered into by KKR, debt issued by KKR, and dalittanding at our consolidated
funds entered into with the objective of enhancigtgrns, which are generally not direct obligatiofishe general partners of our private
equity funds or management companies. In addibahese interest costs, we capitalize debt financosts incurred in connection with new
debt arrangements. Such costs are amortized itgest expense using either the interest methdlikeostraight-line method, as appropriate.
See “—Liquidity”.

Income Taxe

The KKR Group Partnerships and certain of theirssdibries operate in the United States as partipsrsbr U.S. federal income tax
purposes and as corporate entities in non-U.&diations. Accordingly, these entities, in someesasre subject to New York City
unincorporated business taxes, or non-U.S. inca@xest Furthermore, we hold our interest in ondefKR Group Partnerships through
KKR Management Holdings Corp., which is treate@asrporation for U.S. federal income tax purposaes, certain other wholly-owned
subsidiaries of the KKR Group Partnerships argégkas corporations for U.S. federal income taypses. Accordingly, such wholly-owned
subsidiaries of KKR, including KKR Management Haoigs Corp., and of the KKR Group Partnerships, abgest to federal, state and local
corporate income taxes at the entity level andéefated tax provision attributable to KKR’s shafdhis income is reflected in the financial
statements. We generate interest income to ounaldirs and interest deductions to KKR ManagementdiHgs Corp. as a result of a 2011
recapitalization of KKR Management Holdings Corp.

We use the liability method to account for incormeets in accordance with GAAP. Under this methoterded tax assets and liabilities
are recognized for the expected future tax consempseof differences between the carrying amounésséts and liabilities and their
respective tax basis using currently enacted tgesrd he effect on deferred tax assets and liegsldf a change in tax rates is recognized in
income in the period when the change is enactefibridel tax assets are reduced by a valuation afloevahen it is more likely than not that
all or a portion of the deferred tax assets will pe realized.

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

Net Income (Loss) Attributable to Noncontrolling terests

Net income (loss) attributable to noncontrollinteiests represents the ownership interests thdtphirties hold in entities that are
consolidated in the financial statements as wethawnership interests in our KKR Group Partnigsthat are held by KKR Holdings. The
allocable share of income and expense attributaltleese interests is accounted for as
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net income (loss) attributable to noncontrollintghests. Historically, the amount of net incomeg)oattributable to noncontrolling interests
has been substantial and has resulted in signifddaarges and credits in the statements of opesati®iven the consolidation of certain of our
investment funds and the significant ownershipragts in our KKR Group Partnerships held by KKR dhiafjs, we expect this activity to
continue.

Segment Operating and Performance Measu

The reportable segments for KKR’s business areepted prior to giving effect to the allocation n€ome (loss) between KKR & Co.
L.P. and KKR Holdings L.P. and as such represenbtisiness in total.

KKR discloses the following financial measureshistreport that are calculated and presented usgthodologies other than in
accordance with GAAP. We believe that providingsthperformance measures on a supplemental basis @AAP results is helpful to
investors in assessing the overall performancekiR§ businesses. These financial measures shotldenconsidered as a substitute for
similar financial measures calculated in accordamite GAAP. We caution readers that these non-GAiaABncial measures may differ from
the calculations of other investment managers aara result, may not be comparable to similar nreaguresented by other investment
managers. Reconciliations of these non-GAAP fir@moieasures to the most directly comparable firdmeeasures calculated and presented
in accordance with GAAP, where applicable, areudel within “Financial Statements and Supplemenbata—Note 12. Segment
Reporting.”

Fee Related Earning¢FRE")

Fee related earnings is comprised of segment apgnavenues less segment operating expenses asddsy management as an
alternative measurement of the operating earnihg&®& and its business segments before investnmaame. We believe this measure is
useful to investors as it provides additional ihsigto the operating profitability of our fee geattng management companies and capital
markets businesses. The components of FRE omaesedpasis differ from the equivalent GAAP amownrtsa consolidated basis as a result
of: (i) the inclusion of management fees earnethfomnsolidated funds that were eliminated in cadatibn; (ii) the exclusion of fees and
expenses of certain consolidated entities; (i#) ¢ixclusion of charges relating to the amortizatibimtangible assets; (iv) the exclusion of
charges relating to carry pool allocations; (v) éxelusion of non-cash equity charges and otheraagh compensation charges borne by
KKR Holdings or incurred under the KKR & Co. L.ROID Equity Incentive Plan; (vi) the exclusion oftein reimbursable expenses; and
(vii) the exclusion of certain non-recurring items.

Economic Net Income (Los¢'ENI")

Economic net income (loss) is a measure of prdfitalior KKR'’s reportable segments and is usednignagement as an alternative
measurement of the operating and investment eamihiKR and its business segments. We beliewentt@asure is useful to investors as it
provides additional insight into the overall prabtlity of KKR’s businesses inclusive of investméamtome and carried interest. ENI is
comprised of: (i) FRE; plus (ii) segment investmietbme (loss), which is reduced for carry poabeditions and management fee refunds;
less (iii) certain economic interests in KkiRsegments held by third parties. ENI differs fno@t income (loss) on a GAAP basis as a resu
(i) the exclusion of the items referred to in FRi©we; (ii) the exclusion of investment income (Josdating to noncontrolling interests; and
(iii) the exclusion of income taxes.

Assets Under Management (“AUM")

Assets under management represent the assets fiain KKR is entitled to receive fees or a carrietbiest and general partner cap
We believe this measure is useful to investors povides additional insight into KKR'capital raising activities and the overall atgivn its
investment funds and vehicles. KKR calculatesatimeunt of AUM as of any date as the sum of: (i)fievalue of the investments of
KKR'’s investment funds plus uncalled capital commants from these funds; (ii) the fair value of istreents in KKR'’s co-investment
vehicles; (i) the net asset value of certain &fKs fixed income products; (iv) the value of oaistling structured finance vehicles; and (v)
the fair value of other assets managed by KKR. Kkdefinition of AUM is not based on any definitiofi AUM that may be set forth in the
agreements governing the investment funds, veh@lescounts that it manages or calculated purdoaarty regulatory definitions.
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Fee Paying AUM“FPAUM")

Fee paying AUM represents only those assets undeagement from which KKR receives fees. We belthiemeasure is useful to
investors as it provides additional insight inte ttapital base upon which KKR earns management Téés relates to KKR's capital raising
activities and the overall activity in its investmdunds and vehicles, for only those funds andoleb where KKR receives fees (i.e.,
excluding vehicles that receive only carried ins¢i@ general partner capital). FPAUM is the suralloof the individual fee bases that are
used to calculate KKR’s fees and differs from AUbthe following respects: (i) assets from which KH&es not receive a fee are excluded
(i.e., assets with respect to which it receivey eakried interest) and (ii) certain assets, pritpam its private equity funds, are reflected bd
on capital commitments and invested capital as sggdo fair value because fees are not impactathéyges in the fair value of underlying
investments.

Committed Dollars Invested

Committed dollars invested is the aggregate amoficdpital commitments that have been invested KiRK investment funds and
carry-yielding coinvestment vehicles and is used as a measure egtiment activity for KKR and its business segmeduting a given periot
We believe this measure is useful to investors psovides additional insight into KKR’s investmeftcommitted capital. Such amounts
include: (i) capital invested by fund investors adinvestors with respect to which KKR is entitteda fee or carried interest and (ii) capital
invested by KKR’s investment funds and vehicles.

Syndicated Capital

Syndicated Capital is the aggregate amount of diebguity capital in transactions originated by KikRRestment funds and vehicles,
which has been distributed to third parties in exaje for a fee. It does not include capital comaditb such transactions by carry-yielding co-
investment vehicles, which is instead reportecoimmitted dollars invested. Syndicated capital sdugs a measure of investment activity for
KKR and its business segments during a given pegind we believe that this measure is useful testors as it provides additional insight
into levels of syndication activity in KKR’s Capitilarkets and Principal Activities segment and asrits investment platform.

Uncalled Commitments

Uncalled commitments are used as a measure of defucapital commitments that KKR’s investment fuadd carry-paying co-
investment vehicles have received from partnecetdribute capital to fund future investments. Vééidve this measure is useful to investors
as it provides additional insight into the amouintapital that is available to KKR'investment funds and vehicles to make futurestments

Adjusted Unit:

Adjusted units are used as a measure of the tgtatyeownership of KKR that is held by KKR & Co.R..and KKR Holdings and
represent the fully diluted unit count using thedhverted method. We believe this measure isuls@investors as it provides an indication
of the total equity ownership of KKR as if all ot#asding KKR Holdings units had been exchanged éonmon units of KKR & Co. L.P.

Book Value

Book value is a measure of the net assets of ISKBportable segments and is used by managemardrpyi in assessing the unrealiz
value of our investment portfolio, including cadimterest, as well as our overall liquidity pasiti We believe this measure is useful to
investors as it provides additional insight inte t#esets and liabilities of KKR excluding the assetd liabilities that are allocated to
noncontrolling interest holders. Book value différom the equivalent GAAP
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amounts on a consolidated basis primarily as dtrebthe exclusion of ownership interests in cditided investment vehicles and other
entities that are attributable to noncontrollintenests.

Cash and Short-Term Investments

Cash and short-term investments represent cashcaiid short-term investments in high-grade, shrtation cash management
strategies used by KKR to generate additional yagldur excess liquidity and is used by managemmesnaluating KKR's liquidity position.
We believe this measure is useful to investors povides additional insight into KKR’s availabliguidity. Cash and shoterm investment
differ from cash and cash equivalents on a GAARsteEs a result of the inclusion of liquid shortrteinvestments in cash and short-term
investments. The impact that these liquid shaortitimvestments have on cash and cash equivalerdSG®AP basis is reflected in the
consolidated and combined statements of cash flattén cash flows from operating activities. Accorgly, the exclusion of these
investments from cash and cash equivalents on aR5Besis has no impact on cash provided (used) ésatipg activities, investing activiti
or financing activities. As of March 31, 2012, wedhcash and short-term investments on a segmeistdf&855.5 million, which, with the
addition of $244.3 million of liquid short-term iegtments, may be reconciled to cash and cash éeptisaf $611.2 million.
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Consolidated and Combined Results of Operations

The following is a discussion of our unaudited cemgkd consolidated results of operations for theetihonths ended March 31, 2012
and 2011. You should read this discussion in cartjan with the condensed consolidated financiaksteents and related notes included
elsewhere in this report. For a more detailed disian of the factors that affected the resultspafrations of our three business segments in
these periods, see “—Segment Analysis.”

The following tables set forth information regamgliour results of operations for the three montldedrMarch 31, 2012 and 2011.

Three Months Ended

March 31,
2012 2011
($ in thousands)
Revenues
Fees $ 116,300 $ 231,84
Expenses
Compensation and Benef 372,41( 356,55¢
Occupancy and Related Chary 15,197 12,55¢
General, Administrative and Oth 57,65 54,64
Total Expenses 445,25t 423,75.
Investment Income (Loss)
Net Gains (Losses) From Investment Activit 3,086,86! 2,487,20!
Dividend Income 172,93¢ 4,80¢
Interest Incom 76,19¢ 65,36¢
Interest Expens (18,009 (17,257)
Total Investment Income (Loss) 3,317,99 2,540,13.
Income (Loss) Before Taxe 2,989,04 2,348,22
Income Taxe! 17,072 30,78
Net Income (Loss) 2,971,97! 2,317,44.
Net Income (Loss) Attributable to Redeemable Notredimg Interests 5,27z —
Net Income (Loss) Attributable to Noncontrollingenests 2,776,26 2,157,871
Net Income (Loss) Attributable to KKR & Co. L.P. $ 19043¢  $ 159,56t

Three months ended March 31, 2012 compared to thremths ended March 31, 2011
Fees

Fees were $116.3 million for the three months erdarth 31, 2012, a decrease of $115.5 million, careg to fees of $231.8 million
for the three months ended March 31, 2011. Theleetease was primarily due to (i) a decrease issgmonitoring fees of $64.6 million and
(i) a decrease in gross transaction fees of $a8llbn. The decrease in gross monitoring fees prwarily the result of having no
transactions comparable to the transactions wigistlted in $68.8 million in fees received during three months ended March 31, 2011
from the termination of monitoring agreements inmection with the IPOs of two
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portfolio companies, HCA, Inc. (NYSE: HCA) and TRe&lsen Company (NYSE: NLSN). Termination paymentsy occur in the future;
however, they are infrequent in nature and arergdéigecorrelated with IPO or other sale activityaar private equity portfolio. Excluding the
impact of termination payments and consulting feesing the three months ended March 31, 2012, a@e38 portfolio companies that were
paying an average monitoring fee of $0.7 milliompared with 30 portfolio companies that were payingverage monitoring fee of

$0.7 million during the three months ended MarchZ11. The transaction fees we receive will depamthe amount of capital our funds
and other vehicles deploy and also the amountpmifalaour Capital Markets business syndicates. ddwease in transaction fees was
primarily driven by a decrease in the size of teantion fee-generating investments during the paraalr Private Markets segment. During
the three months ended March 31, 2012, there wardéransaction fee-generating investments withta ttombined transaction value of
approximately $1.2 billion as compared to two temt®n feegenerating investments with a total combined tretisa value of approximate
$5.7 billion during the three months ended MarchZ8L1. Transaction fees vary by investment bapet a number of factors, the most
significant of which are transaction size, the igatar negotiations as to the amount of the fdes complexity of the transaction and KKR’s
role in the transaction.

