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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, 2014

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 anart

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

9 West 57 th 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 executiveas{)

Indicate by check mark whether the registrant € filed all reports required to be filed by SectiB and 15(d) of the Securities Exche
Act of 1934 during the preceding 12 months (orsiach shorter periods that the registrant was reduo file such reports), and (2) has been
subject to such filing requirements for the pastégs. Yesixl No O

Indicate by check mark whether the registrant lsmstted electronically and posted on its corpo¥alb site, if any, every Interactive
Data File required to be submitted and posted auntsio Rule 405 of RegulationSduring the preceding 12 months (or for such shrqrerioc
that the registrant was required to submit and posh files). YesX] No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of “large accelerdited” “accelerated filer” and “smaller reportirmmpany” in Rule 12b-2 of the Exchange
Act:

Large accelerated fileX] Accelerated filerOd

Non-accelerated filed 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 Bxgje Act). Yes1 No

As of May 2, 2014, there were 408,004,049 Commoitsliif 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, or the Securities Act,
and Section 21E of the Securities Exchange AcB8#1 or the Exchange Act, which reflect our curngatvs with respect to, among other
things, our operations and financial performanacau ¥an identify these forward looking statementshgyuse of words such as “outlook,”
“believe,” “expect,” “potential,” “continue,” “may,“should,” “seek,” “approximately,” “predict,” “itend,” “will,” “plan,” “estimate,”
“anticipate,” the negative version of these worther comparable words or other statements thabticelate strictly to historical or factual
matters. Without limiting the foregoing, statemerggarding the expected synergies from the acguisitf KKR Financial Holdings LLC and
Avoca Capital and its affiliates may constitutesiard-looking statements that are subject to tHethat the benefits and anticipated synergies
from such transactions are not realized and ircése of KFN, the impact on our distribution poliBprward looking statements are subject to
various risks and uncertainties. Accordingly, thare or will be important factors that could caastual outcomes or results to differ materi
from those indicated in these statements. We lelieese factors include those described underttt®n entitled “Risk Factors” in our
Annual Report on Form 10-K for the fiscal year eshd=cember 31, 2013, filed with the Securities Brdhange Commission on February 24,
2014, and in this report. These factors shouldeld in conjunction with the other cautionary stageta that are included in this report and in
our other periodic filings. We do not undertake abligation to publicly update or review any for@dooking statement, whether as a result o
new information, future developments or otherwise.

In this report, the term “GAAP” refers to accoutiprinciples generally accepted in the United StafeAmerica.

In this report, references to “KKR,” “we,” “us,” t0” and “our partnership” refer to KKR & Co. L.Pnéhits consolidated subsidiaries.
Prior to KKR & Co. L.P. becoming listed on the N&wrk Stock Exchange (“NYSE”) on July 15, 2010, KK3&oup Holdings L.P. (“Group
Holdings”) consolidated the financial results of RWanagement Holdings L.P. and KKR Fund HoldingR.l(together, the “KKR Group
Partnerships”) and their consolidated subsidiaBieeh KKR Group Partnership has an identical nurobeartner interests and, when held
together, one Class A partner interest in each@kiKR Group Partnerships together represents d&fe Group Partnership Unit.

References to “our Managing Partner” are to KKR Bgament LLC, which acts as our general partnenatess otherwise indicated,
references to equity interests in KKR’s businessp@ercentage interests in KKR’s business, reflee aggregate equity of the KKR Group
Partnerships and are net of amounts that havedlmeated to our principals in respect of the eatinterest from KKR’s business as part of
our “carry pool” and certain minority interests.fR®nces to our “principals” are to our senior esgpkes and non employee operating
consultants who hold interests in KKR’s businessugh KKR Holdings L.P., which we refer to as “KK#ldings,” and references to our
“senior principals” are to principals who also haiterests in our Managing Partner entitling themdte for the election of its directors.

Prior to October 1, 2009, KKR’s business was cotethithrough multiple entities for which there wassingle holding entity, but
were under common control of senior KKR principalsg in which senior principals and KKR’s othemgipals and individuals held
ownership interests (collectively, the “Predeces3aners”).On October 1, 2009, we completed the acquisitioalladf the assets and liabiliti
of KKR & Co. (Guernsey) L.P. (f/k/a KKR Private Bulnvestors, L.P. or “KPE"and, in connection with such acquisition, completestrie
of transactions pursuant to which the businesskiRKvas reorganized into a holding company structline reorganization involved a
contribution of certain equity interests in KKR'adiness that were held by KKR’s Predecessor Owndie KKR Group Partnerships in
exchange for equity interests in the KKR Group menghips held through KKR Holdings. We refer to éleguisition of the assets and liabilit
of KPE and to our subsequent reorganization irttolding company structure as the “KPE Transaction.”

In this report, the term “total distributable eays” is the sum of (i) fee related earnings, ameéefbelow, (ii) carry distributions
received from KKR’s investment funds which have beg¢n allocated as part of its carry pool and rfié) realized principal investment income;
less (i) applicable local income taxes, if any, &nd
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noncontrolling interests. We believe this meassneseful to unitholders as it provides a supplealantasure to assess performance, exclt
the impact of mark-to-market gains (losses), asd absess amounts available for distribution to KiiiRholders. However, total distributable
earnings is not a measure that calculates actsiilditions under KKR’s current distribution policy

In this report, the term “assets under managementAUM,” represent the assets from which KKR i#i#ded to receive fees or a
carried interest and general partner capital. Wievsthis measure is useful to unitholders asavjges additional insight into KKR's capital
raising activities and the overall activity in itsrestment funds. KKR calculates the amount of Ad#/of any date as the sum of: (i) the fair
value of the investments of KKR’s investment fuptiss uncalled capital commitments from these fufidsthe fair value of investments in
KKR'’s co-investment vehicles; (iii) the net assatlue of certain of KKR’s credit products; (iv) thalue of outstanding collateralized loan
obligations; and (v) the fair value of other assatsaged by KKR. KKR'’s definition of AUM is not ad on any definition of AUM that may
be set forth in the agreements governing the invest funds, vehicles or accounts that it managesloulated pursuant to any regulatory
definitions.

In this report, the term “fee paying assets undanagement,” or “FPAUM,” represents only those assatler management from
which KKR receives fees. We believe this meassitgseful to unitholders as it provides additiomaight into the capital base upon which
KKR earns management fees. This relates to KKR¥takraising activities and the overall activityits investment funds, for only those
funds, where KKR receives fees (i.e., excludingisleb that receive only carried interest or genpeatner capital). FPAUM is the sum of all
of the individual fee bases that are used to catelKKR'’s fees and differs from AUM in the followgnespects: (i) assets from which KKR
does not receive a fee are excluded (i.e., assttsespect to which it receives only carried iettj and (ii) certain assets, primarily in its
private equity funds, are reflected based on chpi@mmitments and invested capital as opposeditoditue because fees are not impacted by
changes in the fair value of underlying investments

In this report, the term “fee related earnings,”EIRE”, is comprised of segment fees less segmarereses (other than certain
compensation and general and administrative exgenserred in the generation of net realized pgatinvestment income). This measure is
used by management as an alternative measuremtirg operating earnings of KKR and its businessnestys before investment income. We
believe this measure is useful to unitholders asavides additional insight into the operatingffiadility of our fee generating management
companies and capital markets businesses. The canfmof FRE on a segment basis differ from thévedgnt GAAP amounts on a
consolidated basis as a result of: (i) the inclugibmanagement fees earned from consolidated filnadsvere eliminated in consolidation;

(ii) the exclusion of fees and expenses of certaimsolidated entities; (iii) the exclusion of chesgelating to the amortization of intangible
assets; (iv) the exclusion of charges relatingaimycpool allocations; (v) the exclusion of non{tasjuity charges and other non-cash
compensation charges borne by KKR Holdings or iretiunder the KKR & Co. L.P. 2010 Equity IncentRian; (vi) the exclusion of certain
reimbursable expenses; and (vii) the exclusioreofain non-recurring items.

In this report, the term “economic net income (Jdssr “ENI”, is a measure of profitability for KKR reportable segments and is usec
by management as an alternative measurement optirating and investment earnings of KKR and isiess segments. We believe this
measure is useful to unitholders as it providestaaal insight into the overall profitability of KR’s businesses inclusive of investment
income and carried interest. ENI is comprisedid#RE plus (ii) segment investment income (losd)ich is reduced for carry pool
allocations, management fee refunds, interest esgpand certain compensation and general and adratiie expenses incurred in the
generation of net realized principal investmenbime; less (i) certain economic interests in KKR&gments held by third parties. ENI differs
from net income (loss) on a GAAP basis as a reduli) the exclusion of the items referred to IRE above; (ii) the exclusion of investment
income (loss) relating to noncontrolling interestsd (iii) the exclusion of income taxes.

In this report, “syndicated capital” is generalygtaggregate amount of capital in transactionsraigd by KKR investment funds and
carry-yielding co-investment vehicles, which hastbdistributed to third parties in exchange foee fIt does not include (i) capital invested ir
such transactions by KKR investment funds and egielgding co-investment vehicles, which is insteagorted in committed dollars invested
and (ii) debt capital that is arranged as parhefdcquisition financing of transactions originagd<KR investment funds. Syndicated capital
is used as a measure of investment activity for kiR its business segments during a given periatiye believe
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that this measure is useful to unitholders asatisles additional insight into levels of syndicatiactivity in KKR’s Capital Markets and
Principal Activities segment and across its investtiplatform.

You should note that our calculations of the finahmeasures described above and other financiabares may differ from the
calculations of other investment managers and,rasut, our financial measures may not be compatatsimilar measures presented by othe
investment managers. For important information réigg these and other financial measures, pleaséMa@nagement’s Discussion and
Analysis of Financial Condition & Results of Opéoas—Segment Operating and Performance Measures.”

References to “our funds” or “our vehicles” referitvestment funds, vehicles and/or accounts adysgonsored or managed by one
or more subsidiaries of KKR, unless context requotherwise.

Unless otherwise indicated, references in thisntepaour fully exchanged and diluted common unit$standing, or to our common
units outstanding on a fully exchanged and dildgasis, reflect (i) actual common units outstand{iigcommon units into which KKR Group
Partnership Units not held by us are exchangeabfupnt to the terms of the exchange agreementilbleddn this report, (i) exchangeable
equity securities issued in connection with theugsitjon of Avoca Capital and (iv) common unitsuable pursuant to any equity awards
actually issued under the KKR & Co. L.P. 2010 Eguitcentive Plan, which we refer to as our “Equitgentive Plan,” but do not reflect
common units available for issuance pursuant taEmuity Incentive Plan for which grants have natlygen made.
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PART |—FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited).
KKR & CO. L.P.
CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL COND ITION (UNAUDITED)

(Amounts in Thousands, Except Unit Data)

March 31, December 31
2014 2013
Assets
Cash and Cash Equivalel $ 1,324,920 $ 1,306,38
Cash and Cash Equivalents Held at Consolidatedi€s 917,05: 440,80!
Restricted Cash and Cash Equivale 65,44 57,77¢
Investment: 51,433,45 47,383,69
Due from Affiliates 161,31 143,90!
Other Asset: 2,500,48 2,094,63i
Total Assets $ 56,402,66 $ 51,427,20
Liabilities and Equity
Debt Obligations $ 3,241,75 $ 1,908,60!
Due to Affiliates 110,62 93,85!
Accounts Payable, Accrued Expenses and Other (tiabi 3,502,08. 2,839,92i
Total Liabilities 6,854,45! 4,842,38.
Commitments and Contingencies
Redeemable Noncontrolling Interest: 665,57¢ 627,80
Equity
KKR & Co. L.P. Partners’ Capital (300,354,288 ai@8243,327 common units issued and
outstanding as of March 31, 2014 and December@13,2espectively 3,016,67 2,727,90!
Accumulated Other Comprehensive Income (Li (4,999 (5,899
Total KKR & Co. L.P. Partne’ Capital 3,011,68: 2,722,01
Noncontrolling Interest 45,863,24 43,235,00
Appropriated Capite 7,70¢ —
Total Equity 48,882,63 45,957,01
Total Liabilities and Equity $ 56,402,66 $ 51,427,20

See notes to condensed consolidated financiahsémits.
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KKR & CO. L.P.
CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL COND ITION (Continued) (UNAUDITED)
(Amounts in Thousands)

The following presents the portion of the consdkdbalances presented in the condensed consdlisi@tements of financial
condition attributable to consolidated variablesiest entities (“VIE”) as of March 31, 2014 resudtifrom the acquisition of Avoca Capital
during the three months ended March 31, 2014. $keta of consolidated collateralized loan obligae{f€LO") vehicles are held solely as
collateral to satisfy the obligations of the CLQit@s. KKR has no right to the benefits from, mlares KKR bear the risks associated with, the
assets held by these CLO vehicles beyond KKR’sfii@akinterest therein and management fees geegifabm the entities. The noteholders
and other creditors of the CLO vehicles have nouese to KKR’s general assets. There are neithgiogarrangements nor does KKR hold
implicit variable interests that would require KK&provide any ongoing financial support to the Cléhicles.

March 31, 2014

Assets
Cash and Cash Equivalents Held at Consolidatedi€s $ 119,46:
Investment: 1,210,96!
Other Asset: 35,93
Total Assets $ 1,366,35!
Liabilities
Debt Obligations $ 1,152,79
Accounts Payable, Accrued Expenses and Other [tiabi 90,217
Total Liabilities $ 124300

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 Incom:
Interest Expens
Total Investment Income (Loss!

Income (Loss) Before Taxes
Income Taxes

Net Income (Loss)
Net Income (Loss) Attributable to Redeemable Notraiimg Interests
Net Income (Loss) Attributable to Noncontrollingeénests and Appropriated Capi

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

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

2014 2013
$ 302,92 $ 151,24(
331,03t 331,12
15,40¢ 14,52:
126,72 93,68¢
473,17 439,33
1,972,18 2,269,81
96,70« 39,46¢
161,96( 109,36¢
(34,737 (23,029)
2,196,11 2,395,63
2,025,86: 2,107,54:
21,70: 9,35¢
2,004,16/ 2,098,18
10,63 24,62
1,783,48 1,880,12:
$ 210,04: $ 193,43
$ 0.7z $ 0.7t
$ 065 $ 0.6¢
293,490,46 257,044,18
325,104,22 282,042,52
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KKR & CO. L.P.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) (UNAUDITED)

(Amounts in Thousands)

Three Months Ended March 31,

2014 2013
Net Income (Loss) $ 2,004,161 $ 2,098,18
Other Comprehensive Income (Loss), Net of 1
Foreign Currency Translation Adjustme 5,34 (1,249
Comprehensive Income (Loss) 2,009,50! 2,096,94.
Less: Comprehensive Income (Loss) Attributable édétmable Noncontrolling Intere 10,637 24,62
Less: Comprehensive Income (Loss) Attributable emdbntrolling Interests and Appropriated
Capital 1,787,76 1,878,75
Comprehensive Income (Loss) Attributable to KKR & Co. L.P. $ 211,110 $ 193,56t

See notes to condensed consolidated financiahsémiis.

9




Table of Contents
KKR & CO. L.P.
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (UNAUDITED)

(Amounts in Thousands, Except Unit Data)

KKR & Co. L.P.
Accumulated
Other Redeemable
Common Partners’ Comprehensive Noncontrolling Appropriated Total Noncontrolling
Units Capital Income (LosS) Interests Capital Equity Interests
Balance at January 1, 201: 253,363,69 $ 2,00896 $ (4,606 $ 38,938,53 $ — $40,94289 $ 462,56
Net Income (Loss 193,43¢ 1,880,12. 2,073,56: 24,62:

Other Comprehensive Income (Lc-

Foreign Currency Translation (N

of Tax) 127 (1,370 (1,249
Exchange of KKR Holdings L.

Units to KKR & Co. L.P. Comma

Units 7,573,31 91,18t¢ 173 (91,019 —
Deferred Tax Effects Resulting fra

Exchange of KKR Holdings L.P.

Units to KKR & Co. L.P. Comma

Units 1,997 42 2,03¢
Net Delivery of Common Uni-
Equity Incentive Plai 844,30: 15,027 15,027
Equity Based Compensatit 27,41¢ 54,23: 81,65(
Capital Contribution: 715,02: 715,02: 34,66¢
Capital Distributions (177,35Y (2,392,51) (2,569,86) (4,02
Balance at March 31, 201! 261,781,330 $ 2,160,67' $ (4610 $ 39,103,011 $ — $41,259,07 $ 517,83«
KKR & Co. L.P.
Accumulated
Other Redeemable
Common Partners’ Comprehensive Noncontrolling Appropriated Total Noncontrolling
Units Capital Income (Loss) Interests Capital Equity Interests
Balance at January 1, 201: 288,143,32 $ 2,727,900 $ (5,899 $ 43,235,00 $ — $45957,01 $ 627,80
Net Income (Loss 210,04: 1,775,86: 7,62( 1,993,52' 10,637

Other Comprehensive Income (Los

Foreign Currency Translation (N

of Tax) 1,071 4,18¢ 88 5,34:%
Exchange of KKR Holdings L.F

Units to KKR & Co. L.P. Comma

Units 11,011,56 144,79 (274 (144,52) —
Deferred Tax Effects Resulting fron

Exchange of KKR Holdings L.P.

Units to KKR & Co. L.P. Commo

Units 4,50¢ 10€ 4,61¢€
Net Delivery of Common Uni-
Equity Incentive Plai 1,199,401 28,37¢ 28,37¢
Equity Based Compensatit 39,35: 38,17t 77,52¢
Equity Issued in Connection wi
Acquisitions 56,49 56,49
Capital Contribution: 4,564,20! 4,564,20! 45,41¢
Capital Distributions (138,309 (3,666,16) (3,804,47) (18,28¢)
Balance at March 31, 201« 300,354,28 $ 3,016,67 $ (4999 $ 45,863,24 $ 7,70¢ $48,882,63 $ 665,57t

See notes to condensed consolidated financiahstates.
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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 Compensati

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 allities:
Change in Cash and Cash Equivalents Held at Calaseti 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 Investm
Net Cash Provided (Used) by Operating Activi

Investing Activities
Change in Restricted Cash and Cash Equiva

Purchase of Furniture, Computer Hardware and Leddéimprovement:

Cash Paid for Acquisitions, Net of Cash Acqui
Net Cash Provided (Used) by Investing Activit

Financing Activities

Distributions to Partnel
Distributions to Redeemable Noncontrolling Intes
Contributions from Redeemable Noncontrolling Inss
Distributions to Noncontrolling Interes
Contributions from Noncontrolling Interes
Net Delivery of Common Unit- Equity Incentive Pla
Proceeds from Debt Obligatio
Repayment of Debt Obligatiol
Financing Costs Pa

Net Cash Provided (Used) by Financing Activil

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

Cash and Cash Equivalents, End of Pe

See notes to condensed consolidated financiahsémiis.
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Three Months Ended March

31,

2014 2013
$ 2,004,160 $ 2,098,118
77,52¢ 81,65(
(750,62) (966,24()
(1,221,55) (1,303,57)
(16,437 (23,962
(325,90 116,744
(12,76%) (28,46%)
(49,65/) 246,33
402,91 207,58
(10,400,65) (3,505,76)
9,389,63 4,587,62
(903,36() 1,510,11
(7,667) 61,72(
(1,88¢) (1,289
(58,927 —
(68,47 60,43
(138,30%) (177,359
(18,28¢) (4,02))
45,41¢ 34,66¢
(3,666,16) (2,392,51)
4,564,20! 715,02
28,37¢ 15,02
308,43 568,28
(133,29) (54,49))
— (4,960)
990,37 (1,300,34)
18,54: 270,20
1,306,38. 1,230,46.
$ 132492 $  1,500,67
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KKR & CO. L.P.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued) (UNAUDITED)

(Amounts in Thousands)

Three Months Ended March

31,
2014 2013

Supplemental Disclosures of Cash Flow Informatiol

Payments for Intere: $ 40,14: $ 23,19(

Payments for Income Tax $ 7,65¢ $ 20,01
Supplemental Disclosures of Nc-Cash Investing and Financing Activities

Non-Cash Contributions of Equity Based Compensé $ 77,52¢ $ 81,65(

Foreign Exchange Gains (Losses) and Translatidbedrt Obligation: $ (7,356) $ 3,681

Tax Effects Resulting from Exchange of KKR Holdirg®. Units and delivery of KKR & Co. L.P.

Common Units $ 4,61¢ $ 2,03¢

Net Assets Acquirec

Cash and Cash Equivalents Held at Consolidatedi€s $ 150,30: $ —

Investment: $ 1,247,071 $ —

Other Asset: $ 109,55 $ —

Debt Obligation:s $ 1,150,55. $ —

Accounts Payable, Accrued Expenses and Other [tiabi $ 153,89: $ —

See notes to condensed consolidated financiahsémiis.
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1. ORGANIZATION

KKR & Co. L.P. (NYSE:KKR), together with its consgated subsidiaries (“KKR"), is a leading globav@stment firm that manages
investments across multiple asset classes inclygtingte equity, energy, infrastructure, real estatedit and hedge funds. KKR aims to
generate attractive investment returns by followaratient and disciplined investment approach,leyimm world class people, and driving
growth and value creation at the asset level. KKFes$ts its own capital alongside capital of thedfinvestors and brings opportunities to ot
through its capital markets business.