Expense:

Expenses were $445.3 million for the three monttded March 31, 2012, an increase of $21.5 milllmmpared to $423.8 million for
the three months ended March 31, 2011. The incrasegrimarily due to (i) a net increase in eqloised compensation of $17.3 million
(i) an increase in other operating expenses of $llion. The net increase in equity-based compgas is due primarily to a higher carry
pool allocation as a result of the recognition ighler carried interest during the three months dridarch 31, 2012 as compared to the three
months ended March 31, 2011. The increase in ofperating expenses was due primarily to the coatirexpansion of KKR'’s businesses,
particularly in North America and Asia since Mah, 2011.

Net Gains (Losses) from Investment Activi
Net gains from investment activities were $3.liduillfor the three months ended March 31, 2012narease of $0.6 billion, compared
to a net gain of $2.5 billion for the three monémsled March 31, 2011, primarily driven by a higlesel of appreciation in our private equity

portfolio. The following is a summary of net gaifhssses) from investment activities:

Three Months Ended

March 31,
2012 2011
($ in thousands)
Private Equity Investmen $ 3,009,11¢ $ 2,513,06!
Other Net Gains (Losses) from Investment Activi 77,74¢ (25,85)
Net Gains (Losses) from Investment Activit $ 3,086,86! $ 2,487,20!
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The majority of our net gains (losses) from investinactivities relate to our private equity poriolThe following is a summary of
the components of net gains (losses) from investmetivities for Private Equity Investments whidlastrates the variances from the prior
period. See “—Segment Analysis—Private Markets Saghfor further information regarding gains and losgesur private equity portfolic

Three Months Ended

March 31,
2012 2011
(% in thousands)
Realized Gain $ 527,97¢ $ 1,515,29
Unrealized Losses from Sales of Investments andizaéian of Gains (a (465,84:) (1,464,830
Realized Losse — (37,82¢)
Unrealized Gains from Sales of Investments andi®sain of Losses (k — 30,11«
Unrealized Gains from Changes in Fair Va 3,294,22 2,875,30:
Unrealized Losses from Changes in Fair V¢ (347,24)) (404,99Y
Net Gains (Losses) from Investment Activit- Private Equity Investments $ 3,009,111 $ 2,513,06!

(a) Amounts represent the reversal of previoustpgaized unrealized gains in connection with redilin events where
such gains become realized.

(b) Amounts represent the reversal of previoustpgmized unrealized losses in connection with zadtin events where
such losses become realized.

Dividend Income

Dividend income was $172.9 million for the threentits ended March 31, 2012, an increase of $168libmicompared to dividend
income of $4.8 million for the three months endearth 31, 2011. During the three months ended Matgt2012, we received
$168.9 million of dividends from HCA Inc. and angaggate of $4.0 million of dividends from other @stments. During the three months
ended March 31, 2011, we received $2.8 millionieidénds from Avago Technologies Limited (NASDAQV&O) and an aggregate of
$2.0 million of dividends from other investmentfieEe types of dividends from portfolio companiey mecur in the future; however, their
size and frequency are variable.

Interest Incom

Interest income was $76.2 million for the three therended March 31, 2012, an increase of $10.8mjltompared to $65.4 million
for the three months ended March 31, 2011. Thesas® primarily reflects an increase in the levdixafd income instruments in our public
markets investment vehicles.

Interest Expens

Interest expense was $18.0 million for the threattm®ended March 31, 2012, an increase of $0.7omjltompared to $17.3 million
for the three months ended March 31, 2011. Thesas® was primarily due to an increase in finanaimgngements entered into by our
consolidated funds with the objective of enhancitgrns.
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Income (Loss) Before Tax

Due to the factors described above, principallygased gains from investment activities, incometeefaxes was $3.0 billion for the
three months ended March 31, 2012, an increase.dfl#llion, compared to income before taxes oB$dllion for the three months ended
March 31, 2011.
Net Income (Loss) Attributable to Redeemable Namalling Interests

Net income attributable to redeemable noncontmliirierests was $5.3 million for the three monthdesl March 31, 2012, reflecting
the formation of certain investment vehicles tHetvafor redemptions by limited partners subsequeri¥larch 31, 2011.

Net Income (Loss) Attributable to Noncontrollingelrests

Net income attributable to noncontrolling interestss $2.8 billion for the three months ended M&th2012, an increase of
$0.6 billion, compared to $2.2 billion for the termonths ended March 31, 2011. The increase wasply driven by the overall changes in
the components of net gains (losses) from investiaetivities described above.

71




Table of Contents
Segment Analysis

The following is a discussion of the results of thnree reportable business segments for three memitied March 31, 2012 and 2011.
You should read this discussion in conjunction vifith information included under “—Basis of Finahétaesentation—Segment Resulésid
the condensed consolidated financial statementsedatdd notes included elsewhere in this report.

Private Markets Segmer

The following tables set forth information regamlithe results of operations and certain key opsgatietrics for our Private Markets
segment for the three months ended March 31, 20d28611.

Three Months Ended

March 31,
2012 2011
(% in thousands)
Fees
Management and Incentive Fe
Management Fee $ 106,91 $ 110,25
Incentive Fee — —
Total Management and Incentive F 106,91. 110,25
Monitoring and Transaction Fee
Monitoring Fees 25,82: 90,42’
Transaction Fee 11,661 53,17¢
Fee Credit: (17,706 (70,78
Net Monitoring and Transaction Fe 19,78 72,81¢
Total Fees 126,69! 183,07!
Expense!
Compensation and Benef 44,48¢ 45,97¢
Occupancy and Related Chart 12,80¢ 10,57¢
Other Operating Expens 31,67¢ 35,88¢
Total Expense 88,96¢ 92,43¢
Fee Related Earnings 37,72¢ 90,64
Investment Income (Los:
Gross Carried intere 454,50! 329,04
Less: Allocation to KKR Carry Pox (185,567) (138,289
Less: Management Fee Refur (40,709 (4,804)
Net Carried Interes 228,23! 185,95¢
Other Investment Income (Los 1,652 1,067
Total Investment Income (los 229,88 187,02!
Income (Loss) Before Noncontrolling Interests indme of
Consolidated Entitie 267,61¢ 277,66t
Income (Loss) Attributable to Noncontrolling Intetg 2,29¢ 927
Economic Net Income (Los $ 265,32( $ 276,73t
Assets Under Management (Period End) $ 45,986,40 $ 46,239,10
Fee Paying Assets Under Management (Period End) $ 3797480 $ 37,883,60
Committed Dollars Invested $ 576,200 $ 809,70(
Uncalled Commitments (Period End) $§ 959,700 § 12,071,70
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Three months ended March 31, 2012 compared to thremths ended March 31, 2011
Fees

Fees were $126.7 million for the three months erarth 31, 2012, a decrease of $56.4 million, camgao fees of $183.1 million fi
the three months ended March 31, 2011. The needserwas primarily due to a decrease in gross oromgtfees of $64.6 million and a
decrease in gross transaction fees of $41.5 mijlpartially offset by a decrease in fee credit$®8.1 million. The decrease in gross
monitoring fees was primarily the result of havimgtransactions comparable to the transactionshareisulted in $68.8 million in fees
received during the three months ended March 311 2®m the termination of monitoring agreementsonnection with the IPOs of two
portfolio companies, HCA, Inc. and The Nielsen Camyp These types of termination payments may doctire future; however, they are
infrequent in nature and are generally correlatéd i#Os or other sale activity in our private aguortfolio. Excluding the impact of
termination payments, during the three months endimath 31, 2012, we had 38 portfolio companies tiete paying an average monitoring
fee of $0.7 million compared with 30 portfolio coarpes that were paying an average monitoring f&80df million during the three months
ended March 31, 2011. The decrease in gross ttamsdees was primarily the result of a decreasthé size of fee-generating investments
completed. In the three months ended March 31, 20&Pe were two transaction fgenerating investments with a total combined tretisa
value of approximately $1.2 billion compared to ttkensaction fee-generating investments with a énetbtransaction value of $5.7 billion
during the three months ended March 31, 2011. &t fees vary by investment based upon a nuwitfactors, the most significant of
which are transaction size, the particular negotiatas to the amount of the fees, the complexithe@transaction and KKR'’s role in the
transaction.

Expense:

Expenses were $89.0 million for the three montldedrMarch 31, 2012, a decrease of $3.4 million,mamed to expenses of
$92.4 million for the three months ended MarchZ11 1. The decrease was primarily the result ofcaedese in other operating expenses
related to a lower level of broken deal expenssfeating reduced transaction activity, partialffset by an increase in occupancy and related
charges reflecting the expansion of our business.
Fee Related Earning

Fee related earnings in our Private Markets segmerg $37.7 million for the three months ended M&8t, 2012, a decrease of
$52.9 million, compared to fee related earning$91.6 million for the three months ended MarchZ111. The decrease was due to the
decrease in fees, partially offset by the decr@asg&penses as described above.
Investment Income (Los

Investment income was $229.9 million for the thmeenths ended March 31, 2012, an increase of $4BliBmcompared to investme
income of $187.0 million for the three months entitatch 31, 2011 driven primarily by a higher leeébappreciation in our private equity
portfolio. For the three months ended March 31,20dvestment income was comprised primarily ofaatied interest of $228.2 million.
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The following table presents the components ofcaeted interest for the three months ended Mafg2812 and 2011.

Three Months Ended

March 31,
2012 2011
($ in thousands)
Net Realized Gains (Losse $ 76,60: $ 190,23:
Net Unrealized Gains (Losse 352,75: 138,45
Dividends and Intere! 25,15( 357
Gross carried intere 454 50! 329,04°
Less: Allocation to KKR carry pot (185,56%) (138,289
Less: Management fee refur (40,709 (4,809
Net carried interest $ 22823 % 185,95¢

Net realized gains (losses) for the three montldg@mMarch 31, 2012 consist primarily of realizethgdrom the sale of our remaining
interest in Legrand Holdings S.A. (ENXTPA: LR) aagartial sale of Jazz Pharmaceuticals, Inc. (NYB&ZZ).

Net realized gains (losses) for the three montle@March 31, 2011 consists primarily of the padides of Legrand Holdings S.A.,
HCA, Inc., and Avago Technologies Limited.

The following table presents net unrealized gdiosses) of carried interest by investment vehiotettie three months ended March 31,
2012 and 2011.

Three Months Ended

March 31,
2012 2011
(% in thousands)

2006 Func $ 196,03t $ 106,60’

Asian Func 80,72: 47,157

Millennium Fund 39,42 55,68:

Cc-Investment Vehicle 23,89 9,26:

European Fund I 22,08 2,67:

E2 Investors 9,537 153

China Growtr 29¢ —

European Fun (19,239 (83,077

Total (a) $ 352,75. $ 138,45
€) The above table excludes any funds for which theme no unrealized gains (losses) of carried istataring
either of the periods presented. For the three hsoeded March 31, 2012 and 2011, the European IFwas

excluded.