KKR & Co. L.P. was formed as a Delaware limitedtparship on June 25, 2007 and its general parsniéKR Management LLC (the
“Managing Partner”). KKR & Co. L.P. is the paremingpany of KKR Group Limited, which is the non-ecamo general partner of KKR
Group Holdings L.P. (“Group Holdings”), and KKR &oCL.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”) tlgio 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, tKkKR 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. @rbloldings also owns certain econol
interests in Management Holdings through a wholiyped Delaware corporate subsidiary of KKR Managdrkaidings Corp. and certain
economic interests in Fund Holdings through a Detawartnership of which Group Holdings is the gehgartner with a 99% economic
interest and KKR Management Holdings Corp. is atéohpartner with a 1% economic interest. KKR & Cd?., through its indirect
controlling economic interests in the KKR GrouptRarships, is the holding partnership for the KKiibess.

KKR & Co. L.P. both indirectly controls the KKR Qup Partnerships and indirectly holds equity uniteach KKR Group Partnership
(collectively, “"KKR Group Partnership Units”) reg@nting economic interests in KKR’s business. Hmaining KKR Group Partnership
Units are held by KKR’s current and former prindgptarough KKR Holdings L.P. (“KKR Holdings”), whiicis not a subsidiary of KKR. As of
March 31, 2014, KKR & Co. L.P. held approximateB?4 of the KKR Group Partnership Units and KKR’sngipals held approximately 57%
of the KKR Group Partnership Units through KKR Halgk. The percentage ownership in the KKR Groupreeships will continue to change
as KKR Holdings and/or KKR’s current and formemgipals exchange units in the KKR Group Partnessfop KKR & Co. L.P. common
units.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying unaudited condensed consolidetaddial statements of KKR & Co. L.P. have beerppred in accordance with
accounting principles generally accepted in thedéhStates of America (“GAAP”) for interim finantiaformation and the instructions to
Form 10-Q. The condensed consolidated financig&stants, including these notes, are unaudited aridde some of the disclosures required
in annual financial statements. Management beligyess made all necessary adjustments (consisfingly normal recurring items) such that
the condensed consolidated financial statementgrasented fairly and that estimates made in piep#ine condensed consolidated financial
statements are reasonable and prudent. The omgrasinlts presented for interim periods are noessarily indicative of the results that may
be expected for any other interim period or foréhére year. The December 31, 2013 condensed kdatsal balance sheet data was derived
from audited consolidated financial statementsudetl in KKR’'s Annual Report on Form 10-K for theay&nded December 31, 2013, which
include all disclosures required by GAAP. Thesedsmrsed consolidated financial statements shoutddx®in conjunction with the audited
consolidated financial statements included in KKRC& L.P.’s Annual Report on Form 10-K filed witietSecurities and Exchange
Commission (“SEC").

KKR & Co. L.P. consolidates the financial resulfsfee KKR Group Partnerships and their consolidatgiosidiaries, which include the
accounts of KKR’s management and capital marketgpamies, the general partners of certain uncoratelidfunds and vehicles, general
partners of consolidated funds and their respeciivesolidated funds and certain other entitiesuiiclg certain consolidated CLOs. Reference
in the accompanying financial statements to KKRJgricipals” are to KKR’s senior employees and nampioyee operating consultants who
hold interests in KKR’s business through KKR Holginincluding those principals who also hold intésén the Managing Partner entitling
those principals to vote for the election of thendging Partner’s directors (the “Senior Principgls”

Use of Estimates

The preparation of the financial statements in gonfty with GAAP requires management to make estimand assumptions that affect
the reported amounts of assets and liabilitiesdibelosure of contingent assets and liabilitiethatdate of the financial statements and the
reported amounts of fees, expenses and investmerrie (loss) during the reporting periods. Sucimadés include but are not limited to the
valuation of investments and financial instrumeAistual results could differ from those estimatas] such differences could be material tc
financial statements.

Principles of Consolidation

The types of entities with which KKR is involvedrggrally include (i) subsidiaries, including managgincompanies, broker-dealers
and general partners of investment funds that KkdRages, (ii) entities that have all the attributean investment company, like investment
funds and (iii) CLOs. Each of these entities issased for consolidation on a case by case basindiw on the specific facts and
circumstances surrounding that entity.

Pursuant to its consolidation policy, KKR first cithers whether an entity is considered a VIE aedefiore whether to apply the
consolidation guidance under the VIE model. Easitihat do not qualify as VIEs are generally agsk&s consolidation as voting interest
entities (“VOESs”") under the voting interest model.

The consolidation rules were revised effective daynd, 2010 which had the effect of changing thieiga for determining whether a
reporting entity is the primary beneficiary of aB/I However, the adoption of these new consolidatides was indefinitely deferred (the
“Deferral”) for a reporting entitys interests in certain entities. In particulatjtees that have all the attributes of an investhm@mpany such
investment funds generally meet the conditions seargy for the Deferral. Entities that are secuaiton or asset-backed financing entities suct
as CLOs would generally not qualify for the Deférfeccordingly, when making the assessment of wéresim entity is a VIE, KKR considers
whether the entity being assessed meets the comslitor the Deferral and therefore would be sulijetie rules that existed prior to Januar
2010. Under both sets of rules, VIEs for which KisRletermined to be the primary beneficiary anesodidated.

An entity in which KKR holds a variable interes@ai&/IE if any one of the following conditions exiga) the total equity investment
risk is not sufficient to permit the legal entityfinance its activities without additional subaralied financial support, (b) the holders of equity
investment at risk (as a group) lack either thedior indirect ability through voting rights onslar rights to make decisions about a legal
entity’s activities that have a significant effect the success of the legal entity or the obligatmabsorb the expected losses or right to recei\
the expected residual returns, or (c) the votigbts of some investors are disproportionate to thigigation to absorb the expected losses of
the legal entity, their rights to receive the expdaesidual returns of the legal entity, or batkl aubstantially all of the legal entity’s actieti
either involve or are conducted on behalf of aregtar with disproportionately few voting rights.
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With respect to VIEs such as KKRinvestment funds that qualify for the Deferradl dimerefore apply the previous consolidation rt
KKR is determined to be the primary beneficiaritsfinvolvement, through holding interests direailyindirectly in the VIE or contractually
through other variable interests (e.g., carriedriggt), would be expected to absorb a majoritheMIE’s expected losses, receive a majorit
the VIE's expected residual returns, or both. Isesawhere two or more KKR related parties holdrafee interest in a VIE, and the aggregate
variable interest held by those parties would gilhby a single party, identify that party as thienary beneficiary, then KKR is determined to
be the primary beneficiary to the extent it is piaety within the related party group that is mdesely associated with the VIE.

Under the voting interest model, KKR consolidatesse entities it controls through a majority votintgrest or through other means,
including those VOEs in which the general partsgeresumed to have control. KKR does not consdittaise VOESs in which the presumpt
of control by the general partner has been overabmeeigh either the granting of substantive rightthe unaffiliated fund investors to either
dissolve the fund or remove the general partnack*kbut rights”) or the granting of substantive fi@pating rights.

The consolidation assessment, including the detetioin as to whether an entity qualifies as a IFOE depends on the facts and
circumstances surrounding each entity and therefertain of KKR’s investment funds may qualify a=¥ whereas others may qualify as
VOEs.

With respect to KKR’s consolidated funds that ane @LOs, KKR meets the criteria for the Deferratidherefore applies the
consolidation rules that existed prior to JanuarQ0. For these funds, KKR generally has opamatidiscretion and control, and fund
investors have no substantive rights to impact ongggovernance and operating activities of the funduding the ability to remove the
general partner, also known as kick-out rightsakesult, a fund should be consolidated unless IKE&®a nominal level of equity at risk. To
the extent that KKR commits a nominal amount ofiggie a given fund and has no obligation to fumy éuture losses, the equity at risk to
KKR is not considered substantive and the fungpgctlly considered a VIE. In these cases, the fnmdstors are generally deemed to be the
primary beneficiaries, and KKR does not consolidhtefund. In cases when KKR’s equity at risk ismed to be substantive, the fund is
generally considered to be a VOE and KKR generalysolidates the fund under the VOE model.

With respect to CLOs, which are generally VIEs, theria for the Deferral are not met and therefdKR applies the consolidation
rules issued on January 1, 2010. In its role Hatecal manager, KKR generally has the power tedlithe activities of the CLO entities that
most significantly impact the economic performantéhe entity. In some, but not all cases, KKRotlgh both its residual interest in the CLO
and the potential to earn an incentive fee, maghaviable interests that represent an obligatiarbsorb losses of, or a right to receive
benefits from, the CLO that could potentially bgrsficant to KKR. In cases where KKR has bothtfe power to direct the activities of the
CLO that most significantly impact the CLOs economérformance and (b) the obligation to absorbdesd the CLO or the right to receive
benefits from the CLO that could potentially bersfigant to the CLO, KKR consolidates the CLO.

Certain of KKR’s funds and CLOs are consolidatedi§R notwithstanding the fact that KKR has only aority economic interest
in those funds and vehicles. KKR’s financial stadets reflect the assets, liabilities, fees, expgrsgestment income (loss) and cash flows of
the consolidated KKR funds and vehicles on a gbasss, and the majority of the economic interasthdse funds, which are held by fund
investors or other third parties, are attributeddacontrolling interests or appropriated capitahe accompanying financial statements. All of
the management fees and certain other amountsdehyri€KR from those funds and entities are eliméolain consolidation. However, because
the eliminated amounts are earned from and fungletbhcontrolling interests, KKR's attributable shaf the net income (loss) from those
funds is increased by the amounts eliminated. Atingly, the elimination in consolidation of such @mts has no effect on net income (loss)
attributable to KKR or KKR partners’ capital.

KKR'’s funds are, for GAAP purposes, investment canips and therefore are not required to consoliti&te investments, including
investments in portfolio companies, even if majeotvned and controlled. Rather, the consolidatedi$iand vehicles reflect their investments
at fair value as described below in “Fair Value Big@ments”. All intercompany transactions and badarhave been eliminated.

Variable Interest Entities — Collateralized Loan @Qbations (“CLOs")

For the assets and liabilities of the consolida@é® vehicles, KKR has elected the fair value optiiR accounts for the difference
between the fair value of the assets and the &irevof the liabilities of the consolidated CLONat Gains (Losses) from Investment
Activities in the condensed consolidated statemehtgperations. This amount is attributed to KKRIaird party interest holders based on
each beneficial holder’s residual interest in tbesplidated CLO vehicles. The amoatiributed to third party interest holders is refés in th
condensed consolidated statements of operatidistiilncome (Loss) Attributable to Noncontrollingdrests and Appropriated Capital and in
the condensed consolidated statements of finaooraition in Appropriated Capital within Equity. &@mmount is recorded as appropriated
capital since the other holders of the CLOs’ baraffinterests, not KKR, will receive the benefitsabsorb the losses associated with their
proportionate share of the CLOs’ assets and ligdsli
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Business Combinations

Acquisitions are accounted for using the acquisititethod of accounting. The purchase price of guiaition is allocated to the assets
acquired and liabilities assumed using the estichtie values at the acquisition date. Transactiosts are expensed as incurred.

Intangible Assets

Intangible assets consist primarily of contractigtits to earn future fee income, including managenand incentive fees, and are
recorded in Other Assets in the accompanying casetbnonsolidated statements of financial conditidentifiable finite-lived intangible
assets are amortized on a strailyig-basis over their estimated useful lives andrization expense is included within General, Adistrative
and Other in the accompanying condensed consalicit¢éements of operations. Intangible assetseaiewed for impairment when
circumstances indicate an impairment may exist. KiGgs not have any indefinite-lived intangible &sse

Goodwill

Goodwill represents the excess of acquisition owst the fair value of net tangible and intangidsets acquired in connection with an
acquisition. Goodwill is assessed for impairmentuaily or more frequently if circumstances indicagairment may have occurred. Good
is recorded in Other Assets in the accompanyinglensed consolidated statements of financial canditi

Redeemable Noncontrolling Interests

Redeemable Noncontrolling Interests represent nanaiting interests of certain investment vehicdesl funds that are subject to
periodic redemption by fund investors following #iration of a specified period of time (typigalietween one and three years), or may be
withdrawn subject to a redemption fee during thegakewhen capital may not be otherwise withdrawmdrinvestors interests subject to
redemption as described above are presented agRabke Noncontrolling Interests in the accompangimgdensed consolidated statemen
financial condition and presented as Net Incomeg).attributable to Redeemable Noncontrolling kdés in the accompanying condensed
consolidated statements of operations.

When redeemable amounts become legally payablentbifvestors, they are classified as a liabilitd &ncluded in Accounts Payable,
Accrued Expenses and Other Liabilities in the aqeamying condensed consolidated statements of fialarandition. For all consolidated
investment vehicles and funds in which redemptights have not been granted, noncontrolling intsrage presented within Equity in the
accompanying condensed consolidated statemenitsamicfal condition as Noncontrolling Interests.

Noncontrolling Interests

Noncontrolling interests represent (i) noncontr@linterests in consolidated entities and (i) mmmlling interests held by KKR
Holdings.
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Noncontrolling Interests in Consolidated Entitie
Noncontrolling interests in consolidated entitiepresent the non-redeemable ownership interegtkithat are held primarily by:
0] third party fund investors in KKR’s funds;

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

(iii) certain of KKR’s former principals and their deségs representing a portion of the carried inteexstived by the general
partners of KKR'’s private equity funds that wa®ea#ited to them with respect to private equity itwesnts made during such
former principals’ previous tenure with KKR;

(iv) certain of KKR’s current and former principals repenting all of the capital invested by or on bebithe general partners of
KKR'’s private equity funds prior to October 1, 2088d any returns thereon;

(v) third parties in KKR’s capital markets businesgj an

(vi) exchangeable equity securities representing owipeisierests in a subsidiary of a KKR Group Parshgy issued in connecti
with the acquisition of Avoca.

Noncontrolling Interests held by KKR Holding

Noncontrolling interests held by KKR Holdings indkieconomic interests held by KKR’s principalshiia KKR Group Partnerships.
KKR'’s principals receive financial benefits from K&s business in the form of distributions receifiean KKR Holdings and through their
direct and indirect participation in the value d{R Group Partnership Units held by KKR Holdings.€§b financial benefits are not paid by
KKR and are borne by KKR Holdings.

The following table presents the calculation of camtrolling interests held by KKR Holdings:

Three Months Ended

March 31,
2014 2013
Balance at the beginning of the periot $ 5116,76. $ 4,981,86
Net income (loss) attributable to noncontrollingeirests held by KKR Holdings ( 300,81 334,11:
Other comprehensive income (loss), net of ta 2,46¢ (1,320
Impact of the exchange of KKR Holdings units to KRRCo. L.P. common units (c (144,52) (91,019
Equity based compensati 35,15( 54,23:
Capital contribution: 46( 471
Capital distributions (192,647 (327,43
Balance at the end of the period $ 5118,49. $ 4,950,91.

(a) Refer to the table below for calculation of Netome (loss) attributable to noncontrolling irstis held by KKR Holdings.

(b) Calculated on a pro rata basis based on thghtexl average KKR Group Partnership Units held ByRKHoldings during the
reporting period.

(c) Calculated based on the proportion of KKR Hotdi units exchanged for KKR & Co. L.P. common upiissuant to the
exchange agreement during the reporting period.ekabange agreement provides for the exchange & &koup Partnership
Units held by KKR Holdings for KKR & Co. L.P. commaunits.

Net income (loss) attributable to KKR & Co. L.Pteafallocation to noncontrolling interests heldKi¢R Holdings, with the exception
of certain tax assets and liabilities that aredfiyeallocable to KKR Management Holdings Corp.afgibuted based on the percentage of the
weighted average KKR Group Partnership Units hgltkKR and KKR Holdings, each
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of which hold equity of the KKR Group Partnershipwever, primarily because of the (i) contributimicertain expenses borne entirely by
KKR Holdings, (ii) the periodic exchange of KKR Hiimgs units for KKR & Co. L.P. common units purstitmthe exchange agreement and
(iii) the contribution of certain expenses bornérety by KKR associated with the KKR & Co. L.P. BDEquity Plan (“Equity Incentive
Plan™), equity allocations shown in the condensaakolidated statement of changes in equity diff@mftheir respective pro-rata ownership
interests in KKR’s net assets.

The following table presents net income (loss)laiteble to noncontrolling interests held by KKRI#iogs:

Three Months Ended

March 31,
2014 2013

Net income (loss $ 2,004,161 $ 2,098,18i
Less:Net income (loss) attributable to Redeemable Notroimg Interests 10,637 24,62
Less:Net income (loss) attributable to Noncontrollingelrests in consolidated entities and appropr

capital 1,482,67. 1,546,01;
Plus: Income taxes attributable to KKR Management Holdi@grp. 10,94 6,65¢
Net income (loss) attributable to KKR & Co. L.PdakKR Holdings $ 521,80. $ 534,211
Net income (loss) attributable to noncontrolling inerests held by KKR Holdings $ 300,81: $ 334,11.
Investments

Investments consist primarily of private equityalrassets, credit, investments of consolidated Cle@gity method and other
investments. Investments are carried at their @déichfair values, with unrealized gains or lossssilting from changes in fair value reflected
as a component of Net Gains (Losses) from Investietivities in the condensed consolidated statedmehoperations. Investments
denominated in currencies other than the U.S. dafiavalued based on the spot rate of the respentirrency at the end of the reporting
period with changes related to exchange rate montsmeflected as a component of Net Gains (Lodsas) Investment Activities in the
condensed consolidated statements of operationari§eand loan transactions are recorded on &tdade basis. Further disclosure on
investments is presented in Note 4, “Investments.”

The following describes the types of securitieglveithin each investment class.
Private Equity—Consists primarily of equity investments in opargtbusinesses.

Real Assets—Consists primarily of investments in (i) oil andtaral gas properties (“energy”), (ii) infrastrusassets, and
(iii) residential and commercial real estate asaatsbusinesses (“real estate”).

Credit—Consists primarily of investments in below investthgrade corporate debt securities (primarily highd bonds and
syndicated bank loans), distressed and opportarmistit and interests in unconsolidated CLOs.

Investments of Consolidated CLOsConsists primarily of investments in below investingrade corporate debt securities (prime
high yield bonds and syndicated bank loans) helectly by the consolidated CLO vehicles.

Equity Method—Consists primarily of investments in which KKR Hsgnificant influence, including investments inconsolidated
investment funds.

Other—Consists primarily of investments in common stqmieferred stock, warrants and options of compathigisare not private
equity, real assets, credit, investments of codatdd CLOs or equity method investments.

Equity Method

Equity method investments include (i) certain inwgnts in private equity funds, real assets fufidgjs of hedge funds, and credit ful
which are not consolidated and (ii) certain investits in operating companies in which KKR is deetoegixert significant influence. Under t
equity method of accounting, KKR’s share of earsifigsses) from equity method investments is redflbas a component of Net Gains
(Losses) from Investment Activities in the condehsensolidated statements of operations. Becaeserttierlying investments of
unconsolidated investment funds are reported avédile, the carrying value of these equity metimv@stments representing KKR’s interests
in unconsolidated funds approximates fair
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value. The carrying value of equity method invesitaén certain operating companies, which KKR itedmined to exert significant influence,
is determined based on the amounts invested by Kdfsted for the equity in earnings or lossedefihvestee allocated based on KKR’s
respective ownership percentage, less distributidas Note 3 “Net Gains (Losses) from InvestmenivAies” for the net changes in fair value
associated with these investments.

Fair Value Measurements

Investments and other financial instruments aresomea and carried at fair value. The majority ekistments and other financial
instruments are held by the consolidated fundsvahétles. KKR’s funds are, for GAAP purposes, irtwent companies and reflect their
investments and other financial instruments atvfaiue. KKR has retained the specialized accourfinghe consolidated funds and vehicles ir
consolidation. Accordingly, the unrealized gaind &sses resulting from changes in fair value efittvestments held by KKR’s funds are
reflected as a component of Net Gains (Losses) frmastment Activities in the condensed consolida@tements of operations.

For investments and other financial instruments éin@ not held in a consolidated fund or vehiclgKR<has elected the fair value option
since these investments and other financial ingnimare similar to those in the consolidated fuardsvehicles. Such election is irrevocable
and is applied on an investment by investment ledistial recognition. Unrealized gains and Isssesulting from changes in fair value are
reflected as a component of Net Gains (Losses) frmestment Activities in the condensed consolida@atements of operations. The
methodology for measuring the fair value of suakestments and other financial instruments is coamsisvith the methodologies applied to
investments and other financial instruments thatheld in consolidated funds and vehicles. In @ltitK KR has elected the fair value option
for the investments and debt obligations of thesotidated CLO vehicles.

The carrying amounts of Other Assets, Accounts Blay@ccrued Expenses and Other Liabilities recogghion the condensed consolid:
statements of financial condition (excluding Fixessets, Goodwill, Intangible Assets, contingentsidaration and certain debt obligations)
approximate fair value due to their short term mitiés. Further information on Fixed Assets andtoagent consideration is presented in
Note 7,“Other Assets and Accounts Payable, Accrued Expeasd Other Liabilities”. Further information on @twill and Intangible Assets
is presented in Note 15 “Goodwill and Intangibleséis.” KKR’s debt obligations, except for KKR's ZD@nd 2043 Senior Notes, bear interest
at floating rates and therefore fair value appratis carrying value. Further information on KKRG22 and 2043 Senior Notes are presentec
in Note 9, “Debt Obligations.” The fair values idKR’s 2020 and 2043 Senior Notes were derived ukingl 1l inputs similar to those
utilized in valuing credit investments.

Fair value is the price that would be receivedaiban asset or paid to transfer a liability inaderly transaction between market
participants at the measurement date. Where alajlfatr value is based on observable market pocgmsmrameters or derived from such price:
or parameters. Where observable prices or inpataatravailable, valuation techniques are appliégse valuation techniques involve varying
levels of management estimation and judgment, dgges of which is dependent on a variety of fact®eg 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 aswativith 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 valuatio
these assets and liabilities. The hierarchicalltegiefined under GAAP are as follows:

Level |

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

Level Il

Inputs are other than quoted prices that are obbxJor the asset or liability, either directlyindirectly. Level Il inputs include quoted
prices for similar instruments in active marketsd &nputs other than quoted prices that are obb&ar the asset or liability. The type of
investments and other financial instruments inallitethis category are credit investments, conbkertilebt securities indexed to publidisted
securities, and certain over-the-counter derivative

19




Table of Contents
Level Il

Inputs are unobservable for the asset or liabitityd 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 companieal assets investments and credit
investments for which a sufficiently liquid tradingarket does not exist.

In certain cases, the inputs used to measuredhievmay fall into different levels of the fair val hierarchy. In such cases, the level in
the fair value hierarchy within which the fair valmeasurement in its entirety falls has been détedrbased 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 measuremen
in its entirety requires judgment and consideratibfactors specific to the asset.

A significant decrease in the volume and levelaivity for the asset or liability is an indicatidhat transactions or quoted prices may
not be representative of fair value because in sumtket conditions there may be increased instaoiceansactions that are not orderly. In
those circumstances, further analysis of transastis quoted prices is needed, and a significgosadent to the transactions or quoted prices
may be necessary to estimate fair value.

The availability of observable inputs can vary degpieg on the financial asset or liability and ifeafed by a wide variety of factors,
including, for example, the type of instrument, Wiee the instrument has recently been issued, whétie instrument is traded on an active
exchange or in the secondary market, and currerkeheonditions. To the extent that valuation isdshon models or inputs that are less
observable or unobservable in the market, the ohixtation of fair value requires more judgment. Actingly, the degree of judgment
exercised by KKR in determining fair value is gesatfor instruments categorized in Level Ill. Tteigbility and availability of the observable
inputs affected by the factors described above caage transfers between Levels |, 11, and Ill, WHdR recognizes at the beginning of the
reporting period.

Investments and other financial instruments thaehreadily observable market prices (such as ttraged on a securities exchange) are
stated at the last quoted sales price as of ttatieg date. KKR does not adjust the quoted prizgetiese investments, even in situations wher
KKR holds a large position and a sale could reaslyraffect the quoted price.

Management'’s determination of fair value is baggohuthe best information available for a given winstance and may incorporate
assumptions that are management’s best estimagesansideration of a variety of internal and exsd factors.

Level Il Valuation Methodologies

Financial assets and liabilities categorized aslL#wonsist primarily of securities indexed tobtioly-listed securities and credit and
other investments. Credit investments generallyehad and ask prices that can be observed in thketpdace. Bid prices reflect the highest
price that KKR and others are willing to pay forasset. Ask prices represent the lowest pricelkK& and others are willing to accept for an
asset. For financial assets and liabilities whopeits are based on bid-ask prices obtained from garty pricing services, fair value may not
always be a predetermined point in the bid-askeaKi{R's policy is generally to allow for mid-mankericing and adjusting to the point
within the bid-ask range that meets KKR’s besteate of fair value. For securities indexed to peipliisted securities, such as convertible
debt, the securities are typically valued usingdsad convertible security pricing models. The kgyuts into these models that require some
amount of judgment are the credit spreads utilenedi the volatility assumed. To the extent the cowyeing valued has other outstanding
securities that are publicly-traded, the implieedit spread on the company’s other outstanding skshirities would be utilized in the
valuation. To the extent the company being valuseschot have other outstanding debt securitiesatlegbublicly-traded, the credit spread will
be estimated based on the implied credit spreasisrebd in comparable publicly-traded debt securitie certain cases, an additional spread
will be added to reflect an illiquidity discountelto the fact that the security being valued ispuddlicly-traded. The volatility assumption is
based upon the historically observed volatilityted underlying equity security into which the cortitde debt security is convertible and/or the
volatility implied by the prices of options on thaderlying equity security.

Level lll Valuation Methodologies
Financial assets and liabilities categorized asL#V consist primarily of the following:

Private Equity InvestmentKKR generally employs two valuation methodologigdsew determining the fair value of a private equity
investment. The first methodology is typically arket comparables analysis that considers key fiaamgputs and recent public and private
transactions and other available measures. Thandenethodology utilized is typically a discountexble flow analysis, which incorporates
significant assumptions and judgments. Estimaté®pfinputs used in this methodology include thégiveed average cost of capital for the
investment and assumed inputs used to calculatértarvalues, such as exit EBITDA multiples. Othgguts are also used in both
methodologies.

Upon completion of the valuations conducted ushregé methodologies, a weighting is ascribed to psthod, and an illiquidity
discount is typically applied where appropriatee Titimate fair value recorded for a particularéstment will generally be within a range
suggested by the two methodologies.

When determining the weighting ascribed to eachatadn methodology, KKR considers, among otherdiagtthe availability of direct
market comparables, the applicability of a discedrtash flow analysis and the expected hold pemalbdmanner of realization for the
investment. These factors can result in differegigtings among investments in the portfolio
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in certain instances may result in up to a 100%gttag to a single methodology. Across the Levieptlvate equity investment portfolio,
approximately 82% of the fair value is derived fromestments that are valued based exactly 50%arkehcomparables and 50% on a
discounted cash flow analysis. Less than 5% ofahievalue of the Level Il private equity investntgoortfolio is derived from investments tl
are valued either based 100% on market comparabE30% on a discounted cash flow analysis.

When determining the illiquidity discount to be &épg, KKR seeks to take a uniform approach acrsspartfolio and generally applies a
minimum 5% discount to all private equity investrtserKKR then evaluates such private equity invesitsiéo determine if factors exist that
could make it more challenging to monetize the étweent and, therefore, justify applying a highkquiidity discount. These factors generally
include (i) whether KKR is unable to sell the polith company or conduct an initial public offerin§the portfolio company due to the consent
rights of a third party or similar factors, (ii) ether the portfolio company is undergoing significeestructuring activity or similar factors and
(iii) characteristics about the portfolio compamrgarding its size and/or whether the portfolio campis experiencing, or expected to
experience, a significant decline in earnings. €Hastors generally make it less likely that a fabid company would be sold or publicly
offered in the near term at a price indicated bgagigust a market multiples and/or discounted dash analysis, and these factors tend to
reduce the number of opportunities to sell an itmest and/or increase the time horizon over whitinaestment may be monetized.
Depending on the applicability of these factors,R&K#etermines the amount of any incremental illigyidiscount to be applied above the 5%
minimum, and during the time KKR holds the investitp¢he illiquidity discount may be increased oc@ased, from time to time, based on
changes to these factors. The amount of illiquidiscount applied at any time requires considerplilgment about what a market participant
would consider and is based on the facts and cstamaes of each individual investment. Accordintig, illiquidity discount ultimately
considered by a market participant upon the reizaf any investment may be higher or lower thzat estimated by KKR in its valuations.

Real Assets InvestmenFor energy and infrastructure investments, KKR gaheutilizes a discounted cash flow analysis, ethincorporates
significant assumptions and judgments. Estimaté®pfinputs used in this methodology include thégiveed average cost of capital for the
investment and assumed inputs used to calculatertelvalues, such as exit EBITDA multiples. Faalrestate investments, KKR generally
utilizes a combination of direct income capitaliaatand discounted cash flow analysis, which inocafes significant assumptions and
judgments. Estimates of key inputs used in theghadelogies include an unlevered discount ratetandinal capitalization rate. Tt
valuations of real assets investments also use otpets. Certain investments in real estate amiggngenerally do not include a minimum
illiquidity discount.

Credit Investment<Lredit investments are valued using values obtdirmed dealers or market makers, and where thesesalre not
available, credit investments are valued by KKRellasn ranges of valuations determined by an ind#grenvaluation firm. Valuation models
are based on discounted cash flow analyses, fartwthe key inputs are determined based on markepables, which incorporate similar
instruments from similar issuers.

Other InvestmentskKKR generally employs the same valuation methogiel® as described above for private equity investsn@hen valuing
these other investments.

CLO Debt ObligationsThe senior secured and subordinated notes of tiotidated CLOs are valued based on dealer quotemasituations
where third party quotes are unavailable, a distsminash flow analysis. When discounted cash floahyaes are utilized, the significant
unobservable inputs used in the fair value measeméwf the senior secured and subordinated notésdie the discount rate, default rate and
recovery rates applied in the valuation models.

Key unobservable inputs that have a significantaatpn KKR’s Level Il investment valuations as ddésed above are included in
Note 5“Fair Value Measurements.” KKR utilizes several bservable pricing inputs and assumptions in detgngithe fair value of its
Level lll investments. These unobservable pricmguiks and assumptions may differ by investmentianile application of KKR’s valuation
methodologies. KKR’s reported fair value estimatesld vary materially if KKR had chosen to incorptar different unobservable pricing
inputs and other assumptions or, for applicablestments, if KKR only used either the discounteshdéow methodology or the market
comparables methodology instead of assigning ahieigto both methodologies.

Level IIl Valuation Process

The valuation process involved for Level lll measuents is completed on a quarterly basis and igmisd to subject the valuation of
Level lll investments to an appropriate level ofsistency, oversight, and review. KKR has a Prilddekets valuation committee for private
equity and real assets investments and a valuetiommittee for credit (including investments helddmnsolidated CLOs) and other
investments. The Private Markets valuation committery be assisted by subcommittees for exampleeindluation of real estate investme
Each of the Private Markets valuation committee tedcredit valuation committee is assisted bylaatégon team, which, except as noted
below, is comprised only of employees who are neéstment professionals responsible for prepanetiminary valuations or for oversight
the investments being valued. The valuation teamerergy, infrastructure and real estate investsn@mtain investment professionals who
participate in the preparation
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of preliminary valuations and oversight for thogeastments. The valuation committees and teamseap®nsible for coordinating and
consistently implementing KKR’s quarterly valuatipalicies, guidelines and processes. For Privatek®ta investments classified as Level llI
investment professionals prepare preliminary vadnatbased on their evaluation of financial andrafieg data, company specific
developments, market valuations of comparable caiepand other factors. These preliminary valuatiane reviewed with the investment
professionals by the applicable valuation teamaredalso reviewed by an independent valuation éingaged by KKR to perform certain
procedures in order to assess the reasonablenkE&dRé valuations annually for all Level 11l invesents in Private Markets and quarterly for
at least a majority of such investments. For mogtstments classified as Level Il in Public Magkeh general, an independent valuation firm
is engaged by KKR to provide third party valuatiomsranges of valuations from which KKR’s investihprofessionals select a preliminary
valuation, or an independent valuation firm is egeghby KKR to perform certain procedures in ordeagsess the reasonableness of KKR’s
valuations. All preliminary valuations in Privateakkets and Public Markets are then reviewed byafiicable valuation committee, and after
reflecting any input by their respective valuatmmmmittees, the preliminary valuations are presktadhe firm’s management committee.
When these valuations are approved by this comenittieer reflecting any input from it, the valuatoof Level Il investments, as well as the
valuations of Level | and Level Il investments, presented to the audit committee of KKR’s boardiocéctors and are then reported on to the
board of directors.

Fees

Fees consist primarily of (i) transaction fees edrim connection with successful investment tratimas and from capital markets
activities, (ii)) management and incentive fees frmoviding investment management services to uralmaed funds, a specialty finance
company, CLOs and other vehicles and separatehageshaccounts, (iii) monitoring fees from providsggvices to portfolio companies, and
(iv) consulting and other fees earned by consdidi@ntities from providing advisory and other seesi

For the three months ended March 31, 2014 and 26%Bectively, fees consisted of the following:

Three Months Ended

March 31,
2014 2013
Transaction Fee $ 155,15 $ 38,42!
Management Fee 50,18¢ 41,02«
Monitoring Fees 52,34¢ 38,64¢
Consulting and Other Fe 28,13: 14,31
Incentive Fee 17,10¢ 18,83(
Total Fees $ 302,92t $ 151,24(

Substantially all fees presented in the table alaogeearned from affiliates.
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Recently Issued Accounting Pronouncements
Foreign Currency Matters

In March 2013, the FASB issued ASU 2013-05, “Fane@urrency Matters,” which indicates that the enéimount of a cumulative
translation adjustment (“CTA”) related to an eriitinvestment in a foreign entity should be relelsten there has been a (i) sale of a
subsidiary or group of net assets within a foredgtity and the sale represents the substantiathyptete liquidation of the investment in the
foreign entity, (ii) loss of a controlling finantigterest in an investment in a foreign entity (idy step acquisition for a foreign entity. This
guidance was effective as of January 1, 2014. @oetion of this guidance did not have a materigdaect on KKR’s financial statements for
the three months ended March 31, 2014.

Amendments to Investment Company Scope, Measurepaerd Disclosure:

In June 2013, the FASB issued ASU 2013-08, Findisgavices—Investment Companies Topic 946 (“ASU308”) which amends the
scope, measurement, and disclosure requiremenitsviEstment companies. ASU 2013-08 (i) amends titeria for an entity to qualify as an
investment company, (ii) requires an investmentmamy to measure noncontrolling ownership interestgéher investment companies at fair
value rather than using the equity method of acttognand (iii) introduces new disclosures. Thisdgunce was effective as of January 1, 2014
The adoption of this guidance did not have a maitaripact on KKR’s financial statements for theelnmonths ended March 31, 2014.
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3. NET GAINS (LOSSES) FROM INVESTMENT ACTIVITIES

Net Gains (Losses) from Investment Activities ie tondensed consolidated statements of operatiorssst primarily of the realized al
unrealized gains and losses on investments (inodufdireign exchange gains and losses attributalfieréign denominated investments and
related activities) and other financial instrumemtsluding those for which the fair value optioashbeen elected. Unrealized gains or losses
result from changes in the fair value of these stweents and other financial instruments duringreodeUpon disposition of an investment or
financial instrument, previously recognized unraadi gains or losses are reversed and an offsefialiged gain or loss is recognized in the
current period.

The following table summarizes total Net Gains @ax from Investment Activities for the three menéimded March 31, 2014 and 2C
respectively:

Three Months Ended
March 31, 2014

Three Months Ended
March 31, 2013

Net Realized Net Unrealized Net Realized Net Unrealized
Gains (Losses Gains (Losses Gains (Losses Gains (Losses
Private Equity (a $ 635,06¢ $ 1,045,45' $ 891,92° $ 1,015,80!
Credit and Other (e 157,38¢ 130,88t 92,63: 19,04«
Investments of Consolidated CLOs (22%) 16,45( — —
Real Assets (e 2,65¢ (10,359 — 35,73t
Equity Method (a 2,391 3,95¢ 4,91¢ 22,61(
Foreign Exchange Forward Contracts (8,459 8,64¢ 15,74: 206,87:
Foreign Currency Options (| 15 637 5,60¢
Securities Sold Short (I (16,019 23,98¢ (23,277 (20,777
Other Derivative! (18,009 5,161 (13,51 4,06¢
Foreign Exchange Gains (Losses) (4,197 (3,287 (2,186) 4,61(
Total Net Gains (Losses) from Investment Activitie: $ 750,620 $ 122155 % 966,24t $ 1,303,57
€) See Note 4 “Investments.”
(b) See Note 7 “Other Assets and AccountgabBle, Accrued Expenses and Other Liabilities.”
(c) Foreign Exchange Gains (Losses) iredufdreign exchange gains (losses) on debt oldigsiticash and cash

equivalents, and cash and cash equivalents helmhablidated entities.
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4. INVESTMENTS

Investments consist of the following:

Fair Value Cost

March 31, 2014 December 31, 201 March 31, 2014 December 31, 201

Private Equity $ 38,236,97 $ 36,875,69 $ 27,507,677 $ 27,191,84
Credit 5,427,70. 5,023,25: 5,253,91! 4,841,91.
Investments of Consolidated CLt¢ 1,210,96! — 1,205,89! —
Real Asset: 3,837,45 3,353,60! 5,862,11 5,367,91.
Equity Method 530, 79( 546,42 306,91 310,70¢
Other 2,189,56! 1,584,72. 1,951,81; 1,485,41
Total Investments $ 51,433,45 $ 47,383,69 $ 42.088,32 $ 39,197,80

As of March 31, 2014 and December 31, 2013, investswhich represented greater than 5% of tota&stments consisted of Alliance
Boots GmbH of $4.8 billion and $4.6 billion, respeely. In addition, as of March 31, 2014 and Debem31, 2013, investments totaling $4.6
billion and $3.3 billion, respectively, were pledgas direct collateral against various financimgagements. See Note 9 “Debt Obligations.”

The following table represents private equity inmeants by industry as of March 31, 2014 and Decer@be2013, respectively:

Fair Value

March 31, 2014 December 31, 201.
Health Care $ 8,955,651 $ 8,480,93:
Technology 5,112,40: 5,192,48!
Retail 4,976,17! 4,582,841
Manufacturing 4,300,83. 4,459,22
Consumer Produc 3,958,66! 3,795,85!
Financial Service 3,941,43; 3,714,65
Other 6,991,82: 6,649,69i

$ 38,236,97 $ 36,875,69

In the table above, other investments represewateriequity investments in the following industrieducation, Forestry, Media,
Services, Telecommunications, Transportation, Hotédure and Recycling. None of these industrigsagents more than 10% of total private
equity investments as of March 31, 2014.
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The majority of the securities underlying privatpigy investments represent equity securities. Aglarch 31, 2014 and December 31,
2013, the fair value of investments that were othan equity securities amounted to $539.7 milakod $548.5 million, respectively.

5. FAIR VALUE MEASUREMENTS

The following tables summarize the valuation of KKRssets and liabilities reported at fair valughwy fair value hierarchy levels
described in Note 2 “Summary of Significant AccangtPolicies” as of March 31, 2014 and December2®13 including those investments,
other financial instruments and debt obligationsaisolidated CLOs for which the fair value opttas been elected. Equity Method
Investments have been excluded from the tablesbelo

Assets, at fair value:

March 31, 2014

Quoted Prices in

Active Markets for Significant Other Significant
Identical Assets Observable Inputs Unobservable Inputs
(Level ) (Level 1) (Level lII) Total
Private Equity $ 6,820,92! $ 539,72. $ 30,876,32 $ 38,236,97
Credit — 3,110,33 2,317,361 5,427,70.
Investments of Consolidated CL! — 1,210,96! — 1,210,96!
Real Asset: 56,52¢ — 3,780,922 3,837,45
Other 982,30¢ 428,61: 778,63¢ 2,189,561
Total 7,859,76. 5,289,63 37,753,26 50,902,66
Foreign Exchange Forward Contra — 96,95¢ — 96,95¢
Foreign Currency Optior — 4,37¢ — 4,37¢
Other Derivative: — 8,32¢ 8,32¢
Total Assets $ 7,859,76. $ 5,399,29 $ 37,753,26 $ 51,012,32
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Private Equity
Credit
Investments of Consolidated CL!
Real Asset:
Other
Total

Foreign Exchange Forward Contra
Foreign Currency Optior
Other Derivative:

Total Assets

Liabilities, at fair value:

Securities Sold Sho

Foreign Currency Optior

Foreign Exchange Forward Contra
Unfunded Revolver Commitmer
Debt Obligations of Consolidated CL(¢
Other Derivative:

Total Liabilities

December 31, 201

Quoted Prices in

Active Markets for Significant Other Significant
Identical Assets Observable Inputs Unobservable Inputs
(Level 1) (Level 1) (Level lII) Total
$ 7,244,64. $ 548,54 $ 29,082,50 $ 36,875,69
— 3,078,78 1,944,46. 5,023,25:
52,93 — 3,300,67 3,353,60!
943,97t 292,26. 348,48t 1,584,72.
8,241 ,55I 3,919,591 34,676,12 46,837,27
— 85,75( — 85,75(
— 3,34( — 3,34(
— 5,08( — 5,08(
$ 8,241,551 $ 4,013,761 $ 34,676,12 $ 46,931,44
March 31, 2014
Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
(Level ) (Level 1) (Level lI) Total
$ 939,37¢ $ 57,06i $ — $ 996,43¢
— 4,98¢ — 4,98¢
— 412,75: — 412,75:
— 1,58 — 1,58
— — 1,152,79 1,152,79
— 18,29¢ — 18,29¢
$ 939,37¢ $ 494,68¢ $ 1,152,790 $ 2,586,85!
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December 31, 201

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
(Level 1) (Level 1) (Level lII) Total
Securities Sold Sho $ 624,65: $ 51,49: $ — 3 676,14
Foreign Currency Optior — 4,591 — 4,591
Foreign Exchange Forward Contra — 410,19: — 410,19:
Unfunded Revolver Commitmer — 1,90z — 1,90z
Debt Obligations of Consolidated CL¢ — — — —
Other Derivative: — 14,17 — 14,17"
Total Liabilities $ 624,65. $ 482,35. $ — 3 1,107,00:

The following tables summarize changes in assatdiahilities reported at fair value for which Ldv# inputs have been used to determine
fair value for the three months ended March 314281d 2013, respectively:

For the Three Months Ended March 31, 201«

Level Il Assets Level Ill Liabilities
Private Total Level llI Debt Obligations of
Equity Credit Real Assets Other Investments Consolidated CLOs
Balance, Beginning of Peric $ 2908250 $ 194446, $ 3,300,67 $ 348,48t $ 34,676,12 $ —
Acquisition — — — — — 1,150,55
Transfers In (1 — — — — — —
Transfers Out (2 (1,258,58) — — — (1,258,58) —
Purchase 2,122,43 453,20! 496,21 406,46" 3,478,322 —
Sales (24,13) (134,16¢) (4,669 (19,207 (182,17 —
Settlement: — 15,72( — — 15,72( —
Net Realized Gains (Losse (695,31%) 28,73¢ 2,65¢ 17¢€ (663,75 —
Net Unrealized Gains (Losse 1,649,41. 9,40¢ (13,957) 42,71¢ 1,687,59 2,23¢
Balance, End of Peric $ 30,876,32 $ 2,317,361 $ 3,780,920 $ 778,63 $ 37,75326 $ 1,152,79
Changes in Net Unrealized Gains (Losses) Includ
Net Gains (Losses) from Investment Activities
(including foreign exchange gains and losses
attributable to foreign-denominated investments) i .
related to Investments still held at Reporting L~ $___ 954,100 § 38,03 $ (13,95) $ 43,66! $ 102184 $ 2,23¢
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Three Months Ended March 31, 201:

Level Il Assets Level Il Liabilities
Private Total Level Il Debt Obligations of
Equity Credit Real Assets Other Investments Consolidated CLOs
Balance, Beginning of Peric $ 2573440 $ 1587,04 $ 177568 $ 239,23( $ 29,336,35 $ —
Transfers In (1 — 8,93¢ — — 8,93¢ —
Transfers Out (2 — (78,22 — (19,26¢) (97,49)) —
Purchase 335,11: 131,81¢ 184,47 6,827 658,23: —
Sales — (203,73) — (17,057 (220,78) —
Settlement: — 27,94* — — 27,94¢ —
Net Realized Gains (Losse — 5,36¢ — 6,94¢ 12,31 —
Net Unrealized Gains (Losse 603,74« (35,667) 35,81( 11,94¢ 615,83¢ —
Balance, End of Peric $ 2667325 $ 144349 $ 19997 $ 228,63. $ 30,34135 $ =
Changes in Net Unrealized Gains (Losses) Includ
Net Gains (Losses) from Investment Activities
(including foreign exchange gains and losses
attributable to foreign-denominated investment )
related to Investments still held at Reporting L ~ $__ 603,74 § (26,66) $ 3581 $ 11,94¢ $ 624,83¢ $ =
Q) The Transfers In noted in the tables above forithedestments are principally attributable to eértinvestments that experienced an insignificanel

of market activity during the period and thus weatied in the absence of observable inputs.