For the three months ended March 31, 2012, thanreilized gains of $352.7 million included $42dillion of net unrealized gains
reflecting net increases in the value of varioudfptio companies which were partially offset byl$Z million of reversals of previously
recognized net unrealized gains in the connectidim thre occurrence of realization events such atsabar full sales.

Of the $424.1 million of net increases in valueY®das attributable to increased share prices abwaipublicly held investments,
the most significant of which were gains on DolBeneral Corporation (NYSE: DG), HCA, Inc., NXP
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Semiconductors N.V. (NASDAQ: NXPI) and Ma Anshandéon Farming Co. (HK:1117). These increases wetttafia offset by decreased
share prices of various publicly held investmetiits,most significant of which was Far East Horizéd (HK: 3360). Our private portfolio
contributed the remainder of the change in valve niost significant of which were gains relating-tst Data Corporation (financial services
sector), Academy Sports and Outdoors (retail sgdtatelligence Ltd. (services sector) and AlliaB@ots GmbH (healthcare sector). The
reversals of previously recognized net unrealizédgjof $71.4 million, resulted primarily from tkele of Legrand Holdings S.A. and the
partial sale of Jazz Pharmaceuticals, Inc. Theeamed valuations, in the aggregate, generallyer&daindividual company performances as
well as an increase in market comparables. Thealinegl gains on our private portfolio were panjiaiffset by unrealized losses on Energy
Future Holdings Corp. (energy sector) and Del Mdrdeds Company (consumer products sector). Theedsed valuations, in the aggreg
generally related to individual company performaacean certain cases, an unfavorable businessalit!

For the three months ended March 31, 2011, appriein56% of net unrealized gains were attributébliecreased share prices of
various publicly held investments, the most sigaifit of which were HCA, Inc., The Nielsen Company BFar Eastern Horizon Limited
(Hong Kong: 3360), Jazz Pharmaceuticals, Inc. ax& Semiconductors NV. In addition, there was aificant unrealized loss due to the
reversal of a previously recognized gain in coninactvith the partial sale of Legrand Holdings SQur private portfolio contributed the
remainder of the change in value, with the largestributor being unrealized gains relating to $eMedia Group (media sector) and Orie
Brewery (consumer products sector). The increastdhtions, in the aggregate, generally relatedbth bmprovements in market comparal
and individual company performance, and in the cdsgeven Media Group an increase that reflectyaheation of an executed agreemer
sell a portion of the investment in the second wwanf 2011. These unrealized gains were partafiyet by unrealized losses, none of which
individually represented a significant offset tekains for the three months ended March 31, 2011.

Dividend and interest income for the three montideel March 31, 2012 consists primarily of divideedsned from HCA, Inc.
Dividend and interest income for the three montideel March 31, 2011 consists primarily of divideedsned from Avago Technologies
Limited. Management fee refunds amounted to $40lfomfor the three months ended March 31, 201Rirerease of $35.9 million from tl
three months ended March 31, 2011. The increas&imagement fee refunds primarily reflects an irsgddevel of accrued carried interes
the European Fund lll, which triggered the recdgniof a higher level of management fee refunds.

Economic Net Incom

Economic net income in our Private Markets segmexg $265.3 million for the three months ended M&th2012, a decrease of
$11.4 million, compared to economic net income 27&7 million for the three months ended MarchZ111. The decrease in fees described
above was the primary contributor to the periodrgneriod decrease in economic net income, partéfiset by the increase in investment
income.
Assets Under Manageme

The following table reflects the changes in ouv&e Markets AUM from December 31, 2011 to MarchZ&112:

($ in thousands)

December 31, 201 $ 43,627,90
New Capital Raise 59,50(
Distributions (751,200
Foreign Exchang 51,20(
Change in Valui 2,999,001

March 31, 201: $  45,986,40
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AUM for the Private Markets segment was $46.0dnillat March 31, 2012, an increase of $2.4 billmompared to $43.6 billion at
December 31, 2011. The increase was primarilybatiable to appreciation in the market value ofmnivate equity portfolio of $3.0 billion,
which was partially offset by $0.8 billion in digtutions from our funds comprised of $0.7 billiohrealized gains and $0.1 billion of returr
original cost.

The net unrealized investment gains in our prieafgity portfolio were driven primarily by net unbead gains of $1.1 billion, $0.5
billion $0.5 billion, and $0.4 billion in our 20@8und, Millennium Fund, European Fund Il, and Adramd, respectively. Approximately 49%
of the net change in value for the three monthedmdarch 31, 2012 was attributable to changesanesprices of various publicly-listed
investments, most notably increases in NXP Semigcotads N.V, HCA, Inc. and Dollar General Corporatipartially offset by decreases in
TDC A/S (OMX: TDC) and Far East Horizon Ltd. Ouivatte portfolio contributed the remainder of theusfe in value, with the largest
contributor being unrealized gains relating to Hidata Corp., Alliance Boots GmbH, Academy Sportd @utdoors, and Intelligence Ltd.
The increased valuations, in the aggregate, gdneeddted to individual company performance aslaslan increase in market comparables.
The unrealized gains on our private portfolio weaetially offset by unrealized losses on EnergyuFeiHoldings Corp. and Del Monte Foods
Company. The decreased valuations, in the aggreganerally related to individual company perfongor, in certain cases, an unfavor.
business outlook.

Fee Paying Assets Under Managen
The following table reflects the changes in ouv&e Markets FPAUM from December 31, 2011 to M&8th2012:

($ in thousands)

December 31, 201 $ 37,869,70
New Capital Raise 58,80(
Distributions (123,300
Foreign Exchang 151,90(
Change in Valui 17,70(

March 31, 201 $ 3797480

FPAUM in our Private Markets segment was $38.0dwilat March 31, 2012, an increase of $0.1 billasmpared to $37.9 billion at
December 31, 2011. The increase was primarilipatable to foreign exchange adjustments from ougifn denominated commitments and
invested capital of $0.2 billion, partially offdey distributions from our funds totaling $0.1 foi.

Committed Dollars Invested

Committed dollars invested were $0.6 billion foe three months ended March 31, 2012, a decre&® dbillion, compared to
committed dollars invested of $0.8 billion for tthieee months ended March 31, 2011, due to a deximedle size of private equity
investments closed during the three months endedhVail, 2012 as compared with three months endedhvad, 2011.

Uncalled Commitments

As of March 31, 2012, our Private Markets Segmeiat $9.6 billion of remaining uncalled capital cortments that could be called for
investments in new transactions, including $1.b6dwilof uncalled capital commitments from our 200énd.
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Public Markets Segmer

The following tables set forth information regamglitme results of operations and certain key opggatietrics for our Public Markets
segment for the three months ended March 31, 26d2811.

Three Months Ended

March 31,
2012 2011
(% in thousands)
Fees
Management and Incentive Fe
Management Fee $ 21,73. $ 17,29:
Incentive Fee 9,67( 12,01:
Management and Incentive Fe 31,40 29,30¢

Monitoring and Transaction Fee
Monitoring Fees — —

Transaction Fee 2,42: 3,72¢
Fee Credit: (1,637 (2,20%)
Net Transaction Fee 78E 1,52¢
Total Fees 32,18¢ 30,83(
Expense!
Compensation and Benef 11,38: 11,15¢
Occupancy and Related Chart 1,41¢ 95t
Other Operating Expens 3,97 4,20¢
Total Expense 16,771 16,32:
Fee Related Earnings 15,40¢ 14,50¢
Investment Income (Los:
Gross Carried Intere 14,85¢ 3,07
Less: Allocation to KKR Carry Por (5,944 (1,230)
Net Carried Interes 8,91¢ 1,84¢
Other Investment Income (Los (23) (357)
Total Investment Income (Los 8,892 1,49:¢
Income (Loss) Before Noncontrolling Interests indme of
Consolidated Entitie 24,30: 16,00:
Income (Loss) Attributable to Noncontrolling Intets 431 13¢€
Economic Net Income (Loss) $ 23,87( $ 15,86:
Assets Under Management (Period Enc $ 16,306,200 $  14,804,10
Fee Paying Assets Under Management (Period En $ 9,251,700 § 7,833,00
Committed Dollars Invested $ 206,200 $ 317,40!
Uncalled Commitments (Period End) $ 1,418,400 % 1,231,901
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Three months ended March 31, 2012 compared to thramths ended March 31, 2011
Fees

Fees were $32.2 million for the three months erddacch 31, 2012, an increase of $1.4 million, coredan $30.8 million for the three
months ended March 31, 2011. The increase is pifintue to higher management fees of $4.4 milkdinibutable to increased fee paying
assets under management associated with new cagi#adl over the past year. The increase in mamagfefees was partially offset by a
lower level of incentive fees, reflecting a lowevél of income at KFN when compared to the priaique
Expense:

Expenses were $16.8 million for the three montldedrMarch 31, 2012, an increase of $0.5 milliompared to $16.3 million for the
three months ended March 31, 2011. The increaserimsarily attributable to higher occupancy andtetl charges reflecting the continued
expansion of this business.

Fee Related Earning

Fee related earnings were $15.4 million for theetmonths ended March 31, 2012, an increase ofn$lli®n, compared to $14.5
million for the three months ended March 31, 200He increase in fee related earnings is primatiky t the increase in fee income, partially
offset by the increase in expenses, as describ@gbab
Investment Income (Los

Investment income (loss) was $8.9 million for theee months ended March 31, 2012, an increase.4friflion compared to $1.5
million for the three months ended March 31, 200He increase was primarily attributable to highetrcarried interest resulting from an
increase in the net asset values of certain spsitig@tions investment vehicles.

Economic Net Income (Los

Economic net income (loss) was $23.9 million fag three months ended March 31, 2012, an increa®8.0fmillion, compared to
$15.9 million for the three months ended MarchZ11, 1. The increase in net carried interest desgtdb®ve was the primary contributor to
the period over period increase in economic neirime (l0ss).

Assets Under Manageme

The following table reflects the changes in ourlRutdarkets AUM from December 31, 2011 to March 2012:

($ in thousands)

December 31, 201 $ 15,380,70
New Capital Raise 494,90(
Distributions (121,800
Redemption: —
Change in Valui 552,40(

March 31, 201: $ 16,306,20
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AUM in our Public Markets segment was $16.3 billedrMarch 31, 2012, an increase of $0.9 billionmpared to $15.4 billion at
December 31, 2011. The increase was primarily driseappreciation in the net asset value of ceitaiastment vehicles of $0.6 billion and
new capital raised of $0.5 billion across our vasi®ublic Markets strategies.
Fee Paying Assets Under Managen

The following table reflects the changes in ourlRudarkets FPAUM from December 31, 2011 to Mardh 2012:

($ in thousands)

December 31, 201 $ 8,527,60!
New Capital Raise 511,10(
Distributions (42,400
Redemption: —
Change in Valui 255,40(

March 31, 201: $ 9,251,700

FPAUM in our Public Markets segment was $9.3 hillat March 31, 2012, an increase of $0.8 billimmpared to $8.5 billion at
December 31, 2011. The increase for the periodpriasarily driven by new capital raised of $0.5 ioill across our various Public Markets
strategies and appreciation in the net asset wdloertain investment vehicles of $0.3 billion.

Committed Dollars Invested

Committed dollars invested were $206.2 million ttee three months ended March 31, 2012, comparednmnitted dollars invested of
$317.4 million for the three months ended MarchZ11,1, reflecting a lower level of investment ayiwwhen compared to the prior period.

Uncalled Commitments

As of March 31, 2012, our Public Markets segmeut $.4 billion of uncalled capital commitments thatild be called for investmer
in new transactions.
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Capital Markets and Principal Activities Segment

The following table sets forth information regamlithe results of operations and certain key opggatietrics for our Capital Markets
and Principal Activities segment for the three nherended March 31, 2012 and 2011.