2) The Transfers Out noted in the tables above foageiequity investments are attributable to padfobmpanies that are now valued using their pliyblic
traded market price. The Transfers Out noted abmveredit and other investments are principaltyilaatable to certain investments that experieraced
higher level of market activity during the periatbahus were valued using observable inputs.

Total realized and unrealized gains and lossesdeddor Level Il investments are reported in Ketins (Losses) from Investment
Activities in the accompanying condensed consatidatatements of operations. There was one tralpsfaeen Level | and Level Il for prive
equity investments during the three months endetivial, 2014 attributable to a portfolio compangttis now valued using its publicly
traded market price. There were no transfers betwegel | and Level Il during the three months ehdéarch 31, 2013.
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The following table presents additional informatetrout valuation methodologies and significant weobable inputs used for

investments that are measured at fair value aredjoazed within Level lll as of March 31, 2014:

Private Equity Investments

Healthcare

Technology

Retail

Consumer Product:

Financial Services

Other

Real Assets

Energy/Infrastructure

Real Estate

Credit Investments

Impact to Valuation

Fair Value Valuation Weighted from an
March 31, 2014 Methodologies Unobservable Input(s) (1) Average (2) Range Increase in Input (3)
$ 30,876,32
$ 7,304,19 Inputs to both market comparal Illiquidity Discount 7% 5% - 15% Decreast
and discounted cash flc Weight Ascribed to Market Comparab 50% 50%- 50% (@)
Weight Ascribed to Discounted Cash Fl 50% 50%- 50% 5)
Market comparable Enterprise Value/LTM EBITDA Multiple 11x 10x- 14x Increase
Enterprise Value/Forward EBITDA Multipl 10x 10x- 12x Increase
Discounted cash floy Weighted Average Cost of Capi 10% 9%- 13% Decreast
Enterprise Value/LTM EBITDA Exit Multiple 11x 9x - 12x Increase
$ 4,170,65. Inputs to both market comparal llliquidity Discount 11% 5% - 20% Decreast
and discounted cash flc Weight Ascribed to Market Comparab 50% 50%- 50% (@)
Weight Ascribed to Discounted Cash FI 50% 50%- 50% 5)
Market comparable Enterprise Value/LTM EBITDA Multiple 12x 5x - 14x Increase
Enterprise Value/Forward EBITDA Multip! 11x 6x - 13x Increase
Discounted cash floy Weighted Average Cost of Capi 11% 9% - 14% Decreast
Enterprise Value/LTM EBITDA Exit Multiple 9X 6x - 11x Increase
$ 3,982,08 Inputs to both market comparal llliquidity Discount 8% 5% - 20% Decreast
and discounted cash flc Weight Ascribed to Market Comparab 50% 0% - 50% 4)
Weight Ascribed to Discounted Cash Fl 50% 50%-100% 5)
Market comparable Enterprise Value/LTM EBITDA Multiple 12x 8x - 13x(6) Increase
Enterprise Value/Forward EBITDA Multipl 10x 7x - 11x(6) Increase
Discounted cash flo\ Weighted Average Cost of Capi 11% 9% - 23% Decreast
Enterprise Value/LTM EBITDA Exit Multiple 8x 6x - 9x Increase
$ 3,888,26! Inputs to both market comparal Illiquidity Discount 11% 10%- 15% Decreast
and discounted cash flc Weight Ascribed to Market Comparab 49% 0% - 50% (@)
Weight Ascribed to Discounted Cash Fl 51% 50%- 100% 5)
Market comparable Enterprise Value/LTM EBITDA Multiple 13x 8x - 18x Increase
Enterprise Value/Forward EBITDA Multipl 12x 8x - 16x Increase
Discounted cash floy Weighted Average Cost of Capi 13% 10%- 26% Decreast
Enterprise Value/LTM EBITDA Exit Multiple 9x 6x - 12X Increase
$ 3,378,39' Inputs to both market comparal llliquidity Discount 10% 10%- 15% Decreast
and discounted cash flc Weight Ascribed to Market Comparab 53% 50%- 100% @)
Weight Ascribed to Discounted Cash FI 47% 0% - 50% 5)
Market comparable Enterprise Value/LTM EBITDA Multiple 12x 11x- 13x Increase
Enterprise Value/Forward EBITDA Multip! 11x 10x- 11x Increase
Discounted cash flo\ Weighted Average Cost of Capi 10% 9% - 10% Decreast
Enterprise Value/LTM EBITDA Exit Multiple 10x 10x- 11x Increase
$ 8,152,73 Inputs to both market comparal llliquidity Discount 11% 10%-20% Decreast
and discounted cash flc Weight Ascribed to Market Comparab 47% 0%- 67% 4)
Weight Ascribed to Discounted Cash Fl 53% 33%- 100% 5)
Market comparable Enterprise Value/LTM EBITDA Multiple 11x 6x - 17x Increase
Enterprise Value/Forward EBITDA Multipl 10x 6x - 14X Increase
Control Premiun 3% 0% - 20%(7) Increase
Discounted cash flo\ Weighted Average Cost of Capi 12% 9%- 21% Decreast
Enterprise Value/LTM EBITDA Exit Multiple 10x 5x - 12x Increase
$ 3,780,92:
$ 2,945,62: Discounted cash flo\ Weighted Average Cost of Capi 11% 6% - 19% Decreast
Enterprise Value/LTM EBITDA Exit Multiple 8x 7x - 10x Increase
$ 835,30! Inputs to direct income capitalizatit Weight Ascribed to Direct Income Capitalizati 15% 0%- 100% 9)
and discounted cash flc Weight Ascribed to Discounted Cash Fl 85% 0%- 100% 5)
Direct Income Capitalizatio Current Capitalization Ra 7% 6%- 9% Decreast
Discounted cash flo\ Unlevered Discount Rar 11% 9% - 24% Decreast
$ 2,317,36/(8)Yield Analysis Yield 10% 5%- 19% Decreast
Net Leverage 5x 2x - 15x Decreast
EBITDA Multiple 9X 5x - 14x Increase

In the table above, Other Investments, within gevequity investments, represents the followingustdes: Education,
Forestry, Media, Services, Telecommunications, 3partation, Hotels/Leisure, Manufacturing and Réogc None of these
industries represents more than 10% of total LBVgkivate equity investments as of March 31, 2014

(6]

In determining certain of thésputs, management evaluates a variety of faitetading economic conditions, industry and madetelopments, market valuations of comparable compand
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means Last Twelve Months and EBITDA means EarnBefsre Interest Taxes Depreciation and Amortization
) Inputs were weighted basedhenfair value of the investments included in thegea

3) Unless otherwise noted, thiliom represents the directional change in thevigine of the Level IIl investments that would ré$tdm an increase to the corresponding unobseeviaplut. A decrease
to the unobservable input would have the opposiéete Significant increases and decreases in timgags in isolation could result in significantiygher or lower fair value measurements.

4) The directional change fromirmerease in the weight ascribed to the market coafg@s approach would increase the fair value @L#ivel Ill investments if the market comparablppraach results in
a higher valuation than the discounted cash flopragch. The opposite would be true if the marketarables approach results in a lower valuation the discounted cash flow approach.

(5) The directional change fromirmerease in the weight ascribed to the discounssth ow approach would increase the fair valuthefLevel Ill investments if the discounted casiwflapproach results
in a higher valuation than the market comparahpgsaach. The opposite would be true if the discedmiash flow approach results in a lower valuatiam the market comparables approach.

(6) Ranges shown exclude inputatired to a single portfolio company that was deteed to lack comparability with other investmemKiKR'’s private equity portfolio. This portfolio capany had a fair
value representing less than 0.5% of the totaMaline of Private Equity Investments and had aripnise Value/LTM EBITDA Multiple and Enterprise Ma/Forward EBITDA Multiple of 22.5x and
18.7x, respectively. The exclusion of this investirdoes not impact the weighted average.

@) Level IIl private equity invesents whose valuations include a control premiymnegent less than 5% of total Level Il private igginvestments. The valuations for the remainimgeistments do not
include a control premium.

(8) Amounts include $25.9 milliohiovestments that were valued using dealer qumtélird party valuation firms.

9) The directional change fromirserease in the weight ascribed to the direct inecapitalization approach would increase the falne of the Level Ill investments if the direct@mee capitalization

approach results in a higher valuation than theadisted cash flow approach. The opposite wouldueeif the direct income capitalization approacsutts in a lower valuation than the discounted cash
flow approach.

In the table above, certain private equity investtaenay be valued at cost for a period of timerafteacquisition as the best indicator of
fair value. In addition, certain valuations of @ig equity investments may be entirely or partid#yived by reference to observable valuation
measures for a pending or consummated transaction.

The table above excludes Other Investments in@uat of $778.6 million comprised primarily of paitely-held equity and equity-like
securities (e.g. warrants) in companies that aithereprivate equity, real assets nor credit inmestts. These investments were valued using
Level 1l valuation methodologies that are genegréille same as those shown for private equity imvests. In addition, the table above also
excludes CLO Debt Obligations in the amount of $iiltbon that were valued using dealer quotes.

The various unobservable inputs used to deterrhimé&ével Ill valuations may have similar or divergiimpacts on valuation. Signific:
increases and decreases in these inputs in isokatid interrelationships between those inputs caaddlt in significantly higher or lower fair
value measurements as noted in the table above.

6. NET INCOME (LOSS) ATTRIBUTABLE TO KKR & CO. L.P. PER COMMON UNIT

For the three months ended March 31, 2014 and 2ik3; and diluted Net Income (Loss) attributabl&KR & Co. L.P. per common
unit were calculated as follows:
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Three Months Ended

March 31, 2014 March 31, 2013

Net Income (Loss) Attributable to KKR & Co. L.P. $ 210,04: $ 193,43¢
Basic Net Income (Loss) Per Common Un

Weighted Average Common Units Outstanc- Basic 293,490,46 257,044,18

Net Income (Loss) Attributable to KKR & Co. L.P. Pee Common Unit - Basic $ 072 $ 0.7¢
Diluted Net Income (Loss) Per Common Unit (a

Weighted Average Common Units Outstanc- Basic 293,490,46 257,044,18

Weighted Average Unvested Common Ui 29,379,50 24,998,33

Weighted Average Exchangeable Equity Secur 2,234,25! —

Weighted Average Common Units Outstanc- Diluted 325,104,22 282,042,52

Net Income (Loss) Attributable to KKR & Co. L.P. Per Common Unit - Diluted $ 0.6t $ 0.6¢

(a) Diluted Net Income (Loss) attributable to KKR@Go. L.P. per common unit includes unvested ecuitgirds that have been granted
under the Equity Incentive Plan as well as exchablgeequity securities issued in connection withdbquisition of Avoca. Vesting or
exchanges of these equity interests dilute KKRIKKER Holdings pro rata in accordance with their resive ownership interests in the KKR
Group Partnerships.

For the three months ended March 31, 2014 and 20KR, Holdings units have been excluded from thewlaltion of diluted Net Income
(Loss) attributable to KKR & Co. L.P. per commoritigince the exchange of these units would propoally increase KKR & Co. L.P.’s
interests in the KKR Group Partnerships and woualdehan anti-dilutive effect on earnings per commoit as a result of certain tax benefits
KKR & Co. L.P. is assumed to receive upon the ergea

Three Months Ended
March 31, 2014 March 31, 2013

Weighted Average KKR Holdings Units Outstand 399,474,99 429,187,36
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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
2014 2013
Due from Broker (a $ 812,47¢ $ 720,24!
Interest, Dividend and Notes Receivable 361,44( 380,09¢
Unsettled Investment Sales 273,34: 85,09
Oil & Gas Assets, ne 238,80! 187,44
Intangible Assets, net (i 237,50: 177,54
Deferred Tax Assets, n 188,07: 165,69¢
Foreign Exchange Forward Contracts 96,95¢ 85,75(
Goodwill (d) 89,00( 89,00(
Fixed Assets, net ( 80,20¢ 80,56¢
Receivable: 41,52¢ 19,45
Deferred Financing Cos 20,96 22,77:
Prepaid Expense 11,601 9,84¢
Prepaid Taxe 11,18¢ 26,901
Foreign Currency Options (c 4,37¢ 3,34(
Other 33,01¢ 40,86

$ 2,500,48¢ $ 2,094,63!

@ Represents amounts held at clearing brokers regudtiom securities transactions.

(b) Represents interest and dividend receivable anaipsory notes due from third parties. The promigsmtes bear
interest at rates ranging from 1.5% - 3.0% per enand mature between 2015 and 2016.

(c) Represents amounts due from third parties for imvests sold for which cash settlement has not eedur
(d) See Note 15 “Goodwill and Intangible Assets.”

(e) Represents derivative financial instruments usaddoage foreign exchange risk arising from ceffiaieign
denominated investments. Such instruments are mezhatifair value with changes in fair value reearih Net Gains
(Losses) from Investment Activities in the accompag condensed consolidated statements of opestiee Note 3
“Net Gains (Losses) from Investment Activities” ftie net changes in fair value associated withetiestruments.

® Net of accumulated depreciation and amortizatio$1df2,622 and $100,724 as of March 31, 2014 anéiDber 31,
2013, respectively. Depreciation and amortizatipesse totaled $4,047 and $3,697 for the three msamided March 3
2014 and 2013, respectively.

(9) Represents derivative financial instruments usaddnage foreign exchange risk arising from ceffi@ieign
denominated investments. The instruments are me@dstifair value with changes in fair value recdrideNet Gains
(Losses) from Investment Activities in the accompag condensed consolidated statements of opesatiee Note 3
“Net Gains (Losses) from Investment Activities” ftie net changes in fair value associated withetiestruments. The
cost bases for these instruments at March 31, a6d4December 31, 2013 was $2,332.
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Accounts Payable, Accrued Expenses and Other [tiabitonsist of the following:

March 31, December 31
2014 2013
Amounts Payable to Carry Pool | $ 1,11591° $ 1,062,64.
Securities Sold Short (k 996,43¢ 676,14«
Unsettled Investment Purchases 467,61 260,16
Foreign Exchange Forward Contracts 412,75¢ 410,19:
Contingent Consideration Obligation 1 134,30( 122,80(
Accounts Payable and Accrued Exper 121,21¢ 165,09:.
Accrued Compensation and Bene 87,39¢ 21,53
Due to Broker (f] 65,72: 28,66
Deferred Rent and Incon 39,95¢ 28,02¢
Interest Payabl 19,957 23,70(
Taxes Payabl 10,17¢ 5,74
Foreign Currency Options (c 4,98¢ 4,591
Redemptions Payab 1,152 13,61¢
Other Liabilities 24,49! 17,01:

$ 3,502,08: $ 2,839,92

(a) Represents the amount of carried interest payat&R’s principals, professionals and other indivads with respect to
KKR'’s active funds and co-investment vehicles tralvide for carried interest.

(b) Represents the obligations of KKR to deliver a ftsecurity at a future point in time. Such sétes are measured at
fair value with changes in fair value recorded iet ibains (Losses) from Investment Activities in #fteompanying
condensed consolidated statements of operatioed\N8e 3 “Net Gains (Losses) from Investment Atiteg” for the net
changes in fair value associated with these insgtnisa The cost bases for these instruments at Marck014 and
December 31, 2013 were $994,310 and $650,026,ctxaply.

(c) Represents amounts owed to third parties for imvest purchases for which cash settlement has moiried.

(d) Represents derivative financial instruments usaddnage foreign exchange risk arising from ceffiaieign
denominated investments. Such instruments are mexhatifair value with changes in fair value reearih Net Gains
(Losses) from Investment Activities in the accompag condensed consolidated statements of opestiee Note 3
“Net Gains (Losses) from Investment Activities” ftve net changes in fair value associated withetiestruments.

(e) Represents the fair value of the contingent comatam related to the acquisition of Prisma whicisvderived using
Level Il inputs. This amount was determined basedhe present value of a range of undiscounteld ftass of $0 to
$155.0 million in each of 2014 and 2017 that coed, among other things probability, risk-weigbtiand other
adjustments that KKR has determined to be applkcabl

® Represents amounts owed for securities transadtidised at clearing brokers.

(9) Represents derivative financial instruments usaddnage foreign exchange risk arising from ceff@ieign
denominated investments. The instruments are me@dsfair value with changes in fair value recdrireNet Gains
(Losses) from Investment Activities in the accompag condensed consolidated statements of opestiee Note 3
“Net Gains (Losses) from Investment Activities” ftie net changes in fair value associated withetiestruments. The
cost bases for these instruments at March 31, a@@4ecember 31, 2013 was $0.
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8. VARIABLE INTEREST ENTITIES
Consolidated VIEs

KKR consolidates certain VIEs in which it is detémed that KKR is the primary beneficiary. As a feésdi the acquisition of
Avoca, KKR was determined to be the primary ben@ficof three CLO vehicles, which are deemed t&/lies. In developing its
conclusion that it is the primary beneficiary oéttnree CLO vehicles, KKR determined that it hasertban an insignificant variable
interest in these CLO vehicles by virtue of itsdaal interest in the CLO vehicles and, in certzases, the presence of an incentive
collateral management fee. These two variableastsrexpose KKR to a more than insignificant amaofitthe CLO vehicles’ variability
relative to its anticipated economic performanaoeaddition, in KKR’s role as collateral managettof three CLO vehicles, KKR has the
power to direct the activities that most signifitgrimpact the economic performance of the entitieach case, KKR’s variable interests
represent an obligation to absorb losses of agl# tb receive benefits from the entity that copddentially be significant to the entity. In
consideration of these factors, KKR concluded ithags the primary beneficiary of these three Clebigles for consolidation accounting
purposes. The primary purpose of the CLO vehidds provide investment opportunities with the ohije of generating current income
for CLO investors in exchange for management arid@Entive based fees. The investment strategifseoCLO vehicles are similar and
the fundamental risks of the CLO vehicles have Isinuharacteristics, which include loss of investagdital and loss of management fees
and/or incentive based fees. KKR does not provatéopmance guarantees and has no other finandiglation to provide funding to the
consolidated CLO vehicles.

Non-consolidated VIEs

KKR holds variable interests in certain VIEs whate not consolidated as it is determined that KKRdt the primary
beneficiary. VIEs that are not consolidated incl@@eertain investment funds sponsored by KKR wehtbie equity at risk to KKR is not
considered substantive and (i) certain CLO vebkigidere KKR does not hold a variable interest ¢éixpbses KKR to a more than
insignificant amount of the CLO vehicle’s variabjli

Investments in Unconsolidated Investment Funds

KKR'’s investment strategies differ by investmemduhowever, the fundamental risks have similarattaristics, including loss
of invested capital and loss of management feesarréed interests. Accordingly disaggregation &fs involvement by type of
unconsolidated investment fund would not provideengseful information. For these unconsolidateeg#tment funds in which KKR is
the sponsor, KKR may have an obligation as gemeamdher to provide commitments to such investmend$. KKR has not provided any
financial support other than its obligated amount.

Investments in Unconsolidated CLO Vehicles

KKR provides collateral management services fod, lasms made nominal investments in, certain CLOcledithat it does not
consolidate. KKR’s ownership interests in the ursmidated CLO vehicles, if any, are carried at f@ilue in the consolidated statements
of financial condition. KKR earns management féesluding subordinated management fees, for magathia collateral of the CLO
vehicles. At March 31, 2014, combined assets underagement in the pools of unconsolidated CLO Vehivere $3.9 billion. KKR’s
maximum exposure to loss as a result of its investmin the residual interests of unconsolidate@@khicles is the carrying value of
such investments, which was $5.5 million at MarthZ14. CLO investors in CLO vehicles have no vese against KKR for any losses
sustained in the CLO structures.

As of March 31, 2014 and December 31, 2013, theiimam exposure to loss, before allocations to thieyqaool, if any, for
those VIEs in which KKR is determined not to be piienary beneficiary but in which it has a variabieerest is as follows:

March 31, December 31
2014 2013
Investments $ 227,51¢ $ 209,52!
Due from Affiliates, ne 10,23: 5,10¢
Maximum Exposure to Los $ 237,75. $ 214,63
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9. DEBT OBLIGATIONS

KKR borrows and enters into credit agreements asdids debt for its general operating and investmanpioses and certain of its
investment funds borrow to meet financing needbeif operating and investing activities. Investirfamancing facilities have been establis
for the benefit of selected KKR investment funasaddition, consolidated CLO vehicles issue debtistes to third party investors which are
collateralized by investments held by the CLO vighigvhen a KKR investment fund borrows from thdlfacin which it participates, the
proceeds from the borrowings are strictly limited its intended use by the borrowing investmentf{KR'’s obligations with respect to these
financing arrangements are generally limited to KiKpro-rata equity interest in such funds. KKR’srmagement companies bear no obligatior
with respect to financing arrangements at KKR’ssmidated funds. Debt securities issued by CLOalehiare supported solely by the
investments held at the CLO vehicles and are nitdtecalized by assets of any other KKR entity.ofdlarch 31, 2014 and December 31,
2013, KKR'’s borrowings consisted of the following:

March 31, 2014 December 31, 201
Available Carrying Value Fair Value Available Carrying Value Fair Value

2020 Senior Notes (i $ — 3 498,64¢( $ 579,00((c)$ — 3 498,59¢ $ 560,93((c)
2043 Senior Notes (1 — 494,50:. 524,00((c) — 494 ,45: 468,20((c)
Revolving Credit Facilitie: 1,250,001 — — 1,250,00! — —
Investment Financing Facilities ( 323,60( 1,095,81 1,095,81(e) 531,23: 915,55¢ 915,55((e)
Debt Obligations of Consolidated

CLOs (f) — 1,152,79 1,152,79I — — —

$ 1573600 $ 324175 $ 3,351,60. $ 1,781,23 $ 1,908,600 $ 1,944,68

(&) $500 million aggregate principal amount of 6.3758hier notes due 2020.

(b) $500 million aggregate principal amount of 5.5008kisr notes due 2043.

(c) Fair value is determined by third party broker gsctind these notes are classified as Level Il nitie fair value hierarchy.

(d) Certain of KKR’s investment funds have entered financing arrangements with major financial ingtiins, generally in connection
with specific investments with the objective of anhing returns or to provide liquidity to such istraent funds. The weighted
average interest rate is 3.00% and 3.09% as ofiMatc2014 and December 31, 2013, respectivelye Wéighted average years to
maturity is 2.3 years as of March 31, 2014 and bdwer 31, 2013.

(e) Carrying amounts approximate fair value given theestment financing facilities’ interest rates eagiable.

() Represents borrowings due to the holders of debirties issued by CLO vehicles consolidated by KRl are carried at fair valu
These debt obligations are classified as Levelitihin the fair value hierarchy. See Note 5 “Pé#lue Measurements.”
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As of March 31, 2014, debt obligations of consakdiaCLOs consisted of the following:

March 31, 2014

Weighted Weighted Average
Borrowing Average Remaining
Outstanding Interest Rate Maturity in Years
Senior Secured Nott $ 1,088,37 1.7% 10.:
Subordinated Note 64,41« (@ 10.t

$ 1,152,79

(a) The subordinated notes do not have contractuaisiteates but instead receive distributions frbenexcess cash flows of the
consolidated CLO vehicles.

Debt obligations of consolidated CLOs are colldieed by assets held by each respective CLO vehiuteassets of one CLO vehicle may
not be used to satisfy the liabilities of anottfes.of March 31, 2014, the fair value of the cordaled CLO assets was $1.4 billion. This
collateral consisted of Cash and Cash Equivalentd Bt Consolidated Entities, Investments, and QAssets.
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10. INCOME TAXES

The consolidated entities of KKR are generallytedaas partnerships or disregarded entities for &h8 nond.S. tax purposes. Howev
certain consolidated subsidiaries are treated gmcations for U.S. and non-U.S tax purposes aadharefore subject to U.S. federal, state
and/or local income taxes and/or non- U.S. taxélseaentitylevel. In addition, certain consolidated entitidsioh are treated as partnerships
U.S. tax purposes are subject to the New York Oitincorporated Business Tax or other local taxes.

The effective tax rate was 1.07% and 0.44% fothihee months ended March 31, 2014 and 2013, reégplyctThe effective tax rate
differs from the statutory rate for the three menginded March 31, 2014 and 2013, primarily dudédellowing: (i) a substantial portion of
the reported net income (loss) before taxes iatiobutable to KKR but rather is attributable wnontrolling interests held in KKR’s
consolidated entities, by third parties or by KKRItHngs, (ii) a significant portion of the amourittbe reported net income (loss) before taxes
attributable to KKR is from certain subsidiarieattare not subject to U.S. federal, state or log@me taxes and/or non- U.S. taxes, and
(iii) certain compensation charges attributabl&KdR are not deductible for tax purposes.

During the three month period ended March 31, 2€1ete were no material changes to KKR’s uncettirpositions and KKR believes
there will be no significant increase or decreasthé uncertain tax positions within 12 monthshef teporting date.
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11. EQUITY BASED COMPENSATION

The following table summarizes the expense assmtiaith equity based compensation for the threethsoended March 31, 2014 and
2013, respectively.

Three Months Ended

March 31,
2014 2013
KKR Holdings Principal Awards $ 10,22 $ 32,83’
KKR Holdings Restricted Equity Uni 11C 1,46:
Equity Incentive Plan Unit 39,35: 27,41¢
Other Exchangeable Securit 3,02¢ —
Discretionary Compensation 24,81¢ 19,93:
Total $ 77,528 % 81,65(

KKR Holdings Equity Award—Principal Awards

KKR principals and certain non-employee consultamid service providers received grants of KKR Haddi units (“Principal Awards”)
which are exchangeable for KKR Group PartnershifidJimhese units are generally subject to minimatained ownership requirements and
in certain cases, transfer restrictions, and affmvwtheir exchange into common units of KKR & CoPL on a one-for-one basis. As of
March 31, 2014, KKR Holdings owned approximately/36, or 393,357,457, of the outstanding KKR Groaptfership Units.

Except for any Principal Awards that vested ondhate of grant, Principal Awards are subject toiserbased vesting, generally over a
three to five year period from the date of gramte Transfer restriction period will generally l&st a minimum of (i) one year with respect to
one-half of the interests vesting on any vesting dad (ii) two years with respect to the other-bal of the interests vesting on such vesting
date. While providing services to KKR, these indivals may also be subject to minimum retained oshigrules requiring them to
continuously hold 25% of their vested interestsoldpeparation from KKR, certain individuals will bebject to the terms of a non-compete
agreement that may require the forfeiture of cen@isted and unvested units should the terms afdhecompete agreement be violated.
Holders of KKR Group Partnership Units held throlftR Holdings are not entitled to participate istdibutions made on KKR Group
Partnership Units until such units are vested.

Because KKR Holdings is a partnership, all of tB8,357,457 KKR Holdings units have been legallpedkted, but the allocation of
32,975,470 of these units has not been communit¢atedch respective principal. The units that haatebeen communicated are subject to
performance based vesting conditions, which incluaditability and other similar criteria. Thesdteria are not sufficiently specific to
constitute performance conditions for accountingppaes, and the achievement, or lack thereof bsilletermined based upon the exercise of
judgment by the general partner of KKR Holdingsclieprincipal will ultimately receive between zemdal 00% of the units initially allocate
The allocation of these units has not yet been conicated to the award recipients as this was managgs decision on how to best
incentivize its principals. It is anticipated tteatditional service-based vesting conditions wiliftnposed at the time the allocation is initially
communicated to the respective principals. KKR ggablhe guidance of Accounting Standards Code (“ASQ@8 and concluded that these
KKR Holdings units do not yet meet the criteria fecognition of compensation cost because neitteegtant date nor the service inception
date has occurred. In reaching a conclusion tleaséhvice inception date has not occurred, KKR idaned (a) the fact that the vesting
conditions are not sufficiently specific to constit performance conditions for accounting purpod®she significant judgment that can be
exercised by the general partner of KKR Holdingdétermining whether the vesting conditions arinately achieved, and (c) the absence of
communication to the principals of any informatiehated to the number of units they were initialipcated. The allocation of these units will
be communicated to the award recipients when thiermeance-based vesting conditions have been mdtcarrently there is no plan as to
when the communication will occur. The determinatis to whether the award recipients have satisffiegherformance-based vesting
conditions is made by the general partner of KKRdlihgs, and is based on multiple factors primardiated to the award recipientadividual
performance.

The fair value of Principal Awards is based ondlusing price of KKR & Co. L.P. common units on ti&te of grant. KKR
determined this to be the best evidence of fameas a KKR & Co. L.P. common unit is traded ireative market and has an observable
market price. Additionally, a KKR Holdings unitds instrument with terms and conditions similathose of a KKR & Co. L.P. common unit.
Specifically, units in both KKR Holdings and KKR &o. L.P. represent ownership interests in KKR GrBaptnership Units and, subject to
any vesting, minimum retained ownership requiremeamid transfer restrictions referenced above, K&t Holdings unit is exchangeable ir
a KKR Group Partnership Unit and then into a KKRC&. L.P. common unit on a one-for-one basis.
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Principal Awards give rise to equity-based paynatrarges in the condensed consolidated statemeansadtions based on the grant-
date fair value of the award. For units vestinglmngrant date, expense is recognized on the figt@nt based on the fair value of a
KKR & Co. L.P. common unit on the grant date mdiéig by the number of vested units. Equity-baseghpmnt expense on unvested units is
calculated based on the fair value of a KKR & Cd?.Lcommon unit at the time of grant, discountadHe lack of participation rights in the
expected distributions on unvested units whichemtly ranges from 8% to 57%, multiplied by the n@mbf unvested units on the grant date.
The grant date fair value of a KKR & Co. L.P. coomait reflects a discount for lack of distributiparticipation rights because equity awe
are not entitled to receive distributions while asted. The discount range was based on managerastitimtes of future distributions that
unvested equity awards will not be entitled to reedetween the grant date and the vesting datrefdre, units that vest in the earlier period:s
have a lower discount as compared to units thdtindater periods, which have a higher discouihie Tiscount range will generally increase
when the level of expected annual distributionsenses relative to the grant date fair value oK&I& Co. L.P. common unit. A decrease in
expected annual distributions relative to the gdateé fair value of a KKR & Co. L.P. common unitua generally have the opposite effect.

Principal Awards granted to certain nemployee consultants and service providers givetogeneral, administrative and other chargt
the condensed consolidated statements of operafonsinits vesting on the grant date, expensedsgnized on the date of grant based on th
fair value of a KKR & Co. L.P. common unit on theagt date multiplied by the number of vested uriisneral, administrative and other
expense recognized on unvested units is calcukssed on the fair value of a KKR & Co. L.P. comnumiit on each reporting date and
subsequently adjusted for the actual fair valuthefaward at each vesting date. Accordingly, thasueed value of these units will not be
finalized until each vesting date.

The calculation of equity-based payment expensegandral administrative and other expense on ueddatincipal Awards assumes
forfeiture rates of up to 6% annually based upgueeied turnover by class of principal, consultanservice provider.

As of March 31, 2014, there was approximately $38illon of estimated unrecognized equity-basednpayt and general administrative
and other expense related to unvested Principakdsvd hat cost is expected to be recognized aswell

Unrecognized

Expense (in
Year Millions)
Remainder of 201 28.t
2015 7.4
2016 1.9
2017 0.2
Total 38.C

A summary of the status of unvested Principal Awdrdm January 1, 2014 through March 31, 2014 és¢mted below:

Weighted

Average Grant

Units Date Fair Value
Balance, January 1, 2014 32,801,13 $ 7.1%
Grantec 98,06¢ 18.91
Vested — —
Forfeited (715,700 6.82
Balance, March 31, 2014 32,183,49 $ 7.17

The weighted average remaining vesting period etech unvested units are expected to vest is Carsye
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The following table summarizes the remaining vegtianches of Principal Awards:

Vesting Date Units
April 1, 2014 1,188,55!
October 1, 201. 25,893,66
April 1, 2015 1,194,60:
October 1, 201! 2,298,82!
April 1, 2016 97,95(
October 1, 2011 1,338,07
April 1, 2017 45,52;
October 1, 201 111,29:
April 1, 2018 15,00(
32,183,49

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 (“Holdings REU Awards”). Thgeants will be funded by KKR Holdings and will nditute KKR'’s interests in the KKR
Group Partnerships. The vesting of these Holdings Rwards occur in installments, generally ovehieé to five year period from the date of
grant. Holdings REU Awards are measured and rezedron a basis similar to Principal Awards exclkat the fair value of a KKR & Co. L.
common unit at the time of grant is not discourftedhe lack of distribution participation rightsee unvested units are generally entitled to
distributions. The calculation assumes a forfeitate of up to 6% annually based upon expecteduamby class of professionals, support
staff, and other personnel.

As of March 31, 2014, there was approximately $0ion of estimated unrecognized expense relateshvested awards. That cost is
expected to be recognized as follows:

Unrecognized

Expense (in
Year Millions)
Remainder of 201 $ 0.€
2015 0.2
Total $ 0.&

A summary of the status of unvested Holdings REUaAds from January 1, 2014 through March 31, 20ptdsented below:

Weighted

Average Grant

Units Date Fair Value
Balance, January 1, 2014 556,20' $ 12.1¢
Grantec — —
Vested — —
Forfeited (38,887) 10.4¢
Balance, March 31, 2014 517,32. $ 12.32

The weighted average remaining vesting period atech unvested Holdings REU Awards are expectecktst is 0.5 years.

A summary of the remaining vesting tranches of ligld REU Awards is presented below:

Vesting Date Units

April 1, 2014 142,35:

October 1, 201. 235,95:

April 1, 2015 116,28!

October 1, 2015 22,73
517,32:
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KKR & Co. L.P. 2010 Equity Incentive Pla

Under the Equity Incentive Plan, KKR is permittedgrant equity awards representing ownership isteri@ KKR & Co. L.P. common
units. Vested awards under the Equity Incentive Bilute KKR & Co. L.P. common unitholders and KKRIdings pro rata in accordance
with their respective percentage interests in tk&RkGroup Partnerships.

The total number of common units that may be isaureter the Equity Incentive Plan is equivalent$é6lof the number of fully
diluted common units outstanding, subject to anadaistment. As of March 31, 2014, equity awardstirey to 42,569,114 KKR & Co. L.P.
common units have been granted under the Equigniine Plan and are subject to service based gestilhich vest generally over a three to
five year period from the date of grant. In certe@ises, these awards are subject to transferctests and/or minimum retained ownership
requirements. The transfer restriction periodpiplecable, lasts for (i) one year with respect b@-dalf of the interests vesting on any vesting
date and (ii) two years with respect to the othez-balf of the interests vesting on such vestirtg.d&/hile providing services to KKR, if
applicable, certain of these recipients are al®jestito minimum retained ownership rules requitingm to continuously hold common unit
equivalents equal to at least 15% of their cumuedyivested interests.

Expense associated with the vesting of these avisimissed on the closing price of the KKR & Co...cBmmon units on the date of gre
discounted for the lack of participation rightstie expected distributions on unvested units, whighently ranges from 8% to 57% multiplied
by the number of unvested units on the grant ddte.grant date fair value of a KKR & Co. L.P. commait reflects a discount for lack of
distribution participation rights because equityaatis are not entitled to receive distributions whihvested. The discount range was based ol
management’s estimates of future distributions timaested equity awards will not be entitled teeree between the grant date and the vestin
date. Therefore, units that vest in earlier perioalge a lower discount as compared to units thettimdater periods, which have a higher
discount. The discount range will generally inceea$hen the level of expected annual distributiomsdases relative to the grant date fair valu
of a KKR & Co. L.P. common unit. A decrease in ected annual distributions relative to the grantdatr value of a KKR & Co. L.P.
common unit would generally have the opposite ¢ffegpense is recognized on a straight line basgs the life of the award and assumes a
forfeiture rate of up to 6% annually based uporeekgd turnover by class of recipient.

As of March 31, 2014, there was approximately $268illion of estimated unrecognized expense reltdathvested awards. That
cost is expected to be recognized as follows:

Unrecognized

Expense (in
Year Millions)
Remainder of 201 $ 101.C
2015 97.2
2016 51.t
2017 11.c
2018 205
Total $ 263.5

A summary of the status of unvested awards grameeér the Equity Incentive Plan from January 1,420tough March 31, 2014 is
presented below:

Weighted

Average Grant

Units Date Fair Value
Balance, January 1, 2014 22,94298 $ 10.0¢
Grantec 7,594,35! 18.7i
Vested (15,929 8.717
Forfeited (460,929 11.1C
Balance, March 31, 2014 30,060,48 $ 12.2¢
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The weighted average remaining vesting period etech unvested awards are expected to vest isearksy

A summary of the remaining vesting tranches of awaranted under the Equity Incentive Plan is prieskebelow:

Vesting Date Units
April 1, 2014 4,601,65!
October 1, 201: 5,606,27!
April 1, 2015 5,549,51.
October 1, 201! 4,669,78:
April 1, 2016 3,408,57!
October 1, 2011 3,471,49i
April 1, 2017 1,245,40!
October 1, 201 684,51
April 1, 2018 6,917
October 1, 2018 816,34¢
30,060,48

Other Exchangeable Securities

In connection with the acquisition of Avoca, KKRiged 2,545,602 equity securities of a subsidiaiy WKR Group Partnership whi
are exchangeable into common units of KKR & Co..loRa one-for-one basis once vested (“Other Exgbalole Securities”). The unvested
Other Exchangeable Securities are subject to timsed vesting (generally over a three-year periaah ihe date of issuance), and are generall
subject to minimum retained ownership requiremeantsl, in certain cases, transfer restrictions. Goesi with grants of KKR Holdings awards
and grants made under the KKR Equity Incentive Ptaiders of Other Exchangeable Securities arentitied to receive distributions while
unvested.

The fair value of Other Exchangeable Securitigsased on the closing price of KKR & Co. L.P. comnumits on the date of grant.
KKR determined this to be the best evidence ofvfalue as a KKR & Co. L.P. common unit is tradeainactive market and has an observ
market price. Additionally, Other Exchangeable S#i@s are instruments with terms and conditiomsilsir to those of a KKR & Co. L.P.
common unit. Specifically, these Other Exchange&leurities are subject to vesting, minimum re@dioenership requirements and transfer
restrictions referenced above, and Other Exchalg&azTurities are exchangeable into KKR & Co. lcdmmon units on a one-for-one basis
upon vesting.

Expense associated with the vesting of these Bkenangeable Securities is based on the closiing pfia KKR & Co. L.P. commc
unit on the date of grant, discounted for the latcgarticipation rights in the expected distributoon unvested Other Exchangeable Securities
which currently ranges from 8% to 57% multipliedthg number of unvested Other Exchangeable Sexsinti the issuance date. The discour
range was based on management’s estimates of flisirbutions that unvested Other Exchangeable®exs will not be entitled to receive
between the issuance date and the vesting dateefohe Other Exchangeable Securities that vesaitier periods have a lower discount as
compared to Other Exchangeable Securities thativéster periods, which have a higher discount @scount range will generally increase
when the level of expected annual distributionseases relative to the issuance date fair val@geKKR & Co. L.P. common unit. A decrease
in expected annual distributions relative to thengidate fair value of a KKR & Co. L.P. common umduld generally have the opposite effect.
Expense is recognized on a straight line basis theelife of the security and assumes a forfeitate of up to 6% annually based upon expe
turnover by class of recipient.

As of March 31, 2014, there was approximately $4dilion of estimated unrecognized expense rel&dashvested Other
Exchangeable Securities. That cost is expectbé tecognized as follows:
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Unrecognized

Expense (in
Year Millions)
Remainder of 201 $ 19.:
2015 15.2
2016 9.¢
Total $ 44.L

A summary of the status of unvested Other Exchdblgegecurities from January 1, 2014 through Marth2®14 is presented below:

Weighted

Average Grant

Units Date Fair Value
Balance, January 1, 2014 —  $ —
Grantec 2,545,60: 19.67
Vested — —
Forfeited — —
Balance, March 31, 2014 2,54560, $ 19.67

The weighted average remaining vesting period etech unvested Other Exchangeable Securities greatad to vest is 1.5 years.