Three Months Ended

March 31,
2012 2011
(% in thousands)
Fees
Management and Incentive Fe
Management Fee $ — 3 —

Incentive Fee — —

Management and Incentive Fe — —
Monitoring and Transaction Fee

Monitoring Fees — —

Transaction Fee 30,20¢ 30,36¢

Fee Credit: — —

Net Monitoring and Transaction Fe 30,20¢ 30,36¢

Total Fees 30,20¢ 30,36¢
Expense:!

Compensation and Benef 6,85¢ 6,00¢

Occupancy and Related Chart 23¢ 32¢

Other Operating Expens 2,891 2,98(

Total Expense 9,991 9,31¢

Fee Related Earnings 20,21¢ 21,054

Investment Income (Los:
Gross Carried Intere — —
Less: Allocation to KKR Carry Pot — —
Less: Management Fee Refut = =

Net Carried Interes —
Other Investment Income (Los 418,27¢ 429,45¢

Total Investment Income (Los 418,27¢ 429,45¢
Income (Loss) Before Noncontrolling Interests indme of
Consolidated Entitie 438,49t 450,51:
Income (Loss) Attributable to Noncontrolling Intets 484 59¢
Economic Net Income (Loss) $ 438,01: $ 449,91¢
Syndicated Capit¢ $ 250,60( $ 428,70(
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Three months ended March 31, 2012 compared to thramths ended March 31, 2011
Fees

Fees in our Capital Markets and Principal Actistsegment were $30.2 million for the three montfded March 31, 2012, a decrease
of $0.2 million, compared to fees of $30.4 millifam the three months ended March 31, 2011. Ovesallcompleted 25 capital markets
transactions for the three months ended March @12 ®»f which 4 represented equity offerings andefitesented debt offerings, as comp.
to 14 transactions for the three months ended Mai¢l2011 of which 3 represented equity offeringd &1 represented debt offerings. The
fees were earned in connection with underwritiygdécation and other capital markets services. @éch of the capital markets
transactions that we undertake in this segmergparately negotiated, our fee rates are generghehwith respect to underwriting or
syndicating equity offerings than with respect étlofferings, and the amount of fees that we cofler like transactions generally correlates
with overall transaction sizes. Our capital markrisiness is dependent on the overall capital ned@vironment, which is influenced by
equity prices, credit spreads and volatility.

Expense:

Expenses in our Capital Markets and Principal Attés segment were $10.0 million for the three rhergnded March 31, 2012, an
increase of $0.7 million, compared to expense9d #illion for the three months ended March 311, 20The increase was primarily due t
$0.9 million increase in compensation and benefifgense relating primarily to increased headcount.

Fee Related Earning

Fee related earnings in our Capital Markets andcifral Activities segment were $20.2 million foetthree months ended March 31,
2012, a decrease of $0.9 million, compared to étated earnings of $21.1 million for the three nsrénded March 31, 2011. This decrease
was primarily related to the increase in expensedeacribed above.

Investment Income (Los

Investment income was $418.3 million for the thmeenths ended March 31, 2012, a decrease of $1llidaimtompared to investment
income of $429.5 million for the three months enditatch 31, 2011. While the fair value of our pripei investments increased by a similar
percentage during the first quarter of 2012 as thdyn the first quarter of 2011, the appreciatioas on a slightly smaller investment base.

Three Months Ended

March 31,
2012 2011
(% in thousands)
Net Realized Gains (Losse $ 12,00 $ 113,93:
Net Unrealized Gains (Losse 365,66( 314,61t
Dividend Income 39,01z 1,317
Interest Incom 11,53¢ 10,65:¢
Interest Expens (9,937) (11,05%)
Other Investment Income (Loss) $ 418,27¢  $ 429,45¢

For the three months ended March 31, 2012, nazeshfains were comprised of $16.1 million of readi gains from the sale of
private equity investments, including the sale wf @maining interest in Legrand Holdings S.A.wedl as partial sale of Jazz
Pharmaceuticals, Inc. These realized gains wetalhaoffset by $4.1 million of realized lossegmarily related to non-private equity
investments held by our balance sheet. The netliree gains related primarily to increases invhlkie of various private equity
investments, most notably NXP Semiconductors ND@llar General Corporation, HCA, Inc., Alliance Bs@&smbH and First Data
Corporation, partially offset by unrealized lossesEnergy Future Holdings Corp.
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For the three months ended March 31, 2011, nazezhdains were comprised of $151.1 million of gaimom the sale of certain private
equity investments, the most significant of whicas#iHCA, Inc., and $37.2 million of net realizeddes from the sale of non-private equity
investments, the most significant of which was @rri€orporation (financial services sector). Theurgalized gains were comprised of
$266.4 million of net unrealized appreciation afpte equity investments, the most significant diah were HCA, Inc., NXP
Semiconductors NV and The Nielsen Company B.V.,$4®12 million of net appreciation of non-privatuéy investments.

Economic Net Income (Los

Economic net income in our Capital Markets and épial Activities segment was $438.0 million for ttmeee months ended March 31,
2012, a decrease of $11.9 million, compared to @wainet income of $449.9 billion for the three riiemended March 31, 2011. The
decrease in investment income described abovehegsrimary contributor to the period over periodréase in economic net income.

Syndicated Capital

Syndicated Capital was $250.6 million for the thme@nths ended March 31, 2012, compared to syndicatpital of $428.7 million for
the three months ended March 31, 2011, primariby tdua lower level of private equity syndicationiaty when compared to the prior peri
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Segment Book Valu

The following table presents our segment statemffimancial condition as March 31, 2012:

As of March 31, 201z

Capital
Markets and
Private Public Principal
Markets Markets Activities Total

Segment Segment Segment Reportable Segments
Cash and shc-term investment $ 237,04 $ 7,461 $ 611,04: $ 855,54¢
Investment: — — 5,023,01 5,023,011
Unrealized carn 589,26 10,36: — 599,63
Other asset 151,62( 65,08¢ 80,36 297,07(
Total assets $ 977,92t $ 82917 $ 5,714,41 $ 6,775,26.
Debt obligations $ — 3 — 3 500,00 $ 500,00(
Other liabilities 158,52: 11,63 9,032 179,18t
Total liabilities $ 158,52. $ 11,63 $ 509,03 $ 679,18t
Noncontrolling interest 91C 383 17,62¢ 18,92:
Book value $ 818,49' $ 70,90 $ 5,187,75 $ 6,077,15!
Book value per adjusted unit $ 117 $ 0.1C $ 74C % 8.67

The following table provides a reconciliation of R GAAP Common Units Outstanding to Adjusted Units

GAAP Common Units Outstanding - Basic
Unvested Common Uni

GAAP Common Units Outstanding- Diluted
Adjustments
KKR Holdings Units

Adjusted Units

KKR & Co. L.P. partners’ capital

Plus: Noncontrolling interests held by KKR Holdir

Plus: Equity Impact of KKR Management Holdings Capd othe

Book Value
Adjusted units
Book value per adjusted unit
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Units
231,698,20
17,678,45
249,376,65

451,666,21
701,042,87

As of
March 31, 2012

$ 1,510,27
4,560,61

6,26¢

6,077,15I
701,042,87

$ 8.67
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Liquidity

We have managed our historical liquidity and cdp#équirements by focusing on our cash flows befbeeconsolidation of our funds a
the effect of normal changes in short term asseldiabilities, which we anticipate will be settléat cash within one year. Our primary cash
flow activities on an unconsolidated basis havéohisally involved: (i) generating cash flow fronperations; (ii) generating income from
investment activities, including the sale of inveshts and other assets; (iii) funding capital comrants that we have made to our funds;
(iv) funding our growth initiatives; (v) underwnity commitments within our capital markets businéa};distributing cash flow to our
owners; and (vii) borrowings, interest payments aemhyments under credit agreements, the SeniasNotd other borrowing arrangements.
As of March 31, 2012, we had cash and short-tesastments on a segment basis of $855.5 million.

Sources of Liquidity

Our principal sources of liquidity consist of amé&sreceived from: (i) our operating activities, linding the fees earned from our funds,
managed accounts, portfolio companies, capital etartkkansactions and other investment produc}siefiizations on carried interest from
our investment funds; (iii) realizations on andesabf principal investments; (iv) borrowings undar credit facilities and other borrowing
arrangements; and (v) sales of our common unitsrithesl below.

Carried interest is distributed to the generalrparbf a vehicle with a clawback or net loss stgagrovision only after all of the followir
are met: (i) a realization event has occurred (saje of a portfolio company, dividend, etc.)} {iie vehicle has achieved positive overall
investment returns on realized investments sircmdeption, in excess of performance hurdles whppicable; and (iii) with respect to
investments with a fair value below cost, costlwsn returned to investors in an amount suffideméduce remaining cost to the
investments’ fair value.

We have access to funding under various credilitiasiand other borrowing arrangements that westentered into with major financial
institutions or which we receive from the capitadnkets. The following is a summary of the princifgins of these facilities and other
borrowing arrangements.

Revolving Credit Agreemer

For the three months ended March 31, 2012, there me&borrowings made and no borrowings were autiétg as of March 31, 2012,
under any of the revolving credit agreements dbedrbelow. We may, however, utilize these facitieospectively in the normal course of
our operations.

*  On February 26, 2008, Kohlberg Kravis Roberts & C®.. entered into a credit agreement with a mig@ancial institution (the
“Corporate Credit Agreement”). The Corporate Crégjteement originally provided for revolving borrmgs of up to $1.0 billion,
with a $50.0 million sublimit for swing-line notesd a $25.0 million sublimit for letters of crediin February 22, 2011, the parties
amended the terms of the Corporate Credit Agreemestt that effective March 1, 2011, availability biorrowings under the credit
facility was reduced from $1.0 billion to $700 riohh and the maturity was extended to March 1, 201&ddition, the KKR Group
Partnerships became co-borrowers of the facilitg, KKR & Co. L.P. and the Issuer of the Senior Ndidiscussed below) became
guarantors of the Corporate Credit Agreement, tagyawith certain general partners of our privateiggfunds. On June 3, 2011, the
Corporate Credit Agreement was amended to adnetalender, subject to the same terms and condjttorigrovide a commitment
of $50 million. This commitment increased the aadaility for borrowings under the credit facility 50 million.

*  On February 27, 2008, KKR Capital Markets entergd & credit agreement with a major financial tsibon (the “KCM Credit
Agreement”) for use in KK capital markets business. The KCM Credit Agredpsnamended, provides for revolving borrowi
of up to $500 million with a $500 million sublinfibr letters of credit. On March 30, 2012, an agrert was made to extend the
maturity of the KCM Credit Agreement from Febru&r, 2013 to March 30, 2017. In addition to extegdhe terms, certain other
terms of the KCM Credit Agreement were
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renegotiated including a reduction of the costunfding on amounts drawn and a reduced commitmentB®rrowings under this
facility may only be used for our capital marketsiness.

Senior Notes

*  On September 29, 2010, KKR Group Finance Co. L& ftssuer”),a subsidiary of KKR Management Holdings Corp., és$50(
million aggregate principal amount of 6.375% SemNotes (the “Senior Notes”), which were issued ptiee of 99.584%. The
Senior Notes are unsecured and unsubordinatedatiblig of the Issuer and will mature on SeptemBe020, unless earlier
redeemed or repurchased. The Senior Notes aredtlyunconditionally guaranteed, jointly and sefgrby KKR & Co. L.P. and
the KKR Group Partnerships. The guarantees arecuresgt and unsubordinated obligations of the guaranThe Senior Notes bear
interest at a rate of 6.375% per annum, accruioig f6eptember 29, 2010.

The indenture, as supplemented by a first suppleahementure, relating to the Senior Notes inckidevenants, including
limitations on the Issuer’s and the guarantordfitgttio, subject to exceptions, incur indebtednessured by liens on voting stock or
profit participating equity interests of their sidiaries or merge, consolidate or sell, transfelease assets. The indenture, as
supplemented, also provides for events of defaudtfarther provides that the trustee or the holdérsot less than 25% in aggregate
principal amount of the outstanding Senior Notey oheclare the Senior Notes immediately due andlgaygon the occurrence a
during the continuance of any event of defaultredtgiration of any applicable grace period. In ¢thse of specified events of
bankruptcy, insolvency, receivership or reorgamirgtthe principal amount of the Senior Notes amg accrued and unpaid interest
on the Senior Notes automatically becomes due apdhe. All or a portion of the Senior Notes may&geemed at the Issuer’s
option in whole or in part, at any time, and frdme to time, prior to their stated maturity, at thake-whole redemption price set
forth in the Senior Notes. If a change of contegdurchase event occurs, the Senior Notes are stibjepurchase by the Issuer at a
repurchase price in cash equal to 101% of the ggtgeprincipal amount of the Senior Notes repuretigdus any accrued and
unpaid interest on the Senior Notes repurchasdultmot including, the date of repurchase.

Common Units

*  On March 27, 2012, KKR & Co. L.P. filed a registost statement with the Securities and Exchange Cigeion for the sale by us
from time to time of up to 1,500,000 common unit&KBR & Co. L.P. to generate cash proceeds up }ah& amount of withholding
taxes, social benefit payments or similar paympatable by us in respect of awards granted purgsaahe Equity Incentive Plan,
and (2) the amount of cash delivered in respeatafrds granted pursuant to the Equity Incentiva Fiat are settled in cash instead
of common units. The administrator of the Equitgdntive Plan is expected to reduce the maximumbeunmf common units
eligible to be issued under the Equity IncentivenFby the number of common units issued and saisunt to the registration
statement unless such reduction is already provioledith respect to such awards under the ternteeEquity Incentive Plan. The
Securities and Exchange Commission declared thstratipn statement effective on April 11, 20120 édmmon units were issued
or sold under the registration statement duringtiree months ended March 31, 2012.

Liquidity Needs

We expect that our primary liquidity needs will @t of cash required to: (i) continue to grow business, including seeding new
strategies and funding our capital commitments nadxisting and future funds, co-investments amdreet capital requirements of our
capital markets companies; (ii) service debt oliliges, as well as any contingent liabilities thatyngive rise to future cash payments;

(iii) fund cash operating expenses; (iv) pay amsuinat may become due under our tax receivableeagret with KKR Holdings as describ
below; (v) make cash distributions in accordandd wur distribution policy; (vi) underwrite commiants within our capital markets busin
and (vii) acquire additional principal
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assets. We may also require cash to fund contirmjgigfations including those under clawback andlog$ sharing arrangements. See “—
Liguidity—Contractual Obligations, Commitments aBdntingencies on an Unconsolidated Basis.” We beltbat the sources of liquidity
described above will be sufficient to fund our wiatkcapital requirements for at least the next hihtis.

Capital Commitments

The agreements governing our active investmentsfigraherally require the general partners of thd$uo make minimum capital
commitments to such funds, which usually range f&3nto 4% of a fund’s total capital commitmentdimal closing. In addition, we are
responsible for certain limited partner intereatséme of our private equity funds. The followiaple presents our uncalled commitments to
our active investment funds as of March 31, 2012:

Uncalled
Commitments
($ in thousands)
Private Markets

European Fund II $ 266,90(
2006 Func 107,40(
Asian Func 64,30(
Infrastructure Funi 40,40(
E2 Investors (Annex Funt 28,10(
Natural Resources 16,20(
China Growth Funt 6,90(
Other Private Markets Commitmer 4,00(

Total Private Markets Commitmer 534,20(

Public Markets

Lending Partner 24,40(
Mezzanine Funi 29,40(
Special Situations Vehicle 6,90(

Total Public Markets Commitmen 60,70(
Total Uncalled Commitmen’ $ 594,90(

As of May 2, 2012, we committed $300 million of d¢apto North America Fund XI. We expect to fundmmitments with cash and
short-term investments, proceeds from realizatan®incipal assets and other sources of liquiditgilable to us.

Tax Receivable Agreement

We and certain intermediate holding companiesdhataxable corporations for U.S. federal, statklacal income tax purposes, may
be required to acquire KKR Group Partnership Ufnam time to time pursuant to our exchange agree¢nvéh KKR Holdings. KKR
Management Holdings L.P. made an election undetic®eé54 of the Internal Revenue Code that will aamin effect for each taxable yeatr
which an exchange of KKR Group Partnership Unitsctammon units occurs, which may result in an iaseein our intermediate holding
companies’ share of the tax basis of the assatedfKR Group Partnerships at the time of an exghasf KKR Group Partnership Units.
Certain of these exchanges are expected to resait increase in our intermediate holding compastesre of the tax basis of the tangible
and intangible assets of the KKR Group Partnersipipsarily attributable to a portion of the goodivimherent in our business that would not
otherwise have been available. This increase ilb#ais may increase depreciation and amortizatgoluctions for tax purposes and therefore
reduce the amount of income tax our intermediatdiig companies would otherwise be required toipaye future. This increase in tax
basis may also decrease gain (or increase lodsixume dispositions of certain capital assets @dhktent tax basis is allocated to those capital
assets.

We have entered into a tax receivable agreemehtkiR Holdings requiring our intermediate holdingngpanies 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 companies actuaklize as a result of this increase in tax hasisvell as 85% of the amount of any such
savings the intermediate holding companies actualllize as a result of
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increases in tax basis that arise due to futurengays under the agreement. A termination of theexgent or a change of control could give
rise to similar payments based on tax savingsvileatrould be deemed to realize in connection witthsevents. This payment obligation is
obligation of our intermediate holding companied ant of either KKR Group Partnership. As such,ahsh distributions to common
unitholders may vary from holders of KKR Group Rarship Units (held by KKR Holdings and our priradg) to the extent payments are
made under the tax receivable agreement to sdibiders of KKR Group Partnership Units to date ties payments reflect actual tax savings
received by KKR entities, there may be a timindedénce between the tax savings received by KKRiehfind the cash payments to selling
holders of KKR Group Partnership Units. Paymentslenander the tax receivable agreement are reqtared made within 90 days of the
filing of the tax return of KKR Management HoldinGerp. As of March 31, 2012, approximately $0.38iom of cumulative cash payments
have been made under the tax receivable agreemierdmounts were paid for the three months endeatiMzl, 2012.

We expect our intermediate holding companies tefiefitom the remaining 15% of cash savings, if @nyincome tax that they reali:
In the event that other of our current or futurbsidiaries become taxable as corporations and EcHIKR Group Partnership Units in the
future, or if we become taxable as a corporatiorJ&®. federal income tax purposes, we expectdael will become subject to a tax
receivable agreement with substantially similamizr

Distributions

We intend to make quarterly cash distributionsriroants that in the aggregate are expected to teiessiubstantially all of the cash
earnings of our investment management businessyeaechn excess of amounts determined by KKR tadmessary or appropriate to provide
for the conduct of our business, to make appropifatestments in our business and our investmerisfand to comply with applicable law
and any of our debt instruments or other agreem&R does not intend to distribute gains on priratinvestments, other than certain
additional distributions that KKR may determinentake. These additional distributions, if any, ageayally intended to cover certain tax
liabilities, as calculated by KKR. When KKR & Co.R. receives distributions from the KKR Group Parships, KKR Holdings receives its
pro rata share of such distributions from the KKR@ Partnerships. For purposes of KKR’s distrimugpolicy, our distributions are
expected to consist of an amount comprised ofRift Hii) carry distributions received from KKR’sviastment funds which have not been
allocated as part of its carry pool, and (iii) additional distributions for certain taxes as disa above. This amount is expected to be
reduced by (i) corporate and applicable local taiesy, (i) noncontrolling interests, and (i@mounts determined by KKR to be necessa
appropriate for the conduct of our business andratiatters as discussed above.

The declaration and payment of any distributioressaibject to the discretion of the board of directsf the general partner of KKR &
Co. L.P. and the terms of its limited partnerstgpegment. There can be no assurance that distitsutvill be made as intended or at all or
that such distributions will be sufficient to payygparticular KKR & Co. L.P. unitholder’'s actual&l.or non-U.S. tax liability.
Other Liquidity Needs

We may also be required to fund various underwgiiommitments in our capital markets business imeotion with the underwriting
of loans, securities or other financial instrumeki¢® generally expect that these commitments wilsyindicated to third parties or otherwise
fulfilled or terminated, although we may in sometances elect to retain a portion of the commitsiémt our own account.

Contractual Obligations, Commitments and Contingeas on an Unconsolidated Basis

In the ordinary course of business, we enter iottractual arrangements that may require futurb pagments. The following table
sets forth information relating to anticipated fte¢ash payments as of March 31, 2012 on an untdatea basis.
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Payments due by Perioc
Types of Contractual Obligations <1 Year 1-3 Years 3-5 Years >5 Years Total
($ in millions)

Uncalled commitments to investment funds $ 504.¢ $ — $ — 3 — $ 594.¢
Debt payment obligations (; — — — 500.( 500.(
Interest obligations on debt ( 31.¢ 63.¢ 63.¢ 111.¢ 271.]
Underwriting Commitments (¢ 10.C — — — 10.C
Lending Commitments (£ 69.¢ — — — 69.¢
Lease obligation 42.€ 84.2 81.2 151.t 359.t
Total $ 749.8 $ 148.C $ 145.C $ 763.1 $ 1,805.¢

(1) These uncalled commitments represent amounts caethfiy us to fund a portion of the purchase priid for each investment
made by our investment funds. Because capital iboriions are due on demand, the above commitmes been presented as
falling due within one year. However, given theesi# such commitments and the rates at which oxgsiment funds make
investments, we expect that the capital commitmpreasented above will be called over a period vésd years. See “—Liquidity—
Liguidity Needs.”

(2) Represents Senior Notes which are presented gfosgmmortized discount.

(3) These interest obligations on debt represent etthiaterest to be paid over the maturity of tHatesl debt obligation, which has
been calculated assuming the debt outstanding ethVEL, 2012 is not repaid until its maturity. Fetinterest rates are assumed to
be those in effect as of March 31, 2012, includinth variable and fixed rates provided for by thlevant debt agreements. The
amounts presented above include accrued interestitstanding indebtedness.

(4) Represents various commitments in our capital niatkesiness in connection with the underwritindpais, securities and other
financial instruments. As of May 2, 2012, nonetlise commitments have been syndicated to thirtepant otherwise fulfilled or
terminated.

(5) Represents obligations in our capital markets lassirio lend under various revolving credit faglitextended to third parties.

In the normal course of business, we also enterdantractual arrangements that contain a varietggresentations 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 against ttse future. Accordingly, no amounts have beetuided in our condensed consolidated
financial statements as of March 31, 2012 relatinipdemnification obligations.

The partnership documents governing our privatétyedunds generally include a “clawback” provisitrat, if triggered, may give rise to
a contingent obligation that may require the gen@maner to return amounts to the fund for disttibn to investors at the end of the life of
the fund. Our principals are responsible for amywtdack obligation relating to carry distributioeseived prior to October 1, 2009 up to a
maximum of $223.6 million. Carry distributions ang subsequent to October 1, 2009 may give risgatwback obligations that will be
allocated generally to carry pool participants r@lKKR Group Partnerships. As of March 31, 20E3uaning that all applicable private
equity funds were liquidated at no value, the am@diicarried interest distributed that would bejsabto this clawback provision would be
$813.5 million, of which $589.9 million would be tme by KKR and carry pool participants and $223ilion would be borne by our
principals. Had the investments in such funds bigeidated at their March 31, 2012 fair values, thevback obligation would have been
$73.2 million, of which $11.5 million is the obligan of KKR and the remainder is the obligatioradfiliates and noncontrolling interest
holders.
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Our other investment vehicles, including mezzanimieastructure and special situations generaltjude clawback provisions,
however, no distributions of carried interest hagen made with respect to these vehicles as oftMakc2012.

The instruments governing certain of our privateiggfunds may also include a “net loss sharingvjmion,” that, if triggered, may gi\
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 shafgimgvisions,” certain of our private equity
vehicles allocate a greater share of their investriosses to us relative to the amounts contribbteds to those vehicles. In these vehicles,
such losses would be required to be paid by usedimited partners in those vehicles in the ewdrat liquidation of the fund regardless of
whether any carried interest had been previoustyiduted. Based on the fair market values as athl&1, 2012, there would have been no
net loss sharing obligation. If the vehicles wégeibated at zero value, the net loss sharing abibg would have been approximately
$1,054.2 million as of March 31, 2012.