The following table summarizes the remaining vegtianches of Other Exchangeable Securities:

Vesting Date Units
October 1, 201: 848,53:
October 1, 201! 848,53:
October 1, 2016 848,53:
2,545,60:

Discretionary Compensatio

All KKR principals and other employees of certaomsolidated entities are eligible to receive disorary cash bonuses. While cash
bonuses paid to most employees are borne by KKRaridin consolidated entities and result in custgncompensation and benefits expense
cash bonuses that are paid to certain of KIRincipals are currently borne by KKR Holdingse®e bonuses are funded with distributions
KKR Holdings receives on KKR Group Partnership Gitield by KKR Holdings but are not then passeddmotders of unvested units of Kk
Holdings. Because KKR principals are not entitiedeceive distributions on units that are unvesdeg,amounts allocated to principals in
excess of a principal’s vested equity interestsaflected as employee compensation and benefitsnme. These compensation charges are
recorded based on the unvested portion of quartarigings distributions received by KKR Holdingsha time of the distribution.
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12. RELATED PARTY TRANSACTIONS

Due from and to Affiliates consists of:

March 31, 2014 December 31, 201
Due from Related Entitie $ 94,45¢ $ 98,79:
Due from Portfolio Companie 66,85¢ 45,11¢
Due from Affiliates $ 161,31 $ 143,90t
March 31, 2014 December 31, 201
Due to KKR Holdings in Connection with the Tax Rieeble
Agreemen $ 101,97 $ 89,79
Due to Related Entitie 8,65/ 4,05¢
Due to Affiliates $ 110,62: $ 93,85!

KFN

KFN is a publicly traded specialty finance comparhose limited liability company interests are listen the NYSE under the symbol
“KFN.” KFN is managed by KKR but is not consoliddtby KKR as of March 31, 2014. KFN was organizedugust 2004 and completed its
initial public offering on June 24, 2005. As of Mhar31, 2014 and December 31, 2013, KFN had coratelidassets of $9.2 billion and
$8.7 billion, respectively, and shareholders’ egoit$2.6 billion and $2.5 billion, respectivelyh&es of KFN held by KKR represented less
than 1.0% of KFN's outstanding shares as of Marth2B814 and December 31, 2013. If KKR were to egerall of its outstanding vested
options, KKR’s ownership interest in KFN would les$ than 1% of KFN’s outstanding shares as of Mat¢l2014 and 2013. On April 30,
2014, KKR, affiliates of KKR and KFN completed theerger entered into under an Agreement and Plafeader, pursuant to which KFN
became a subsidiary of KKR. See Note 18 “Subseddtesnts.”
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13. SEGMENT REPORTING

KKR transacts its investment advisory business arilynin the United States and the majority of fees from such business are earned
from the United States. KKR operates through thepertable business segments. These segments, areiclifferentiated primarily by their
investment objectives and strategies, consistefdlowing:

Private Markets

Through the Private Markets segment, KKR managdssponsors a group of private equity funds andcheestment vehicles that invest
capital for long-term appreciation, either throwgimtrolling ownership of a company or strategic onity positions. KKR also manages and
sponsors a group of funds andingestment vehicles that invest capital in reaktsssuch as infrastructure, energy and real eSthese funds
vehicles and accounts are managed by Kohlberg &Rwberts & Co. L.P., an SEC registered investradniser.

Public Markets

Through the Public Markets segment, KKR operatesri¢dit and hedge funds businesses. KKR’s credinkess is managed by KKR
Asset Management, LLC, or KAM, an SEC registeraggtiment adviser, and Avoca, a leading Europealitérezestment manager that KKR
acquired on February 19, 2014. KAM and Avoca adfiisels, CLOs, separately managed accounts, andtimeeit companies registered undel
the Investment Company Act of 1940, including aiess development company (“BDC”), which investitapn (i) leveraged credit
strategies, such as leveraged loans and high lyaids and (ii) alternative credit strategies siemazzanine investments, special situations
investments, direct lending investments and loratstredit. In addition to KKRS credit business, KKR has a hedge funds busihassffers .
variety of investment strategies managed by KAM Bridma Capital Partners LP, or KKR Prisma, an $&tfistered investment adviser. This
business offers customized hedge fund portfoliedgle fund-of-fund solutions and a long/short egsiitsitegy.

Capital Markets and Principal Activities

The Capital Markets and Principal Activities seginezmbines KKR’s principal assets with its globapital markets business. KKR’s
capital markets business supports the firm, paatfmdmpanies and third-party clients by develogng implementing both traditional and non-
traditional capital solutions for investments omgmanies seeking financing. These services incladaging debt and equity financing for
transactions, placing and underwriting securitigsrings and providing other types of capital maskeervices. When KKR underwrites an
offering of securities or a loan on a firm commitmhbeasis, KKR commits to buy and sell an issueeafisities or indebtedness and generates
revenue by purchasing the securities or indebtexdaiea discount or for a fee. When KKR acts in genay capacity, KKR generates revenue
for arranging financing or placing securities obteith capital markets investors. KKR’s princigasets, which include investments in KKR'’s
investment funds and davestments in certain portfolio companies of sfigtds and CLOs, provide KKR with a significant soeiof capital t
further grow and expand its business, increasécgation in KKR’s existing portfolio of businessaad further aligns KKR’s interests with
those of KKR’s fund investors and other stakehader

Key Performance Measure

The segment key performance measures that follewsed by management in making operating and resal@ployment decisions as
well as assessing the overall performance of eBBIKR'’s reportable business segments. The repatabjments for KKR’s business are
presented prior to giving effect to the allocatainincome (loss) between KKR & Co. L.P. and KKR Hiolgs and as such represents the
business in total. In addition, KKR’s reportablg®sents are presented without giving effect to tesolidation of the funds that KKR
manages.

Fee Related Earnings (“FRE")

FRE is comprised of segment fees less segment sgpéather than certain compensation and genedadministrative expenses
incurred in the generation of net realized printipaestment income). This measure is used by mamagt as an alternative measurement of
the operating earnings of KKR and its business segebefore investment income. The
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components of FRE on a segment basis differ fraretiuivalent GAAP amounts on a consolidated basisrasult of: (i) the inclusion of
management fees earned from consolidated fundsviirateliminated in consolidation; (ii) the exclusiof fees and expenses of certain
consolidated entities; (iii) the exclusion of chesgelating to the amortization of intangible assgt) the exclusion of charges relating to carry
pool allocations; (v) the exclusion of non-cashiggcharges and other non-cash compensation chamyes by KKR Holdings or incurred
under the KKR & Co. L.P. 2010 Equity Incentive Pléri) the exclusion of certain reimbursable expenand (vii) the exclusion of certain
non-recurring items.

Economic Net Income“ENI")

ENI is a measure of profitability for KKR’s repobi@ segments and is used by management as aratitermeasurement of the
operating and investment earnings of KKR and isrmess segments. ENI is comprised of: (i) FRE filusegment investment income (loss),
which is reduced for carry pool allocations, mamaget fee refunds, interest expense and certain eosapion and general and administrative
expenses incurred in the generation of net reafirzeatipal investment income; less (iii) certairoromic interests in KKR’s segments held by
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 emeontrolling interests; and (iii) the exclusionieéome taxes.

Book Value

Book Value is a measure of the net assets of KK&isrtable segments and is used by managementrjyiinaassessing the unrealized
value of KKR'’s investment portfolio, including ceed interest, as well as KKR’s overall liquidity giton. Book value differs from
KKR & Co. L.P. Partners’ Capital on a GAAP basigwmarily as a result of the exclusion of ownershiterests attributable to KKR Holdings.
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The following table presents the financial datakéiR's reportable segments as of and for the thmeaths ended March 31, 2014:

As of and for the Three Months Ended March 31, 201

Total
Capital Markets and Reportable
Private Markets Public Markets Principal Activities Segments
Fees
Management and incentive fe
Management fee $ 123,03¢ $ 72,35 $ — 195,39:
Incentive fee: — 17,01¢ — 17,01¢
Management and incentive fe 123,03 89,37: — 212,41.
Monitoring and transaction fee
Monitoring fees 36,36: — — 36,36:
Transaction fee 93,02( 6,022 64,47+ 163,51t
Fee credits (1 (80,33¢) (4,330 — (84,66%)
Net monitoring and transaction fe 49,04¢ 1,692 64,47+ 115,21:
Total fees 172,08« 91,06¢ 64,47+ 327,62:
Expense!
Compensation and benef 66,89¢ 26,74¢ 15,27: 108,91!
Occupancy and related char¢ 11,56( 2,17z 457 14,18¢
Other operating expens 40,05¢ 8,50 4,23¢ 52,80
Total expense 118,51 37,424 19,96¢ 175,90!
Fee related earning 53,56 53,64 44,51( 151,714
Investment income (los:
Realized carried intere 168,80( 24, 75( — 193,55(
Unrealized carried intere 149,09! (129) — 148,96t
Gross carried intere 317,89! 24,62 — 342,51t
Less: Allocation to KKR carry pool ( (126,267 (9,847%) — (136,110
Less: Management fee refunds (3,319 — — (3,319
Net carried interes 188,31« 14,77+ — 203,08
Realized other investment income (lo — — 192,89:. 192,89:
Unrealized other investment income (lo (221) 16 85,96¢ 85,75¢
Total other investment income (los (221) 16 278,85( 278,65.
Total investment income (los 188,09: 14,79( 278,85t 481,73
Income (loss) before noncontrolling interests icoime
of consolidated entitie 241,65¢ 68,43 323,36t 633,45
Income (loss) attributable to noncontrolling inttee(4) 51t 522 2,16¢ 3,20z
Economic net income (los $ 241,14« $ 67,90¢ $ 321,20:  $ 630,25:
Total Asset: $ 1,801,050 $ 495,01 $ 7,196,190 $ 9,492,26
Book Value $ 1,628,78 $ 450,04t $ 6,066,931 $ 8,145,76:
(1) KKR'’s agreements with the fund investors of certiiits investment funds require KKR to share wiftese fund

investors an agreed upon percentage of monitondgransaction fees received from portfolio comparfiFee
Credits”).Fund investors receive Fee Credits only with resfmemonitoring and transaction fees that are albbe to the
fund’s investment in the portfolio company and riot,example, any fees allocable to capital inveskeough co-
investment vehicles. Fee Credits are calculatest déducting certain fund-related expenses andrgénamount to
80% of allocable monitoring and transaction feasrdfind-related expenses are recovered, althcdwghdtual
percentage may vary from fund to fund as well asragrdifferent classes of investors within a fund.
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(2 With respect to KKR’s active and future investmfemtds and co-investment vehicles that provide &oried interest,
KKR will allocate to its principals, other professials and selected other individuals a portiorhefdarried interest
earned in relation to these funds as part of its/qzool.

3 Certain of KKR’s private equity funds require thamagement company to refund up to 20% of any castagement
fees earned from fund investors in the event tiafunds recognize a carried interest. At such asmée fund
recognizes a carried interest in an amount suffidie cover 20% of the cash management fees eamegortion
thereof, a liability to the fund investors is reted and revenue is reduced for the amount of threedanterest
recognized, not to exceed 20% of the cash managdeemnearned. As of March 31, 2014, carried istegarned was
sufficient to cover 20% of the cash managementéeesed. The refunds to the fund investors are, paid the liabilitie:
relieved, at such time that the underlying investte@re sold and the associated carried interestealized. In the
event that a fund’s carried interest is not sufitito cover any of the amount that represents @0#te cash
management fees earned, these fees would noturaedtto the fund investors, in accordance withréspective fund
agreements.

4 Represents economic interests that will (i) alledata former principal an aggregate of 1% of psadhd losses of
KKR’s management companies until a future date(@ndllocate to third party investors certain ptefand losses in
KKR'’s capital markets and principal activities segrh

The following table reconciles KKR'total reportable segments to the financial statemas of and for the three months ended Marc
2014:

As of and for the
Three Months Ended March 31, 2014
Total

Reportable
Segments Adjustments Consolidated
Fees(a $ 327,620 % (24,69) $ 302,92¢
Expenses(b $ 175,90* $ 297,26t $ 473,17:
Investment income (loss)( $ 481,73t $ 1,71437 $ 2,196,11
Income (loss) before tax $ 633,45t $ 1,392,41,. $ 2,025,86!
Income (loss) attributable to redeemable noncdirmpinterests $ — $ 10,637 $ 10,631
Income (loss) attributable to noncontrolling inteeand appropriated capi $ 3,20z $ 1,780,28° $ 1,783,48!
Total Assets(d $ 9,492,26: $ 46,910,39 $ 56,402,66
Book Value (e $ 8,145,76. $ (5,134,07) $ 3,011,68:
(a) The fees adjustment primarily represents (i) thmiehtion of management fees of $145,208 upon dafetmn

of KKR’s investment funds, (ii) the elimination Bee Credits of $80,092 upon consolidation of theRkK
investment funds, (iii) inclusion of reimbursabbgenses of $15,986 and (iv) other adjustments 4f423.

(b) The expenses adjustment primarily representséijrtblusion of equity based charges which amoutated
$77,528, (i) allocations to the carry pool of $1B8, (jii) inclusion of reimbursable expenses 8912,
(iv) operating expenses of $41,413 primarily assted with
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the inclusion of operating expenses upon consahidatf KKR’s funds and other entities and, (v) athe
adjustments of $23,303.

(c) The investment income (loss) adjustment primaglyresents (i) the inclusion of net investment ineah
$1,574,946 attributable to noncontrolling interesisl appropriated capital upon consolidation of K&Rnds
and other entities, (ii) exclusion of allocationsthe carry pool of $136,110, and (iii) exclusidmmanagement
fee refunds of $3,319.

(d) Substantially all of the total assets adjustmeptagents the inclusion of investments that aréattable to
noncontrolling interests upon consolidation of KKKRivestment funds.

(e) The book value adjustment represents the exclugiononcontrolling interests held by KKR Holdings of
$5,118,491 and the equity impact of KKR Managenttaitings Corp. equity and other of $15,588.

The reconciliation of net income (loss) attributatd KKR & Co. L.P. as reported in the condensatsobdated statements of operations
to economic net income (loss) and fee related egsnéonsists of the following:

Three Months Ended
March 31, 2014

Net income (loss) attributable to KKR & Co. L. $ 210,04:
Plus: Net income (loss) attributable to nonconitnglinterests held by

KKR Holdings 300,81«
Plus: Equity based compensat 77,52¢
Plus: Amortization of intangibles and other, 20,16¢
Plus: Income taxe 21,70:
Economic net income (los 630,25«
Plus: Income attributable to segment noncontroliimgrests 3,20z
Less: Investment income (los 481,73t
Fee related earning $ 151,71
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The following table presents the financial datakéiR's reportable segments as of and for the thmeaths ended March 31, 2013:

As of and for the Three Months Ended March 31, 201

Total
Capital Markets and Reportable
Private Markets Public Markets Principal Activities Segments
Fees
Management and incentive fe
Management fee $ 106,60! $ 46,35¢ $ — 152,96.
Incentive fee: — 18,84¢ — 18,84¢
Management and incentive fe 106,60:! 65,20 — 171,81:
Monitoring and transaction fee
Monitoring fees 32,06¢ — — 32,06¢
Transaction fee 16,41: 3,10¢ 20,78: 40,29¢
Fee credits (1 (21,009 (2,05€6) — (23,06%)
Net monitoring and transaction fe 27,47 1,05( 20,78: 49,30:
Total fees 134,07¢ 66,25 20,78: 221,11.
Expense!
Compensation and benef 48,00: 19,70( 7,461 75,16
Occupancy and related char¢ 11,42¢ 1,54z 35& 13,32:
Other operating expens 33,94 7,82¢ 2,86z 44,63(
Total expense 93,36¢ 29,06¢ 10,67¢ 133,11
Fee related earning 40,70¢ 37,18¢ 10,10 88,00(
Investment income (los:
Realized carried intere 88,167 — — 88,16"
Unrealized carried intere 310,79¢ 20,39¢ — 331,19¢
Gross carried intere 398,96t 20,39¢ — 419,36!
Less: Allocation to KKR carry pool (: (161,349 (8,160 — (169,50:)
Less: Management fee refunds (9,21¢6) — — (9,216
Net carried interes 228,40¢ 12,23¢ — 240,64!
Realized other investment income (lo — — 153,15t 153,15t
Unrealized other investment income (lo (2,035 62 169,01! 167,04:
Total other investment income (lo¢ (2,035 62 322,17 320,19¢
Total investment income (los 226,37 12,30! 322,17: 560,84
Income (loss) before noncontrolling interests icoime
of consolidated entitie 267,07¢ 49,49( 332,27: 648,84,
Income (loss) attributable to noncontrolling inttee(4) 39¢ 35& 34¢ 1,101
Economic net income (los $ 266,68. $ 49,13 $ 331,92t $ 647,74.
Total Asset $ 1,378,431 $ 383,21 $ 6,458,47 $ 8,220,11
Book Value $ 1,288,031 $ 359,11 $ 5,421,251 $ 7,068,39:
Q) KKR'’s agreements with the fund investors of certiiits investment funds require KKR to share wiftese fund

investors an agreed upon percentage of monitoridgransaction fees received from portfolio companFund
investors receive Fee Credits only with respechémitoring and transaction fees that are alloctbtée fund’s
investment in the portfolio company and not, foample, any fees allocable to capital invested thinoeo-investment
vehicles. Fee Credits are calculated after dedyctimtain fund-related expenses and generally ahiol@0% of
allocable monitoring and transaction fees aftedfuelated expenses are recovered, although thaelgagtcentage may
vary from fund to fund as well as among differelasses of investors within a fund.

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

3) Certain of KKR’s private equity funds require thamagement company to refund up to 20% of any castagement
fees earned from fund investors in the event thafiinds recognize a carried interest. At such amthe fund
recognizes a carried interest in an amount suffidie cover 20% of the cash management fees eamegortion
thereof, a liability to the fund’s fund investossrecorded and revenue is reduced for the amouheafarried interest
recognized, not to exceed 20% of the cash managdeemearned. As of March 31, 2013, carried istszarned was
sufficient to cover 20% of the cash managementéeaesed. The refunds to the fund investors are, paid the liabilitie:
relieved, at such time that the underlying investte@re sold and the associated carried interestealized. In the
event that a fund’s carried interest is not sufitito cover any of the amount that represents @0#te cash
management fees earned, these fees would noturaedtto the fund investors, in accordance withréspective fund
agreements.

4 Represents economic interests that will (i) alledata former principal an aggregate of 1% of psadihd losses of
KKR’s management companies until a future date(@ndllocate to third party investors certain ptefand losses in
KKR'’s capital markets and principal activities sesggrh

The following table reconciles KKR'total reportable segments to the financial stateémas of and for the three months ended Marc
2013:

As of and for the
Three Months Ended March 31, 201:

Total
Reportable
Segments Adjustments Consolidated
Fees(a $ 221,11 $ (69,874 $ 151,24(
Expenses(b $ 133,11« $ 306,21t $ 439,33(
Investment income (loss)( $ 560,84: $ 1,834,78 $ 2,395,63:
Income (loss) before tax $ 648,84. $ 1,458,69° $ 2,107,54.
Income (loss) attributable to redeemable noncdimmpinterests $ — $ 24,62 $ 24,62¢
Income (loss) attributable to noncontrolling intteeand appropriated capi $ 1,101 $ 1,879,02. $ 1,880,12.
Total Assets(d $ 8,220,11! $ 37,322,67 $  45,542,79
Book Value (e $ 7,068,39; $ (4,912,32) $ 2,156,06!
€) The fees adjustment primarily represents (i) tiriahtion of management fees of $112,696 upon datetmn

of KKR’s investment funds, (ii) the elimination Bee Credits of $22,261 upon consolidation of KKR’s
investment funds, (iii) inclusion of reimbursabbgpenses of $6,580 and (iv) other adjustments of9Rll3

(b) The expenses adjustment primarily representséijrtblusion of equity based charges which amouttated
$81,650, (ii) allocations to the carry pool of $18®, (iii) inclusion of reimbursable expenses 8f4¥ 3,
(iv) operating expenses of $16,928 primarily assteci with the inclusion of operating expenses upon
consolidation of KKR’s funds and other entities gmdother adjustments of $29,661.
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(c) The investment income (loss) adjustment primaglyresents (i) the inclusion of a net investmentiine of
$1,656,069 attributable to noncontrolling interessts appropriated capital upon consolidation of K&Rnds
and other entities, (ii) exclusion of allocationgie carry pool of $169,504, and (iii) exclusidmwmnagement
fee refunds of $9,216.

(d) Substantially all of the total assets adjustmeptagents the inclusion of investments that aréatable to
noncontrolling interests upon consolidation of KkkRivestment funds.

(e) The book value adjustment represents the exclugionncontrolling interests held by KKR Holdings of
$4,950,914 and the equity impact of KKR Managenttitlings Corp. equity and other of $38,591.

The reconciliation of net income (loss) attributatd KKR & Co. L.P. as reported in the condensatsobdated statements of operations
to economic net income (loss) and fee related egsnéonsists of the following:

Three Months Ended
March 31, 2013

Net income (loss) attributable to KKR & Co. L. $ 193,43¢
Plus: Net income (loss) attributable to nonconimglinterests held by KKR

Holdings 334,11:
Plus: Equity based compensat 81,65(
Plus: Amortization of intangibles and other, 29,18t
Plus: Income taxe 9,35¢
Economic net income (los 647,74.
Plus: Income attributable to segment noncontroliimgrests 1,101
Less: Investment income (los 560,84
Fee related earnin $ 88,00(
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14. ACQUISITIONS
Acquisition of Avoca Capita

On February 19, 2014, KKR closed its previouslyamted acquisition of 100% of the equity interedtdvoca Capital and its affiliats
(“Avoca”). Avoca is a European credit investmentrager with approximately $8.2 billion in assets emehanagement as of March 31, 2014.
The addition of Avoca provides KKR with a greateegence in the European leveraged credit markets.

The total consideration included $83.3 million ash and $56.5 million in securities of a subsidiarg KKR Group Partnership, that
exchangeable into approximately 2.4 million KKR &.Q_.P. common units at the election of the holddrde securities. In connection with
this transaction, there is no contingent considangtayable in the future.

The following is a summary of the estimated failues of the assets acquired and liabilities assurndeebruary 19, 2014:
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Cash and cash equivale $ 24,38:
Investments 20,90¢
Investments of consolidated CL¢ 1,226,17.
Other assets of consolidated CL 186,60¢
Other asset 7,37(
Intangible assets 65,88(

Total assets 1,531,31!
Liabilities 13,58¢
Debt obligations of consolidated CL¢ 1,150,55
Other liabilities of consolidated CLOs 140,30¢

Total liabilities 1,304,44.
Fair value of Net Assets Acquirt 226,87t
Less: Fair value of subordinated notes of consti&€LOs held by KKR prior to acquisition ( 74,02¢
Less: Fair value of consideration transferred 139,79¢
Gain on acquisition $ 13,04¢

(@) Represents subordinated notes in one of the calasetl CLOs held by KKR prior to the acquisitionfafoca. Upon acquisition of
Avoca, KKR’s investment in the subordinated notes wffset against the corresponding debt obligatadrithe consolidated CLO in
purchase accounting.

The fair value of the net assets acquired excetuethir value of consideration transferred by appnately $13.0 million and relates
primarily to the difference between the fair vabfg¢he assets and liabilities of CLOs required éacbnsolidated in connection with the Avoca
transaction. This amount has been recorded igaias (losses) from investment activities in thedensed consolidated statement of
operations and was allocated to net income atatilatto noncontrolling interests and appropriatsgital and net income attributable to
KKR & Co. L.P. in the amounts of $7.7 million an8.3 million, respectively.

The condensed consolidated statement of operdtonise three months ended March 31, 2014 incldledinancial results of Avoca
since the date of acquisition, February 19, 20rbugh March 31, 2014. During this period, Avodaes were $5.5 million and net income
(loss) attributable to KKR & Co. L.P. was $(0.7)llioh. This net income (loss) attributable to KKR®o. L.P. reflects amortization of
intangible assets and equity based compensatiogehassociated with Avoca since the date of thaisition. Additionally, the portion of net
income that is allocable to KKR reflects KKR’s appimate 43% ownership interest in the KKR Grouptiranships after applicable corporate
and local income taxes for the three months endatiVi31, 2014. On a segment basis, the finan@alteeof Avoca are included within the
Public Markets segment.
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The information that follows provides supplemetiébrmation about pro forma fees and net incomsgjjattributable to
KKR & Co. L.P. as if the acquisition of Avoca hadem consummated as of January 1, 2013. Such infionria unaudited and is based on
estimates and assumptions which KKR believes @soreable. These results are not necessarily indioatt the consolidated statements of
operations in future periods or the results thatiddave actually been realized had KKR and Avaeenba combined entity during 2014 and
2013. On a pro forma basis for the three monthgendiarch 31, 2014 and twelve months ended DeceBihe2013, (i) fees are estimated tc
$313.3 million and $820.5 million, respectively) (iet income (loss) attributable to KKR & Co. Ldte estimated to be $214.9 million and
$690.8 million, respectively, (iii) net income (B)sattributable to KKR & Co. L.P. per common unitasic are estimated to be $0.73 and $:
respectively, and (iv) net income (loss) attriblgaio KKR & Co. L.P. per common unit—diluted areiested to be $0.65 and $2.26,
respectively.

KKR incurred $4.4 million of acquisition relatedats through the date of closing, which were expaeseincurred and are reflected
within General, Administrative and Other Expense.
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15. GOODWILL AND INTANGIBLE ASSETS
Goodwill

Goodwill from the acquisition of Prisma represethis excess of acquisition costs over the fair vafuget tangible and intangible assets
acquired and is primarily attributed to synergiggeeted to arise after the acquisition of Prisntee Tarrying value of goodwill was
$89.0 million as of March 31, 2014 and December2B1,3, and is recorded within Other Assets on tmlensed consolidated statements of
financial condition. Goodwill has been allocatedirety to the Public Markets segment. As of Mardh 2014, the fair value of KKR’s
reporting units substantially exceeded their repecarrying values. All of the goodwill is curtnexpected to be deductible for tax
purposes. See Note 7 “Other Assets and Accoun@ifRayAccrued Expenses and Other Liabilities.”
Intangible Asset:

Intangible Assets, Net consists of the following:

As of

March 31, 2014 December 31, 201.
Finite-Lived Intangible Asset $ 284,76t $ 218,88
Accumulated Amortizatiol (47,265 (41,347
Intangible Assets, N¢ $ 237,50 $ 177,54

Changes in Intangible Assets, Net consists of aHeviing:
Three Months Ended, Twelve Months Ended,

March 31, 2014 December 31, 201.
Balance, Beginning of Peric $ 177,54¢ $ 197,48:
Avoca Acquisition 65,88( —
Amortization Expens (5,929 (19,939
Balance, End of Peric $ 237,50: $ 177,54
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16. COMMITMENTS AND CONTINGENCIES
Debt Covenant:

Borrowings of KKR contain various debt covenantse3e covenants do not, in management’s opiniorermmaby restrict KKR'’s
investment or financing strategies. KKR is in coiapte with its debt covenants in all material respe

Investment Commitment

As of March 31, 2014, KKR had unfunded commitmemtssisting of (i) $1,020.2 million to its activeiyate equity and other investmi
funds, and (ii) $479.8 million in connection witbramitments by KKR’s capital markets business amthaeother investment commitments.
Whether these amounts are actually funded, in whiole part depends on the terms of such commitsémtiuding the satisfaction or waiver
of any conditions to funding.

Contingent Repayment Guarantees

The partnership documents governing KKR’s carry—ipgyunds, including funds relating to private eguimezzanine, infrastructure,
energy, real estate, direct lending and speciaatins investments, generally include a “clawbamidvision that, if triggered, may give rise to
a contingent obligation requiring the general partio return amounts to the fund for distributiorthie fund investors at the end of the life of
the fund. Under a clawback obligation, upon theitigtion of a fund, the general partner is requtceceturn, typically on an after-tax basis,
previously distributed carry to the extent thate do the diminished performance of later investsethie aggregate amount of carry
distributions received by the general partner dytire term of the fund exceed the amount to whiehgeneral partner was ultimately entitled,
including the effects of any performance threshditdeluding carried interest received by the gelngaetners of funds that were not
contributed to KKR in the acquisition of the assatd liabilities of KKR & Co. (Guernsey) L.P. (foarly known as KKR Private Equity
Investors, L.P.) on October 1, 2009 (the “KPE Teati®n”), as of March 31, 2014, no carried intereas subject to this clawback obligation,
assuming that all applicable carry paying fundseniguidated at their March 31, 2014 fair valueadHhe investments in such funds been
liquidated at zero value, the clawback obligatiavuld have been $1,451.0 million. Carried interssecognized in the statement of operations
based on the contractual conditions set forth énapreements governing the fund as if the fund wezreinated and liquidated at the reporting
date and the fund’s investments were realizedeatttn estimated fair values. Amounts earned potgaaarried interest are earned by the
general partner of those funds to the extent thiatutative investment returns are positive and whaicable, preferred return thresholds t
been met. If these investment amounts earned dercogdurn negative in subsequent periods, recedraarried interest will be reversed ant
the extent that the aggregate amount of carryibligions received by the general partner duringiéinen of the fund exceed the amount to
which the general partner was ultimately entiteedJawback obligation would be recorded. For futidd are consolidated, this clawback
obligation, if any, is reflected as an increasadncontrolling interests in the condensed constdiflatatements of financial condition. For
funds that are not consolidated, this clawbackgalion, if any, is reflected as a reduction of KKRivestment balance as this is where carrie
interest is initially recorded.

Certain private equity funds that were contribute&KR in the KPE Transaction in 2009 also inclad&et loss sharing provision.”
Upon the liquidation of an investment vehicle toietha net loss sharing obligation applies, the g@n@artner is required to contribute capital
to the vehicle, to fund 20% of the net losses eestments. In these vehicles, such losses woutddpéred to be paid by KKR to the fund
investors in those vehicles in the event of a igtion of the fund regardless of whether any cdrinéerest had previously been distributed,

a greater share of investment losses would beaddledo KKR relative to the capital that KKR cobtrted to it as general partner. Based on th
fair market values as of March 31, 2014, there @dwzlve been no net loss sharing obligation. livitgcles were liquidated at zero value, the
net loss sharing obligation would have been appnakly $469.9 million as of March 31, 2014.

Prior to the KPE Transaction in 2009, certain KKfihpipals who received carried interest distribnsavith respect to certain private
equity funds contributed to KKR had personally gudeed, on a several basis and subject to a @apotitingent obligations of the general
partners of such private equity funds to repay am®to fund investors pursuant to the general pasticlawback obligations. The terms of the
KPE Transaction require that KKR principals remagponsible for any clawback obligations relatiogarry distributions received prior to
KPE Transaction, up to a maximum of $223.6 millidhrough investment realizations, this amount reenlreduced to $199.1 million as of
March 31, 2014. Using valuations as of March 31,&Mo amounts are due with respect to the clawbhbigation required to be funded by
KKR principals. Carry distributions arising subseqtito the KPE Transaction may give rise to clawl#iligations that may be allocated
generally to KKR and KKR’s principals who partictpan the carry pool. Unlike the clawback obligatitcKR will be responsible for all
amounts due under a net loss sharing obligationndlhthdemnify KKR’s principals for any personaligrantees that they have provided with
respect to such amounts. In addition, guarantees similar arrangements relating to clawback drlogs sharing obligations in favor of third
party investors in an individual investment parsigp by entities KKR owns may limit distribution§aarried interest more generally.
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Indemnifications

In the normal course of business, KKR enters inttti@cts that contain a variety of representatamswarranties that provide general
indemnifications. In addition, certain of KKRtonsolidated funds have provided certain indagemielating to environmental and other ma
and has provided nonrecourse capwg-guarantees for fraud, willful misconduct andestcustomary wrongful acts, each in connectioi wie
financing of certain real estate investments théRKhas made. KKR’s maximum exposure under thessmgaments is unknown as this would
involve future claims that may be made against KK& have not yet occurred. However, based on éequas, KKR expects the risk of
material loss to be low.

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 proceedingsiasfat.

On May 23, 2011, KKR, certain KKR affiliates anathoard of directors of Primedia Inc. (a former KK&tfolio company whose
directors at that time included certain KKR persgihwere named as defendants, along with othetsydarshareholder class action complaints
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 thingsPtiimedia board members, KKR, and certain KKRliatés, breached their fiduciary duties
by entering into the merger agreement at an upfae and failing to disclose all material infornoat 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 ¢
a stipulation by the parties that the derivativaingiffs and any other former Primedia shareholdiessstanding to prosecute the derivative
claims on behalf of Primedia when the Primedia reevgas completed. The dismissed shareholder demvelaims included allegations
concerning open market purchases of certain slofegmedia’s preferred stock by KKR affiliates2002 and allegations concerning
Primedia’s redemption of certain shares of Primsgieeferred stock in 2004 and 2005, some of wiiehe owned by KKR affiliates. With
respect to the pending shareholder class acticalfeahing the Primedia merger, on June 7, 2011Cthat of Chancery denied a motion to
preliminarily enjoin the merger. On July 18, 201ft#e Court of Chancery consolidated the two pendimayeholder class actions and appointed
lead counsel for plaintiffs. On October 7, 2011feddants moved to dismiss the operative complaittié consolidated shareholder class
action. The operative complaint seeks, in releyant, unspecified monetary damages and rescis$itire anerger. On December 2, 2011,
plaintiffs filed a consolidated amended complaivitjch similarly alleges that the Primedia board rbems, KKR, and certain KKR affiliates
breached their respective fiduciary duties by éngeinto 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. On May @03, the Court of Chancery denied the motion $milis the complaint as it relates to
the Primedia board members, KKR and certain KKRiatis. On July 1, 2013, KKR and other defendditesl a motion for judgment on the
pleadings on the grounds that plaintiff's claimgevbarred by the statute of limitations. On Decendfe 2013, the Court of Chancery granted
the motion in part and denied the maotion in part.

Additionally, in May 2011, two shareholder classi@ts challenging the Primedia merger were filegorgia state courts, asserting
similar allegations and seeking similar relief miially sought by the Delaware shareholder clat®as above. Both Georgia actions have t
stayed in favor of the Delaware action.

In December 2007, KKR, along with 15 other privatgiity firms and investment banks, were named tendants in a purported clz
action complaint filed in the United States Dist@ourt for the District of Massachusetts by shatéérs in certain public companies acquired
by private equity firms since 2003. In August 20B&R, along with 16 other private equity firms amgyestment banks, were named as
defendants in a purported consolidated amended atagon complaint. The suit alleges that from 2003 defendants have violated antitrust
laws by allegedly conspiring to rig bids, resttive supply of private equity financing, fix the s for target companies at artificially low
levels, and divide up an alleged market for privegaity services for leveraged buyouts. The amerdetplaint seeks injunctive relief on
behalf of all persons who sold securities to anthefdefendants in leveraged buyout transactiodsspacifically challenges nine transactions.
The first stage of discovery concluded on or al#qril 15, 2010. On August 18, 2010, the court geahplaintiffs’ motion to proceed to a
second stage of discovery in part and deniedptin. Specifically, the court granted a secondeste#fgliscovery as to eight additional
transactions but denied a second stage of disc@asety any transactions beyond the additional eigétified transactions. On October 7, 2!
the plaintiffs filed under seal a fourth amendethptaint that includes new factual allegations conitgy the additional eight transactions and
the original nine transactions. The fourth amenct@dplaint also includes eight purported sub clas$gsaintiffs seeking unspecified monet
damages and/or restitution with respect to eigltheforiginal nine challenged transactions and separate claims against two of the original
nine challenged transactions. On January 13, 2b&Icourt granted a motion filed by KKR and certatiner defendants to dismiss all claims
alleged by a putative damages sub class in commesith the acquisition of PanAmSat Corp. and satgaclaims for relief related to the
PanAmSat transaction. The second phase of disc@ezmitted by the court is completed. On July X012 plaintiffs filed a motion seeking
leave to file a proposed fifth
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amended complaint that seeks to challenge teniaddittransactions in addition to the transactiolestified in the previous complaints.
Defendants opposed plaintiffs’ motion. On Septenthe2011, the court granted plaintiffs’ motion iarpand denied it in part. Specifically, the
court granted a third stage of limited discoveryathe ten additional transactions identified laiqtiffs’ proposed fifth amended complaint but
denied plaintiffs’ motion seeking leave to file @posed fifth amended complaint. On June 14, 2fil@wing the completion of the third
phase of discovery, plaintiffs filed a fifth amexdeomplaint which, like their proposed fifth amedd®mmplaint, seeks to challenge ten
additional transactions in addition to the transas identified in the previous complaints. On J@2e2012, defendants filed a motion to
dismiss certain claims asserted in the fifth amdraenplaint. On July 18, 2012, the court grantepért and denied in part defendants’ motior
to dismiss, dismissing certain previously releadadns against certain defendants. On March 13320 United States District Court denied
defendants’ motion for summary judgment on the tawolving KKR. However, the court narrowed plaifg claim to an alleged overarchi
agreement to refrain from jumping other defendaatsiounced proprietary transactions, thereby Igithe case to a smaller number of
transactions subject to plaintiffs’ claim. KKR file& renewed motion for summary judgment on April 2B13, which the court denied on

July 18, 2013. Plaintiffs moved for class certifioa on October 21, 2013. Defendants filed thepagition to the motion on January 24, 2014.
The Court is scheduled to hear the motion for atastfication on or after May 19, 2014. A trialtddhas been scheduled on or after
November 3, 201¢

From December 19, 2013 to January 31, 2014, melpptative class action lawsuits have been filethénSuperior Court of
California, County of San Francisco, the Unitedt&tadistrict Court of the District of Northern Cfalinia, and the Court of Chancery of the
State of Delaware by KFN shareholders against KRtNyidual members of KFN’s board of directors, KK&hd certain of KKR’s affiliates in
connection with KFN's entry into a merger agreenmnsuant to which it would become a subsidiariKiiR. The merger transaction was
completed on April 30, 2014. The actions fileddalifornia state court have been consolidated buiperative complaint has not been filed or
designated. The complaint filed in the Califorféderal court action has not been served on thendahts. Two of the Delaware actions were
voluntarily dismissed, and the remaining Delawatioas were consolidated. On February 21, 20bérsolidated complaint was filed in the
consolidated Delaware action which all defendarased to dismiss on March 7, 2014.

The complaints in these actions allege variousdy the members of the KFN board of directors breddhduciary duties owed to KF
shareholders by approving the proposed transaftitdinadequate consideration; approving the progasensaction in order to obtain benefits
not equally shared by other KFN shareholders; amgénto the merger agreement containing precludaa protection devices; failing to take
steps to maximize the value to be paid to the KR&taholders; and failing to disclose material infation necessary for KFN shareholders to
make a fully informed decision about the proposaddaction. The actions also allege variously Ki&R, and certain of KKRS affiliates aide«
and abetted the alleged breaches of fiduciary slatiel that KKR is a controlling shareholder of KBjNmeans of a management agreement
between KFN and KKR Financial Advisors LLC, a sulisiy of KKR, and KKR breached a fiduciary dutaitegedly owed to KFN
shareholders by causing KFN to enter into the meageeement. The relief sought in these actionsidtes, among other things, declaratory
injunctive relief concerning the alleged breachefiduiciary duties and the proposed transactiosgission, an accounting by defendants,
damages and attorneys’ fees and costs, and otfedr re

KKR currently is and expects to continue to becofran time to time, subject to examinations, inggsrand investigations by vario
U.S. and non U.S. governmental and regulatory dgenincluding but not limited to the Securitiesldixchange Commission, Department of
Justice, state attorney generals, Financial Ingi#gulatory Authority, and the U.K. Financial Coietl Authority. Such examinations,
inquiries and investigations may result in the canoement of civil or criminal lawsuits against KKRits personnel.

Moreover, in the ordinary course of business, KKRmnd can be both the defendant and the plaintifimerous lawsuits with respect
to acquisitions, bankruptcy, insolvency and otlypes of proceedings. Such lawsuits may involventdathat adversely affect the value of
certain investments owned by KKR’s funds.

KKR establishes an accrued liability for legal predings only when those matters present loss gentiies that are both probable
and reasonably estimable. In such cases, therdomawg exposure to loss in excess of any amountsextdNo loss contingency is recorded for
matters where such losses are either not probabéasonably estimable (or both) at the time oérination. Such matters are subject to
many uncertainties, including among others (i)gheceedings are in early stages; (ii) damages s@rghunspecified, unsupportable,
unexplained or uncertain; (iii) discovery has ne¢b started or is incomplete; (iv) there is unéetyaas to the outcome of pending appeals or
motions; (v) there are significant factual issuebé resolved; or (vi) there are novel legal issarasnsettled legal theories to be presented or ¢
large number of parties. Consequently, managersantable to estimate a range of potential losmyf related to these matters. For one or
more of the matters described above for which s.i$oth probable and reasonably estimable, KkdRestimated the aggregate amount of
losses attributable to KKR to be approximately $3fillion. KKR believes such losses may be, in psubject to insurance and/or indemnity,
which KKR believes may reduce any ultimate losgsBstimate is subject to significant judgment andgriety of assumptions and
uncertainties. Actual outcomes may vary signifibafrom this estimate.

It is not possible to predict the ultimate outcoofi@ll pending legal proceedings, and some of thiers discussed above seek
potentially large and/or indeterminate amountsofAsuch date, based on information known by managénmanagement has not concluded
that the final resolutions of the matters abové malve a material effect upon the consolidatedrfiia statements. However, given the
potentially large and/or indeterminate amounts kbugcertain of these matters and the inherentediptability of investigations and
litigations, it is possible that an adverse outcameertain matters could, from time to time, haveaterial effect on KKR’s financial results in
any particular period.
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17. REGULATORY CAPITAL REQUIREMENTS

KKR has a registered broker-dealer subsidiary wisubject to the minimum net capital requiremerfithe SEC and the Financial
Industry Regulatory Authority (“FINRA”). Additiondl, KKR has an entity based in London which is sgbjo the capital requirements of the
U.K. Financial Conduct Authority, another entitysled in Hong Kong which is subject to the capitguieements of the Hong Kong Securities
and Futures Ordinance, an entity based in Japgactub the capital requirements of Financial SeesiAuthority of Japan, and two entities
based in Mumbai which are subject to capital resugnts of the Reserve Bank of India (“RBI”) and8#&®s and Exchange Board of India
(“SEBI”). All of these broker-dealer entities hazentinuously operated in excess of their respectivtémum regulatory capital requirements.

The regulatory capital requirements referred tovabmay restrict KKR’s ability to withdraw capitabim its registered broker-dealer
entities. At March 31, 2014, approximately $72.0lion of cash at KKR's registered broker-dealeritigd may be restricted as to the payment
of cash dividends and advances to KKR.