Unlike the “clawback” provisions, the KKR Group Beerships will be responsible for amounts due umé¢ioss sharing arrangements
and will indemnify our principals for personal gaatees that they have provided with respect to anobunts.

Contractual Obligations, Commitments and Contingées on a Consolidated Basis

In the ordinary course of business, we and ouraateted funds enter into contractual arrangemerasmay require future cash
payments. The following table sets forth informatielating to anticipated future cash paymentsf&sasch 31, 2012. This table differs from
the table presented above which sets forth comthcommitments on an unconsolidated basis pritigipacause this table includes the
obligations of our consolidated funds.

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

Uncalled commitments to investmen

funds (1) $ 9,184." $ — % — $ — 3 9,184.°
Debt payment obligations (; 201.¢ 1,008.! 13.1 500.( 1,723..
Interest obligations on debt ( 75.¢ 217.2 64.¢ 111.€ 469.t
Underwriting Commitments (¢ 10.C — — — 10.C
Lending Commitments (£ 69.¢ — — — 69.¢
Lease obligation 42.€ 84.2 81.2 151.F 359.f
Total $ 9,584." $ 1,309.¢ $ 159.1 $ 763.1 $ 11,816.

(1) These uncalled commitments represent amounts caethiiy our consolidated investment funds, whicluige amounts committed
by KKR and our fund investors, to fund the purchaisee paid for each investment made by our investrfunds. Because capital
contributions are due on demand, the above commisrteave been presented as falling due within @ae.\However, given the si
of such commitments and the rates at which oursimrent funds make investments, we expect thatapigat commitments
presented above will be called over a period oésswears. See “—Liquidity—Liquidity Needs.”

(2) Amounts include Senior Notes, gross of undined discount as well as financing arrangementsred into by our consolidated
funds. Certain of our consolidated fund investmasiticles have entered into financing arrangement®mnnection with specific
investments with the objective of enhancing retugweh financing arrangements include $796.4 milbéfinancing provided
through total return swaps and $426.8 million agficing provided through a term loan and revolareglit facilities. These
financing arrangements have been entered intotivitlobjective of enhancing returns and are nottwbligations of the general
partners of our private equity funds or our manag@necompanies
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(3) These interest obligations on debt represent ethiaterest to be paid over the maturity of tHatesl debt obligation, which has
been calculated assuming the debt outstanding ethVEdL, 2012 is not repaid until its maturity. Fetinterest rates are assumed to
be those in effect as March 31, 2012, includindghbhatriable and fixed rates provided for by thevetd debt agreements. The
amounts presented above include accrued interestitstanding indebtedness.

(4) Represents various commitments in our capital mafasiness in connection with the underwritindpais, securities and other
financial instruments. As of May 2, 2012, nonetlifse commitments have been syndicated to thirtepant otherwise fulfilled or
terminated.

(5) Represents obligations in our capital markets lassirio lend under various revolving credit fagfiti
Off Balance Sheet Arrangements

Other than contractual commitments and other legatingencies incurred in the normal course oftmginess, we do not have any off-
balance sheet financings or liabilities.

Consolidated Statement of Cash Flows

The accompanying consolidated statements of casls finclude the cash flows of our consolidatedtiestiwhich, in particular, incluc
our consolidated funds despite the fact that westwanly a minority economic interest in those furilse assets of consolidated funds, on a
gross basis, are substantially larger than theéss$eur business and, accordingly, have a sutista&ffect on the cash flows reflected in our
consolidated statements of cash flows. The prirsash flow activities of our consolidated funds ilweo (i) capital contributions from fund
investors; (ii) using the capital of fund investtmsmake investments; (iii) financing certain intreents with indebtedness; (iv) generating
cash flows through the realization of investmeatsj (v) distributing cash flows from the realizatiof investments to fund investors. Bece
our consolidated funds are treated as investmenpaaies for accounting purposes, certain of thash iow amounts are included in our
cash flows from operations.

Net Cash Provided by (Used in) Operating Activi

Our net cash provided by (used in) operating a@wiwas $0.4 billion and $1.6 billion during tieee months ended March 31, 2012
and 2011, respectively. These amounts primariljugexd: (i) proceeds from sales of investments hpuochases of investments by our funds
of $(0.3) billion and $1.0 billion during the thre®nths ended March 31, 2012 and 2011, respecti{iglpet realized gains (losses) on
investments of $0.6 billion and $1.5 billion duritige three months ended March 31, 2012 and 20&pectively; and (iii) change in
unrealized gains (losses) on investments of $2i6band $1.0 billion during the three months ethdiéarch 31, 2012 and 2011, respectively.
Certain KKR funds are, for GAAP purposes, investhuampanies and reflect their investments and dthancial instruments at fair value.

Net Cash Provided by (Used in) Investing Activi

Our net cash provided by (used in) investing aii¢isiwas $(26.4) million and $(30.1) million duritige three months ended March 31,
2012 and 2011, respectively. Our investing actigiincluded the purchases of furniture, computeshvare and leasehold improvements of
$6.5 million and $0.3 million, as well as a (des®gincrease in restricted cash and cash equigalesit primarily funds collateral
requirements of $(19.9) million and $(29.8) millidaring the three months ended March 31, 2012 8dd 2espectively.
Net Cash Provided by (Used in) Financing Activi

Our net cash (used in) provided by financing atiésiwas $(0.6) billion and $(1.2) billion durintgetthree months ended March 31,
2012 and 2011, respectively. Our financing actsitprimarily included: (i) distributions to, netafntributions by our noncontrolling and
redeeming noncontrolling interests, of $(0.7) billiand $(1.2) billion during the
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three months ended March 31, 2012 and 2011, regelsct(ii) net proceeds received net of repaynafdebt obligations of $0.2 billion and
$0.0 billion during the three months ended MarchZ12 and 2011, respectively; and (iii) distribas to, net of contributions by our equity
holders, of $(72.7) million and $(62.0) million duy the three months ended March 31, 2012 and 2@spectively.

Critical Accounting Policies

The preparation of our condensed consolidated ¢iahstatements in accordance with GAAP requiresnoanagement to make
estimates and judgments that affect the reportezbata of assets and liabilities, disclosure of m@Ent 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 argdsain our analyses. If actual
amounts are ultimately different from those estedajudged or assumed, revisions are includeddrtdéimdensed consolidated 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 werecttange underlying estimates, judgments or assungptRiease see the notes to the condt
consolidated financial statements included elsew/rethis report for further detail regarding outical accounting policies.

Principles of Consolidatior

Our policy is to consolidate (i) those entitiesnhich we hold a majority voting interest or havejonidy ownership and control over
significant operating, financial and investing dgans of the entity, including those private equiityed income, and other investment funds
and their respective consolidated funds in whighganeral partner is presumed to have controli)@rtities determined to be variable
interest entities (“VIEs”) for which we are considéd the primary beneficiary.

With respect to the consolidated KKR funds, we gealhehave operational discretion and control, &mited partners have no
substantive rights to impact ongoing governanceagatating activities of the fund.

The consolidated KKR funds do not consolidate theijority owned and controlled investments in paitf companies. Rather, those
investments are accounted for as investments anédat fair value as described below.

The KKR funds are consolidated notwithstandingféat that we have only a minority economic inteieghose funds. The condensed
consolidated financial statements reflect the assiabilities, revenues, expenses, investmentimeand cash flows of the consolidated KKR
funds on a gross basis, and the majority of the@euc interests in those funds, which are heldhirdtparty investors, are attributed to
noncontrolling interests in the accompanying cosedrconsolidated financial statements. All of trenagement fees and certain other
amounts earned by us from those funds are elindriateonsolidation. However, because the eliminat@dunts are earned from, and funded
by, noncontrolling interests, our attributable ghaf the net income from those funds is increasetth® amounts eliminated. Accordingly, the
elimination in consolidation of such amounts hagfiect on net income (loss) attributable to uswrpartners’ capital.

Noncontrolling interests represent the ownershigrasts held by entities or persons other than us.
Fair Value Measurements
For the purposes of the discussion under this stibse'—Fair Value Measurements”:

Private Equity - Consists primarily of investmeimsportfolio companies of KKR funds and investmentifrastructure, natural
resources and real estate.

Fixed Income - Consists primarily of investmentb@low investment grade corporate debt securigigmérily high yield bonds and
syndicated bank loans), distressed and opportarmstit and interests in collateralized loan obiayes.

Other — Consists primarily of investments in comnstock, preferred stock, warrants and options affganies that are not private
equity or fixed income investments.

Investments and other financial instruments aresomea and carried at fair value. The majority @f ithvestments and other financial
instruments are held by the consolidated KKR fufidiee KKR funds are, for GAAP purposes, investma&mpanies and reflect their
investments and other financial instruments atvaiue. KKR has retained the specialized accourftinghe consolidated KKR funds in
consolidation. Accordingly, the unrealized gaind &sses resulting from changes in fair value efittvestments held by the KKR funds are
reflected as a component of net gains (losses) fineestment activities in the condensed consoliiatatements of operations.

For investments and certain other financial instnta that are not held in a consolidated KKR fu€KIR has elected the fair value
option since these investments and other finamtsétuments are similar to those in the consoldi&&R funds. Such election is irrevocable
and is applied on an investment by investment lzdistial recognition. Unrealized gains and Iaseesulting from changes in fair value are
reflected as a component of net gains (losses) finwestment activities in the condensed consolitiatatements of operations. The
methodology for measuring the fair value of suakegiments and other financial instruments is coesisvith the methodology applied to
investments and other financial instruments thateid in consolidated KKR funds.

The carrying amount of cash and cash equivaleat$) and cash equivalents held at consolidatedesntiestricted cash and ce



equivalents, due from / to affiliates, other assatsounts payable, accrued expenses and oth#itiBakapproximate fair value due to
their short-term maturities. KKR’s debt obligatioescept for KKR’s Senior Notes, bear interest@dting rates and therefore fair value
approximates carrying value. The fair value for KKBenior Notes was derived using Level Il inputsikar to those utilized in valuing fixed
income investments.

Fair value is the price that would be receiveddiban asset or paid to transfer a liability inaaderly transaction between market
participants at the measurement date. Where alaijlfair value is based on observable market pricggmrameters or derived from such
prices or parameters. Where observable pricespotsrare not available, valuation techniques apiegh These valuation techniques involve
varying levels of management estimation and juddntba degree of which is dependent on a variefaadbrs. Assets and liabilities recorc
at fair value in the condensed consolidated statésvaf financial condition are categorized baseahughe level of judgment associated with
the inputs used to measure their value. Hierarthegals, as defined under GAAP, are directly mtbtto the amount of subjectivity associated
with the inputs to the valuation of these assetslatilities. The hierarchical levels defined endsAAP are as follows from highest to
lowest:

Level |

Inputs are unadjusted, quoted prices in active atador identical assets or liabilities at the nueasient date. The type of investments
and other financial instruments included in thitegary are publicly-listed equities and debt, aecusities sold short. We classified 29.9% of
total investments measured and reported at fairevas Level | at March 31, 2012.

Level Il

Inputs other than quoted prices that are obsenfabliie asset or liability, either directly or ingctly. Level Il inputs include quoted
prices for similar instruments in active marketsg énputs other than quoted prices that are obbtfar the asset or liability. The type of
investments and other financial instruments inallitethis category are fixed income investmentsyeatible debt securities indexed to
publicly-listed securities, and certain over-thextter derivatives. We classified 9.3% of total istveents measured and reported at fair value
as Level Il at March 31, 2012.
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Level Il

Inputs are unobservable for the asset or liabitityd include situations where there is little,ifamarket activity for the asset or
liability. The types of assets and liabilities geaily included in this category are private poiicdompanies and fixed income investments for
which a sufficiently liquid trading market does modst. We classified 60.8% of total investmentsaswed and reported at fair value as
Level lll at March 31, 2012. The valuation of owel 11l investments at March 31, 2012 represerdaaagement’s best estimate of the
amounts that we would anticipate realizing on thle sf these investments at such date.

In certain cases, the inputs used to measuredhievmay fall into different levels of the fair ual hierarchy. In such cases, the level in
the fair value hierarchy within which the fair valmeasurement in its entirety falls has been détexdrbased on the lowest level input that is
significant to the fair value measurement in itdrety. KKR’s assessment of the significance ofatigular input to the fair value
measurement in its entirety requires judgment amsideration of factors specific to the asset.

A significant decrease in the volume and leveldaiivity for the asset or liability is an indicatidhat transactions or quoted prices may
not be representative of fair value because in sugtket conditions there may be increased instasfcgansactions that are not orderly. In
those circumstances, further analysis of transastioy quoted prices is needed, and a significgaosadent to the transactions or quoted pr
may be necessary to estimate fair value.

The availability of observable inputs can vary defieg on the financial asset or liability and ifeafed by a wide variety of factors,
including, for example, the type of instrument, Wie the instrument has recently been issued, wehéile instrument is traded on an active
exchange or in the secondary market, and currerkeneonditions. To the extent that valuation isdzhon models or inputs that are less
observable or unobservable in the market, the hirti@tion of fair value requires more judgment. Actingly, the degree of judgment
exercised by KKR in determining fair value is gesdtfor instruments categorized in Level lll. Ttegiability and availability of the
observable inputs affected by the factors descritiexye may cause transfers between Levels I, dl Jihnwhich KKR recognizes at the
beginning of the reporting period.

Investments and other financial instruments thattraadily observable market prices (such as ttragled on a securities exchange)
are stated at the last quoted sales price as oéfiweting date. KKR does not adjust the quotedepfdr these investments, even in situations
where KKR holds a large position and a sale cogddonably affect the quoted price.

Level Il Valuation Methodologies

Financial assets and liabilities categorized alL#wonsist primarily of debt securities indexedoublicly-listed securities and fixed
income and other investments. Fixed income investmgenerally have bid and ask prices that casbberved in the marketplace. Bid pri
reflect the highest price that KKR and others aitkng to pay for an asset. Ask prices representltiwest price that KKR and others are
willing to accept for an asset. For financial assetd liabilities whose inputs are based on bidpaisles obtained from third party pricing
services, fair value may not always be a predeterdchpoint in the bid-ask range. KKR'’s policy isaitow for mid-market pricing and
adjusting to the point within the bid-ask ranget tin@ets KKR’s best estimate of fair value. Fortdszurities indexed to publicly listed
securities, such as convertible debt, the secsidtie typically valued using standard convertileleusity pricing models. The key inputs into
these models that require some amount of judgmiertha credit spreads utilized and the volatilégwemed. To the extent the company being
valued has other outstanding debt securities tliegp@blicly-traded, the implied credit spread oa tompany’s other outstanding debt
securities would be utilized in the valuation. the extent the company being valued does not hténer outstanding debt securities that are
publicly-traded, the credit spread will be estindalbased on the implied credit spreads observedrmparable publicly-traded debt securities.
In certain cases, an additional spread will be dddeeflect an illiquidity discount due to the fdleat the security being valued is not publicly-
traded. The volatility assumption is based upa@nttistorically observed volatility of the underlgiequity security into which the convertible
debt security is convertible and/or the volatilityplied by the prices of options on the underlyagyity security

Level 11l Valuation Methodologies

The majority of our Level lll investments are pi#@quity investments that are valued utilizing hservable pricing inputs.
Management’s determination of fair value is baseahuthe best information available for a given winstance and may incorporate
assumptions that are management’s best estimatesansideration of a variety of internal and exaéé factors. We generally employ two
valuation methodologies when determining the failue of a private equity investment. The first noeblogy is typically a market
comparables analysis that considers key finanefalts and recent public and private transactiodsogimer available measures including
EBITDA multiples and control premiums. Other measuare also used in arriving at a market compasalalkiation including illiquidity
discounts, the presence of significant unconsddassets and liabilities and any favorable orvorfble tax attributes. The second
methodology utilized is typically a discounted célskv analysis, which incorporates significant asptions and judgments. Estimates of
inputs used in this methodology include the weidlaeerage cost of capital for the investment asdragd inputs used to calculate terminal
values, such as exit EBITDA multiples. Other irgate also used in the discounted cash flow methgg@nd include assumed growth ra
capital structure, risk premiums and other factimduding, if applicable, factors relating to astimation of the most likely buyer or market
participant for a hypothetical monetization evevitjch might include public equity offerings or deséo a private equity investor or a strate
buyer. Also, as discussed in greater detail undeBtsiness Environment,” a change in interest rabesd have a significant impact on
valuationsln certain cases the results of the discounted tastapproach can be significantly impacted bysthestimates. Upon complet
of the valuations conducted using the market coatgas methodology and the discounted cash flow adetlogy, a weighting is ascribed to
each method, and an illiquidity discount is typig@pplied where appropriate. The ultimate faituearecorded for a particular investment
will generally be within the range suggested bytthe methodologies. As of March 31, 2012, the w&scgascribed to the market comparal



methodology and the discounted cash flow methodofogour Level Il private equity investments w48% and 52%, respectively.
As of March 31, 2012, we believe that the apprazalsing both the market multiples methodology #eldiscounted cash flow
methodology resulted in valuations of our aggregateel 11l private equity portfolio that were geadly lower than if only the discounted ci
flow methodology had been used and that were giypéigher than if only the market comparables noeliiogy had been used. In addition,
our Level Il fixed income investments are valuesing values obtained from dealers or market maleerd where these values are not
available, fixed income investments are valued BRKusing internally developed valuation models.Iléion models are based on
discounted cash flow analyses, for which the kgyis are determined based on market comparablésh wtorporate similar instruments
from similar issuers. As discussed above andeémtites to our financial statements, we utilizeesgwnobservable pricing inputs and
assumptions in determining the fair value of ouveldll investments. These unobservable pricingiis@and assumptions may differ by
investment and in the application of our valuatieethodologies. Our reported fair value estimatesgdceary materially if we had chosen to
incorporate different unobservable pricing inputd ather assumptions or, for applicable investmehige only used either the discounted
cash flow methodology or the market comparablesiatitiogy instead of assigning a weighting to bo#thndologies.
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Level lll Valuation Process

The valuation process involved for Level lll meaguents for private equity, fixed income, and oithgestments is completed on a
quarterly basis and is designed to subject theatialu of Level 11l investments to an appropriatedieof consistency, oversight, and review.
For purposes of this discussion, private equitestinents include infrastructure and natural ressuitvestments. KKR has a valuation
committee for private equity investments and a aiun committee for fixed income and other invesitee Each committee is assisted by a
valuation team, which is comprised only of empl®s/edo are not investment professionals responfiblereparing preliminary valuations
or for oversight of any of the investments beintugd. The valuation committees and teams are reséiple for coordinating and consistently
implementing KKR’s quarterly valuation policies,idelines and processes. For investments classiidcevel Ill, investment professionals
prepare preliminary valuations based on their eatadua of financial and operating data, company #igettevelopments, market valuations of
comparable companies and other factors. Thesingmaly valuations are reviewed with the investmemitfessionals by the applicable
valuation team and are also reviewed by an indegr@ndaluation firm engaged by KKR to perform cartpiocedures in order to assess the
reasonableness of KKR'’s valuations for all Leveldlvestments, except for certain investments othan KKR private equity investments.
All preliminary valuations are then reviewed by #plicable valuation committee, and after reflegtny input from their respective
valuation committeeghe preliminary valuations are presented to a sisgimmittee consisting of Senior Principals invdlie various aspec
of the KKR business. When these valuations arecaegl by this single committee after reflecting amyut from it, the valuations are
presented to the audit committee of KKR’s boardicéctors and are then reported on to the boadire€tors.

As of March 31, 2012, upon completion by the indefsnt valuation firm of certain limited procedureguested to be performed by
them, the independent valuation firm concluded thatfair values, as determined by KKR, of the Biu@nts reviewed by them were
reasonable. The limited procedures did not invalveudit, review, compilation or any other formeamination or attestation under
generally accepted auditing standards. We are nsfile for determining the fair value of investneeint good faith, and the limited
procedures performed by an independent valuatrandire supplementary to the inquiries and procegilvat we are required to undertake to
determine the fair value of the investments.

As described above, Level Il and Level Il inveshitsewere valued using internal models with sigaificunobservable inputs and our
determinations of the fair values of these investimenay differ materially from the values that webhlve resulted if readily observable
inputs had existed. Additional external factors mayse those values, and the values of investrfmmighich readily observable inputs exist,
to increase or decrease over time, which may creagility in our earnings and the amounts of &ssmd partners’ capital that we report
from time to time.

Changes in the fair value of the investments ofcaunsolidated private equity funds may impact teegains (losses) from investment
activities of our private equity funds as describeder “—Key Financial Measures—Investment Incobtmes§)—Net Gains (Losses) from
Investment Activities.” Based on the investmentswf private equity funds as of March 31, 2012 estmate that an immediate 10%
decrease in the fair value of the funds’ investrm@etnerally would result in a 10% immediate changeet gains (losses) from the funds’
investment activities (including carried interestem applicable), regardless of whether the investwas valued using observable market
prices or management estimates with significanbsaovable pricing inputs. However, we estimateigact 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 &ititable to noncontrolling interests.

As of March 31, 2012, private equity investmentsollrepresented greater than 5% of the net asbetmeolidated private equity
investments included: (i) Dollar General Corpomati@lued at $3.8 billion; (ii) Alliance Boots Gmbtdlued at $2.7 billion; and (iii)
HCA, Inc. valued at $2.1 billion.
Revenue Recoghnitio

Fees consist primarily of (i) monitoring, consudfiand transaction fees from providing advisory atiebr services, (i) management ¢
incentive fees from providing investment managensentices to unconsolidated funds, a specialtynfieecompany, structured finance and
other vehicles, and separately managed accourttgjirfiees from capital markets
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activities. These fees are based on the contraiettrab of the governing agreements and are recegjizthe period during which the related
services are performed.

KKR'’s private equity funds require the managememhpany to refund up to 20% of any cash managemsestdéarned from limited
partners in the event that the funds recognizergedainterest. At such time as the fund recogni&earried interest in an amount sufficient to
cover 20% of the cash management fees earnedastiampthereof, a liability to the fund’s limitedaptners is recorded and revenue is reducec
for the amount of the carried interest recognizexd,to exceed 20% of the cash management feesteda®f March 31, 2012, the amount
subject to refund for which no liability has beesarded approximates $66.0 million as a resuleadfain funds not yet recognizing sufficient
carried interests. The refunds to the limited perdrare paid, and the liabilities relieved, at stitie that the underlying investments are sold
and the associated carried interests are realizeéle event that a funsl’carried interest is not sufficient to cover albgortion of the amoul
that represents 20% of the cash management feescedinese fees would not be returned to the fuindgéd partners, in accordance with
respective fund agreements.

Recognition of Investment Incom

Investment income consists primarily of the netaetpof: (i) realized and unrealized gains and Issseinvestments, (ii) dividends,
(iii) interest income, (iv) interest expense angffreign exchange gains and losses relating t&+ttamarket activity on foreign exchange
forward contracts, foreign currency options aneiign denominated debt. Unrealized gains or losssadtrfrom changes in fair value of
investments during the period and are includeceirgains (losses) from investment activities. Udmposition of an investment, previously
recognized unrealized gains or losses are revarsgé realized gain or loss is recognized. Whikerversal generally does not significantly
impact the net amounts of gains (losses) that wegrze from investment activities, it affects thanner in which we classify our gains and
losses for reporting purposes.

Due to the consolidation of the majority of our dignthe portion of our fundgivestment income that is allocable to our carndrest:
and capital investments is not shown in the conel@ieensolidated financial statements. Insteadintresstment income that KKR retains in
net income, after allocating amounts to noncoritrglinterests, represents the portion of its inwestt income that is allocable to us. Because
the substantial majority of our funds are consdédaand because we hold only a minority economearést in our funds’ investments, our
share of the investment income generated by owsfunvestment activities is significantly lessththe total amount of investment income
presented in its financial statements.

Recognition of Carried Interest in Statement of Qpé&ons

Carried interest entitles the general partnerfoia to a greater allocable share of the fund’'siegs from investments relative to the
capital contributed by the general partner andespondingly reduce noncontrolling interests’ atftétble share of those earnings. Amounts
earned pursuant to carried interest are includedvastment income (loss) in net gains (losseshfivestment activities and are earned by
the general partner of those funds to the extattdhmulative investment returns are positive ahdre applicable, preferred return thresh
have been met. If these investment returns decmwasien negative in subsequent periods, recogriaeded interest will be reversed and
reflected as investment losses in net gains (Ip$sma investment activities. Carried interestesagnized based on the contractual formula
set forth in the agreements governing the fund #eifund was terminated at the reporting daté wie then estimated fair values of the
investments realized. Due to the extended duratbosir private equity funds, we believe that #yiproach results in income recognition 1
best reflects our periodic performance in the manant of those funds.

The instruments governing our private equity fugdserally include a “clawback” or, in certain instas, a “net loss sharingtovisior
that, if triggered, may give rise to a contingebligation that may require the general partneetann or contribute amounts to the fund for
distribution to investors at the end of the lifetioé fund.

Clawback Provision

Under a “clawback” provision, upon the liquidatioha private equity fund, the general partner gureed to return, on an after-tax
basis, previously distributed carry to the extéattdue to the diminished performance of lateestments, the
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aggregate amount of carry distributions receivethieygeneral partner during the term of the funcked the amount to which the general
partner was ultimately entitled.

Certain KKR principals who received carried intémistributions prior to October 1, 2009 with resp® 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. KKRhpipals are responsible for clawback
obligations relating to carry distributions recealvarior to October 1, 2009 up to a maximum of $8248illion.

Carry distributions arising subsequent to Octohe€0D9 are allocated generally to carry pool padicts and the KKR Group
Partnerships.

Our other investment vehicles, including mezzanimieastructure and special situations, generaltyude clawback provisions;
however, no distributions of carried interest haeen made with respect to these vehicles as oftiVairc2012.

Net Loss Sharing Provisiol

The instruments governing certain of our privateiggfunds may also include a “net loss sharingvimion,” that, if triggered, may gi\
rise to a contingent obligation that may requir gleneral partners to contribute capital to thel foo fund 20% of the net losses on
investments. In connection with the “net loss sigprovisions,certain of our private equity funds allocate a tgeahare of their investme
losses to us relative to the amounts contributedshi those vehicles. In these vehicles, suctetos®uld be required to be paid to the lim
partners in those vehicles in the event of a ligtiah of the fund regardless of whether any carinéerest had previously been distributed.
Unlike the “clawback” provisions, we will be resgsilole for amounts due under net loss sharing aetaegts and will indemnify our
principals for personal guarantees that they haoeiged with respect to such amounts.

Recently Adopted Accounting Pronouncements

On January 1, 2012, KKR adopted ASU 2011-4, Amemdsi® Achieve Common Fair Value Measurement arstibsure
Requirements in GAAP and International Financigh®éng Standards. The ASU specifies that the coiscef highest and best use and
valuation premise in a fair value measurement@evant only when measuring the fair value of nuenficial assets and are not relevant when
measuring the fair value of financial assets dradifilities. The amendments include requiremenecHjt to measuring the fair value of those
instruments, such as equity interests used asdamasion in a business combination. An entity stanéasure the fair value of its own equity
instrument from the perspective of a market paréiot that holds the instrument as an asset. Wsgeiet to financial instruments that are
managed as part of a portfolio, an exception tovialue requirements is provided. That exceptiomits a reporting entity to measure the
value of such financial assets and financial litieg at the price that would be received to seletasset position for a particular risk or to
transfer a net liability position for a particulésk in an orderly transaction between market pgrdints at the measurement date. The
amendments also clarify that premiums and discoshmsild only be applied if market participants vebdb so when pricing the asset or
liability. Premiums and discounts related to theegif an entity’s holding (e.g., a blockage factather than as a characteristic of the asset or
liability (e.g., a control premium) is not permite a fair value measurement.

The guidance also requires enhanced disclosures &iovalue measurements, including, among atfiegs, (a) for fair value
measurements categorized within Level Il of thie ¥alue hierarchy, (1) a quantitative disclosuféhe unobservable inputs and assumptions
used in the measurement, (2) the valuation pracssd by the reporting entity, and (3) a narratiescdiption of the sensitivity of the fair va
measurement to changes in unobservable inputshandterrelationships between those unobservaplasnif any, and (b) the categorization
by level of the fair value hierarchy for items tlaa& not measured at fair value in the statemefimaicial position but for which the fair val
is required to be disclosed (for example, a finanicistrument that is measured at amortized cogtarstatement of financial position but for
which fair value is disclosed). The guidance als®ads disclosure requirements for significant fienssbetween Level | and Level Il and
now requires disclosure of all transfers betweevell and Il in the fair value hierarchy. KKR hadopted the enhanced disclosures as of
January 1, 2012.
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On January 1, 2012, KKR adopted ASU 2011-05, Cohmsive Income. The ASU provides an entity witloption to present the
total of comprehensive income, the components bineeme and the components of other comprehemsbaene either in a single continuc
statement of comprehensive income or in two sepdmait consecutive statements. In both choicesntity & required to present each
component of net income along with total net incoeseh component of other comprehensive incomegalaih a total for other
comprehensive income, and a total amount for congmrsive income. The guidance is effective for figears, and interim periods within
those years beginning after December 15, 2011 lamald be applied on a retrospective basis. KKRaumpted the presentation of total
comprehensive income in two consecutive statenants January 1, 2012.

There were no new accounting pronouncements thaldviie applicable in the three months ended Maigt2G12.
ltem 3. Quantitative and Qualitative Disclosures About MarkRisk

There have been no material changes in the infe@mabout market risk set forth in our Annual Remsr Form 10-K for the fiscal
year ended December 31, 2011 filed with the SEEeabruary 27, 201:

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and ProceduresWe maintain disclosure controls and proceduresiyah term is defined in
Rules 13a-15(e) and 15d-15(e) under the Exchangjetidat are designed to ensure that the informatguired to be disclosed by us in the
reports filed or submitted by us under the Exchahgfes recorded, processed, summarized and repuaiithin the time periods specified in
the SEC'’s rules and forms and such informatiorceumulated and communicated to management, ingjutim Co-Chief Executive Officers
and the Chief Financial Officer, as appropriategltow timely decisions regarding required discl@siwAny controls and procedures, no me
how well designed and operated, can provide ordgarable assurances of achieving the desired tantro

As of March 31, 2012, we carried out an evaluatiorger the supervision and with the participatibouwr management, including
the Co-Chief Executive Officers and the Chief FiciahOfficer, of the effectiveness of the desigul aperation of our disclosure controls and
procedures. Based upon that evaluation, our CofExiecutive Officers and Chief Financial Officenteaconcluded that, as of March 31,
2012, our disclosure controls and procedures wiéeeteve to accomplish their objectives at the mwble assurance level.

Changes in Internal Control Over Financial Reportgt  There were no changes in our internal controt émancial reporting (as
that term is defined in Rules 13a-15(f) and 15¢f) under the Exchange Act) that occurred dutirgquarter ended March 31, 2012 that t
materially affected, or are reasonably likely totenally affect, the Company’s internal control o¥imancial reporting.
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PART Il. OTHER INFORMATION
ITEM 1. Legal Proceedings.

The section entitled “Litigation” appearing in Nd8 “Commitments and Contingencies” of our finahstatements included
elsewhere in this report is incorporated hereimdfgrence.

ITEM 1A. Risk Factors.

For a discussion of our potential risks and unaatits, see the information under the heading “Fiaktors”in our Annual Report c
Form 10-K for the fiscal year ended December 3112€iled with the SEC on February 27, 2012.

ITEM 2. Unregistered Sales of Equity Securities and UsdPobceeds.
Not applicable.
ITEM 3. Defaults Upon Senior Securities.
Not applicable.
ITEM 4. Mine Safety Disclosures .
Not applicable.
ITEM 5. Other Information.
Not applicable.
ITEM 6. Exhibits.
Required exhibits are listed in the Index to Extsilsind are incorporated herein by reference.
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SIGNATURES

Pursuant to requirements of the Securities Exchangef 1934, as amended, the registrant has dalged this report to be signed
on its behalf by the undersigned thereunto dulhenzed.

KKR & CO. L.P.

By: KKR Management LLC
Its General Partne

By: /s/ William J. Janetsche
William J. Janetsche
Chief Financial Officel
(principal financial and accounting officer of KKR
Management LLC

DATE: May 4, 2012
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INDEX TO EXHIBITS

The following is a list of all exhibits filed or fnished as part of this report:

Exhibit No. Description of Exhibit

31.1 Certification of Co-Chief Executive Officer pursuda Rule 13a-14(a) and Rule 15d-14(a) of the SgesrExchange Act of
1934, as amended, as adopted pursuant to Sectoof 30e Sarban- Oxley Act of 2002

31.2 Certification of Co-Chief Executive Officer pursuda Rule 13a-14(a) and Rule 15d-14(a) of the SeesiExchange Act of
1934, as amended, as adopted pursuant to Secttoof 30e Sarban-Oxley Act of 2002

31.3 Certification of Chief Financial Officer pursuantRule 13a-14(a) and Rule 15d-14(a) of the Seesriixchange Act of 1934,
as amended, as adopted pursuant to Section 362 Sfarban«-Oxley Act of 2002

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

32.2 Certification of Co-Chief Executive Officer pursuda 18 U.S.C. Section 1350, as adopted pursuaddettion 906 of the
Sarbane-Oxley Act of 2002

32.3 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdnoBe906 of the Sarbanes-
Oxley Act of 2002

101 Interactive data files pursuant to Rule 405 of Ratipn S-T: (i) the Condensed Consolidated StatésnehFinancial Condition

as of March 31, 2012 and December 31, 2011, @)2bndensed Consolidated Statements of Operatiotise three months
ended March 31, 2012 and March 31, 2011, (ii)@lomdensed Consolidated Statements of Compreheimsisme for the thre
months ended March 31, 2012 and March 31, 2011{HerCondensed Consolidated Statements of Chamgesguity for the
three months ended March 31, 2012 and March 311,30} the Consolidated Statements of Cash Flowth®three months
ended March 31, 2012 and March 31, 2011, andlfeiNotes to the Consolidated Financial Stateme

* This information is furnished and not filed fougposes of Sections 11 and 12 of the SecuritieAt833 and Section 18 of the Securities
Exchange Act of 1934.

The agreements and other documents filed as eghibthis report are not intended to provide fadnfarmation or other disclosure other
than with respect to the terms of the agreementshar documents themselves, and you should npbrethem for that purpose. In particu
any representations and warranties made by ugsetagreements or other documents were made sdlbiy the specific context of the
relevant agreement or document and may not desttrébactual state of affairs as of the date theseweade or at any other time.
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Exhibit 31.1
CO-CHIEF EXECUTIVE OFFICER CERTIFICATION
I, Henry R. Kravis, certify that:
1. | have reviewed this Quarterly Report on Form 16the period ended March 31, 2012 of KKR & CadPL;.
2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitée a material fact necessary

to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this
report;

4, The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingldgae controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsdtsclosure controls and procedures and preséntbds report our conclusiol
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially
affected, or is reasonably likely to materiallyesff, the registrant’s internal control over finaieeporting; and

5. The registrant’s other certifying officers and Vealisclosed, based on our most recent evaluafiotieznal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions):

a) All significant deficiencies and material weaknesiethe design or operation of internal contratiofimancial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: May 4, 201.

/sl Henry R. Kravit
Henry R. Kravis
Cc-Chief Executive Office




Exhibit 31.2
CO-CHIEF EXECUTIVE OFFICER CERTIFICATION
I, George R. Roberts, certify that:
1. | have reviewed this Quarterly Report on Form 16the period ended March 31, 2012 of KKR & CadPL;.
2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitée a material fact necessary

to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this
report;

4, The registrant’s other certifying officers and ¢ aesponsible for establishing and maintainingldgae controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsdtsclosure controls and procedures and preséntbds report our conclusiol
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
regi