Three subsidiaries of Avoca (acquired by KKR duttihg first quarter of 2014) are subject to minimwagulatory capital requirements
the Central Bank of Ireland and the U.K. Finan€ahduct Authority. All of these subsidiaries haomtinuously operated in excess of their
respective minimum regulatory capital requirements.

18. SUBSEQUENT EVENTS
Distribution

A distribution of $0.43 per KKR & Co. L.P. commonitiwas announced on April 24, 2014, and will begm May 23, 2014 to
unitholders of record as of the close of busings®lay 9, 2014. KKR Holdings will receive its praasshare of the distribution from the KKR
Group Partnerships.

Acquisition of KFN

On April 30, 2014, KKR, affiliates of KKR and KFMpmpleted the merger (the “Mergecdntemplated by an Agreement and Pla
Merger (the “Merger Agreement”), pursuant to whikdeN became a subsidiary of KKR Fund Holdings.

At the effective time of the Merger, each commoarsiof KFN outstanding immediately prior to theeetive time (excluding any
KFN common shares held by KKR Fund Holdings or ahis subsidiaries or KFN or any of its wholly-oeah subsidiaires) was converted into
the right to receive 0.51 KKR common units, togethith cash in lieu of fractional units, resultimgthe issuance of 104.3 million KKR & Co.
L.P. common units.

In accordance with GAAP, the Merger will be accaahtor as a business combination which requirestiigaconsideration exchang
and net assets acquired be recorded at their iaspér values at the date of acquisition.

KKR is currently in the process of determining thechase accounting impact of the Merger includirlgamounts recognized as of
the closing date for each major class of assetsiehjand liabilities assumed. In addition, KKRalso in the process of evaluating whether
certain of the KFN vehicles are required to be obdated.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should bal i@aconjunction with the unaudited condensed clidated financial statements of
KKR & Co. L.P., together with its consolidated sdizies, and the related notes included elsewlethis report and our Annual Report |
Form 1(-K for the fiscal year ended December 31, 2018dfikith the Securities and Exchange Commissionetimuary 24, 2014, including
the audited consolidated financial statements &redrélated notes and “Management’s Discussion andlysis of Financial Condition and
Results of Operatioi” contained therein. The historical condensed cdigsted financial data discussed below reflectshistorical results
and financial position of KKR. In addition, thissdussion and analysis contains forward lookingestants and involves numerous risks and
uncertainties, including those described under “Gamnary Note Regarding Forward-looking Statemerdst “Risk Factors.” Actual results
may differ materially from those contained in aopwfard looking statements.

Overview

We are a leading global investment firm that masadgeestments across multiple asset classes imgymivate equity, energy,
infrastructure, real estate, credit and hedge funtie aim to generate attractive investment retbgnfollowing a patient and disciplined
investment approach, employing world-class peapid, driving growth and value creation at the alesetl. We invest our own capital
alongside our partners’ capital and bring oppottesito others through our capital markets business

Our business offers a broad range of investmentgement services to our fund investors and prowidpgal markets services to our
firm, our portfolio companies and third parties.rdinghout our history, we have consistently beesadér in the private equity industry, having
completed more than 235 private equity investmengmrtfolio companies with a total transactionualn excess of $490 billion. In recent
years, we have grown our firm by expanding our gaplgical presence and building businesses in neasasuch as credit, special situatic
equity strategies, hedge fund solutions, collaizzdlloan obligations (“*CLOs"), capital marketsfrastructure, energy and real estate. Our ne\
efforts build on our core principles and industkpertise, allowing us to leverage the intellectegbital and synergies in our businesses, and t
capitalize on a broader range of the opportunitiesource. Additionally, we have increased our $oon meeting the needs of our existing 1
investors and in developing relationships with revestors in our funds.

We conduct our business with offices throughouttioed, providing us with a pre-eminent global fdain for sourcing transactions,
raising capital and carrying out capital marketsvéizes. Our growth has been driven by value thathave created through our operationally
focused investment approach, the expansion of xistieg businesses, our entry into new lines ofiess, innovation in the products that we
offer investors in our funds, an increased focupmviding tailored solutions to our clients and thtegration of capital markets distribution
activities.

As a global investment firm, we earn managementitaong, transaction and incentive fees for pravidinvestment management,
monitoring and other services to our funds, veliclel Os, managed accounts, specialty finance coynaiach portfolio companies, and we
generate transaction-specific income from capitatk®ts transactions. We earn additional investrimamaime from investing our own capital
alongside that of our fund investors and from oftv@rcipal investments and from the carried inteves receive from our funds and certain of
our other investment vehicles. A carried interesitles the sponsor of a fund to a specified petams of investment gains that are generated c
third-party capital that is invested.

Our investment teams have deep industry knowleddeaee supported by a substantial and diversifagital base, an integrated global
investment platform, the expertise of operatingsttants and senior advisors and a worldwide nétwbbusiness relationships that provide a
significant source of investment opportunities,cipézed knowledge during due diligence and sulighresources for creating and realizing
value for stakeholders. We
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believe that these aspects of our business will iglcontinue to expand and grow our business alivkd strong investment performance in a
variety of economic and financial conditions.

Business Segments
Private Markets

Through our Private Markets segment, we managesposor a group of private equity funds and costment vehicles that invest
capital for long-term appreciation, either throwgimtrolling ownership of a company or strategic onity positions. We also manage and
sponsor a group of funds and co-investment vehtblgisinvest capital in real assets, such as itrfretsire, energy and real estate. These fund:s
vehicles and accounts are managed by Kohlberg &Rwberts & Co. L.P., an SEC registered investradniser. As of March 31, 2014, the
segment had $60.5 billion of AUM. As of March 3012, Private Markets FPAUM was $48.2 billion, catisig of $42.2 billion in private
equity and $6.0 billion of FPAUM in real assetsc{imding infrastructure, energy and real estatahrRPo 2010, FPAUM in the Private Markets
segment consisted entirely of private equity funds.

The table below presents information as of March?®1.4 relating to our current private equity fumdsl other investment vehicles for
which we have the ability to earn carried inter&sitis data does not reflect acquisitions or disfgsainvestments, changes in investment
values or distributions occurring after March 3Q12.

Investment Period (1) Amount ($ in thousands)
Percentage
Committed
Commencement Uncalled by General Remaining Remaining
Private Markets Date End Date Commitment (2) Commitments Partner Invested Realized Cost (3) Fair Value
Private Equity Funds
Asian Fund Il 4/2013 4/2019 $ 5,825.( $ 5,222.¢ 1.3% $ 6022 $ — $ 602.2 $ 599.1
North America Fund X 9/2012 9/2018 8,718. 5,001.( 2.9% 3,717. 3.9 3,717. 4,081.¢
China Growth Funi 11/2010 11/2016 1,010.( 674.5 1.0% 335.t 32.€ 318.( 397.0
E2 Investors (Annex Funt 8/2009 11/2013 209.5 13.7 4.5% 195.¢ 144.¢ 54t 291.1
European Fund I 3/2008 3/2014 6,237.¢ 931.¢ 4.6% 5,306.( 653.F 4,923.: 6,851.¢
Asian Func 7/2007 4/2013 3,983.: 134.1 2.5% 3,849. 1,717.% 2,955. 5,421.:
2006 Func 9/2006 9/2012 17,642.. 1,205.: 2.1% 16,436.! 12,333.: 9,477.% 15,125.(
European Fund | 11/2005 10/2008 5,750.¢ — 2.1% 5,750.¢ 5,141.; 1,781. 3,371.C
Millennium Fund 12/2002 12/2008 6,000.( — 2.5% 6,000.( 10,853.¢ 1,507.( 2,577.¢
European Fun 12/1999 12/2005 3,085. = 3.2% 3,085.« 8,720.( — 51.¢
Total Private Equity
Funds 58,462.! 13,183.: 45,279.. 39,599.¢ 25,336.1 38,768.:
Co-Investment Vehicle Various Various 2,864.. 837.( Various 2,027.. 982.¢ 1,713.( 2,234..
Total Private Equity 61,326. 14,020.. 47,306.. 40,582, 27,049.¢ 41,002.;
Real Asset:
Energy Income and Grow
Fund 9/2013 9/2018 1,974. 1,621.¢ 12.8% 352.¢ 11t 343.7 350.¢
Natural Resources Ful Various Various 876.1 303.1 Various 573.( 73.2 519.¢ 333.2
Global Energy Opportunitie Various Various 962.2 817.7 Various 144t 1.2 144t 132.1
Infrastructure Fun Various Various 1,042 294.5 4.8% 747.¢ 30.C 747.¢ 792.(
Infrastructure C-Investment: Various Various 1,355." 251.2 Various 1,104t 239.¢ 1,104.t 1,306.
Real Estate Partners Americ 5/2013 12/2016 1,226.: 948.( 16% 278.2 — 278.2 404.(
Real Assets 7,436.¢ 4,236.! 3,200. 355.¢ 3,138.: 3,318.¢
Private Markets Total $ 68,763.! $ 18,256.1 $ 50506 $ 40,938.! $ 30,187.! $  44,320.
1) The commencement date represents the date on tiiegeneral partner of the applicable fund commeiweestment of the fund’s capital or the datehef first closing. The end date

represents the earlier of (i) the date on whichgireeral partner of the applicable fund was or kellrequired by the fund’s governing agreemenetise making investments on behalf of the
fund, unless extended by a vote of the fund investr (ii) the date on which the last investmeaswnade.

2) The commitment represents the aggregate capitaintmnents to the fund, including capital commitmelysthird-party fund investors and the generalmpantForeign currency commitments

have been converted into U.S. dollars based dhdijoreign exchange rate at the date of purchaseach investment and (ii) the exchange rateptteatailed on March 31, 2014, in the case of
uncalled commitments.
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?3) The remaining cost represents the initial investnoéthe general partner and limited partner, wlith limited partner’s investment reduced for artynre of capital and realized gains from
which the general partner did not receive a caiinegtest.

The tables below present information as of March2B1.4 relating to the historical performance otaie of our Private Markets
investment vehicles since inception, which we heliflustrates the benefits of our investment appho The information presented under Tota
Investments includes all of the investments madthbyspecified investment vehicle, while the infation presented under Realized/Partially
Realized Investments includes only those investefemtwhich realized proceeds, excluding currenbme like dividends and interest, are a
material portion of invested capital. This datasinet reflect additional capital raised since Ma8&h2014 or acquisitions or disposals of
investments, changes in investment values or bligtdns occurring after that date. Past performamoet a guarantee of future results.
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Multiple of
Amount Fair Value of Investments Gross Invested
Private Markets Investment Funds Commitment Invested Realized Unrealized Total Value IRR* Net IRR* Capital**
($ in Millions)
Total Investments
Legacy Funds (1
1976 $ 31.4 $ 314 $ 537.2 $ — $ 537.2 39.5% 35.5% 17.1
1980 356.¢ 356.¢ 1,827.¢ — 1,827.¢ 29.0% 25.8% 5.1
1982 327.¢ 327.¢ 1,290.° — 1,290.° 48.1% 39.2% 3.9
1984 1,000.( 1,000.( 5,963.! — 5,963.! 34.5% 28.£% 6.C
1986 671.¢ 671.¢ 9,080." — 9,080.° 34.2% 28.£% 13t
1987 6,129.¢ 6,129.¢ 14,949. — 14,949. 12.1% 8.9% 24
1993 1,945, 1,945, 4,143 — 4,143 23.6% 16.£% 21
1996 6,011.¢ 6,011.¢ 12,476.¢ — 12,476.¢ 18.(% 13.%% 2.1
Subtotal- Legacy Fund: 16,474.! 16,474.! 50,269.: — 50,269.: 26.1% 19.5% 3.1
Included Fund:
European Fund (1999) ( 3,085.« 3,085.« 8,720.( 51.¢ 8,771.¢ 27.(% 20.2% 2.8
Millennium Fund (2002 6,000.( 6,000.( 10,853. 2,577.¢ 13,431.« 22.5% 16.4% 2.2
European Fund Il (2005) (: 5,750.¢ 5,750.¢ 5,141. 3,371 8,512.f 6.8% 5.0% i3
2006 Fund (200€ 17,642.. 16,436.¢ 12,333.: 15,125.( 27,458.: 11.2% 8.5% 1.7
Asian Fund (2007 3,983.1 3,849.; 1,717.: 5,421.: 7,138.¢ 19.2% 13.7% 1.9
European Fund I11 (2008) (: 6,237.¢ 5,306.( 653.f 6,851.¢ 7,505. 15.5% 9.3% 14
E2 Investors (Annex Fund) (2009) | 209.5 195.¢ 144.¢ 291.] 435.% 27.2% 22.&% 2.2
China Growth Fund (201( 1,010.( 335.t 32.€ 397.% 429.¢ 10.7% 2.4% 3
Natural Resources Fund (201 876.1 573.( 73.2 333.: 406.¢ -18.2% -18.2% 0.7
Infrastructure Fund (2011) (: 1,042t 747.¢ 30.C 792.( 822.( N/A N/A N/A
North America Fund Xl (2012) (¢ 8,718. 3,717.¢ 3:9 4,081.¢ 4,085." N/A N/A N/A
Asian Fund 1l (2013) (3 5,825.( 602.2 — 599.1 599.1 N/A N/A N/A
Real Estate Partners Americas (2013) 1,226.. 278.% — 404.( 404.C N/A N/A N/A
Energy Income and Growth Fund (2013) 1,974.0 352.4 11.5 350.¢ 362.4 N/A N/A N/A
Subtotal- Included Fund: 63,581.! 47,230. 39,714.! 40,648.. 80,362. 15.6% 11.2% 1.7
All Funds $ 80,056.( $ 63,705. $ 89,983.t $ 40,648.. $ 130,632.0 25.7% 19.(% 2.1
Realized/Partially Realized Investments (4
Legacy Funds (1
1976 $ 31.4 $ 314 $ 537.2 $ — $ 537.2 39.5% 35.5% 17.1
1980 356.¢ 356.¢ 1,827.¢ — 1,827.¢ 29.0% 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.! 34.5% 28.% 6.C
1986 671.¢ 671.¢ 9,080." — 9,080." 34.2% 28.£% 13t
1987 6,129.¢ 6,129.¢ 14,949.; — 14,949.: 12.1% 8.9% 24
1993 1,945.° 1,945.° 4,143 — 4,143.: 23.% 16.8% 2.1
1996 6,011.¢ 6,011.¢ 12,476.¢ — 12,476.¢ 18.(% 13.2% 2.1
Subtotal- Legacy Fund: 16,474.! 16,474.! 50,269.: — 50,269.: 26.1% 19.S% 3.1
Included Fund:
European Fund (1999) ( 3,085.« 3,085.« 8,720.( 51.¢ 8,771.¢ 27.(% 20.2% 2.8
Millennium Fund (2002 6,000.( 4,223.! 10,444.¢ 1,334 11,779. 35.7% 27.% 2.8
European Fund Il (2005) (: 5,750.¢ 4,639. 2,994. 2,956.¢ 5,951.¢ 9.7% 8.5% 2
2006 Fund (200€ 17,642.. 4,970.: 11,884.: 3,545.( 15,429.: 26.(% 23.5% 3.1
Asian Fund (2007 3,983.1 1,015.¢ 1,713.¢ 583.1 2,297.( 25.2% 22.1% 3
European Fund [11 (2008) (: 6,237.¢ 230.¢ 409.7 — 409.7 23.% 21.% 1.8
E2 Investors (Annex Fund) (2009) | 209.t 55.4 144.¢ 27.¢ 172.% 29.1% 28.5% 3.1
China Growth Fund (201( 1,010.( 17.5 28.t — 28.t 33.5% 33.5% 1.€
Natural Resources Fund (201 876.1 522.¢ 69.2 303.1 372.: -18.2% -18.2% 0.7
Infrastructure Fund (2011) (- 1,042t — — — — — — —
North America Fund Xl (2012) (« 8,718.¢ — — — — — — —
Asian Fund Il (2013) (4 5,825.( — — — — — — —
Real Estate Partners Americas (2013) 1,226.. — — — — — — —
Energy Income and Growth Fund (2013) 1,974.; — — — — — — —
Subtotal- Included Fund: 63,581.! 18,760.¢ 36,409.! 8,802.: 45,211 24.5% 20.5% 2.4
$ 80,056.( $ 35235. $ 86,678¢1 $ 8,802.. $ 95,481.( 26.1% 21.2% 2.7

All Realized/Partially Realized Investments

()
@

These funds were not contributed to KKR as pathefKPE Transaction.

The capital commitments of the European Fund, Eemog-und Il, European Fund Ill and E2 Investorsng@naFund) include euro-denominated commitmentsl&6& million,
€2,597.5 million, €2,882.8 million and €55.5 milliorespectively. Such amounts have been convertedJ.S. dollars
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based on (i) the foreign exchange rate at theafgierchase for each investment and (ii) the exghaate prevailing on March 31, 2014 in the casenéfinded commitments.

?3) The gross IRR, net IRR and multiple of investeditedyare calculated for our investment funds theatéhinvested for at least 36 months prior to M&th2014. None of the Infrastructure
Fund, North America Fund XI, Asian Fund Il, Reatde Partners Americas or Energy Income and Gréwtid have invested for at least 36 months as oEMat, 2014. We therefore have
not calculated gross IRRs, net IRRs and multipfeev@sted capital with respect to those funds.

4) Investments are considered partially realized wieatized proceeds, excluding current income likédéinds and interest, are a material portion oé&ted capital. None of the Infrastructure
Fund, North America Fund XI, Asian Fund Il, Reatds Partners Americas or Energy Income and Gréwtid have realized a material portion of invesiggital. We therefore have not
calculated gross IRRs, net IRRs and multiples wésted capital with respect to the investmentfio$é funds.

* IRRs measure the aggregate annual compoundedseenerated by a fund’s investments over a holgargpd. Net IRRs presented under Total Investmergsalculated after giving effect
to the allocation of realized and unrealized cdriteerest and the payment of any applicable managefees. Net IRRs presented under Realized/Ipaiaalized Investments are calculated
after giving effect to the allocation of realizendaunrealized carried interest, but before payréany applicable management fees as managemenarfeapplied to funds, not investments.
Gross IRRs are calculated before giving effech#allocation of carried interest and the payméning applicable management fees.

o The multiples of invested capital measure the agaeereturns generated by a fund’s investmentbsplate terms. Each multiple of invested capitalaleulated by adding together the total
realized and unrealized values of a fund’s investsiand dividing by the total amount of capitaldésted by the fund. Such amounts do not give efettte allocation of any realized and
unrealized returns on a fund’s investments to timel's general partner pursuant to a carried intenethe payment of any applicable management fees.

Public Markets

We operate our credit and hedge funds businessmgytthe Public Markets segment. Our credit bissing managed by KKR Asset
Management, LLC, or KAM, an SEC registered investhalviser, and Avoca Capital, a leading Europeaditinvestment manager that Kl
acquired on February 19, 2014. KAM and Avoca adfisels, CLOs, separately managed accounts, andtimeat companies registered unde
the Investment Company Act, including a BDC, whimhest capital in (i) leveraged credit strategms;h as leveraged loans and high yield
bonds and (ii) alternative credit strategies sucazzanine investments, special situations inva#isndirect lending investments and
long/short credit. In addition to our credit busagwe have a hedge funds business that offersedyvaf investment strategies that are
managed by KAM and Prisma Capital Partners LP,lRKrisma, an SEC registered investment adviséis Business offers customized
hedge fund portfolios, hedge fund-of-fund solutiansl a long/short equity strategy. In additionJamuary 2013, we acquired a 24.9% interes
in Nephila, an investment manager focused on iimg#h natural catastrophe and weather risk.

On April 30, 2014, KKR acquired KKR Financial Hatdjs LLC, or KFN, a specialty finance company withaatfolio of assets spannii
a range of strategies, including leveraged créditugh the ownership of subordinated and mezzarites across CLOs, special situations,
energy, real estate and private equity.

We generally review our performance in our crediibess by investment strategy. Our leveragedtcs&rdiegies invest in leveraged
loans and high yield bonds, or a combination ohbbi certain cases these strategies have meahtraggld records and may be compared to
widely-known indices. The following table preseimformation regarding larger leveraged credit sigés managed by KKR from inception to
March 31, 2014. Past performance is no guarantégurke results.
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Benchmark

Gross Net Gross
($ in millions) Inception Date ~ AUM Returns Returns Benchmark (1) Returns
Bank Loans Plus High Yield (¢ Jul 2008 $  3,40C 10.5¢% 9.89% 65% S&P/LSTA, 35% BoAML HY Master Il Index (: 7.9(%
Opportunistic Credi May 2008 1,10C 16.880% 14.52% BoOAML HY Master Il Index (4) 10.08%
Bank Loans (2 Apr 2011 2,10C 6.5% 5.9(% S&P/LSTA Loan Index (5 5.01%
High Yield (2) Apr 2011 1,20 9.8% 9.2¢% BOAML HY Master Il Index (6) 8.71%
Bank Loans Conservatiy Apr 2011 84C 5.56% 4.95% S&P/LSTA BE-B Loan Index (7. 4.9(%

)

@
©)

4)

®)

(6)

The Benchmarks referred to hereituitie the S&P/LSTA Leveraged Loan Index (the “S&PTIASLoan Index”), the Bank of America Merrill LyndHigh Yield Master
Il Index (the “BoAML HY Master Il Index” and, togeer with the S&P/LSTA Loan Index, the “Indices”hd S&P/LSTA Loan Index is an index that compridés a
loans that meet the inclusion criteria and thaehaarks from the LSTA/LPC mark-to-market servicke Tnclusion criteria consist of the following: éiyndicated term
loan instruments consisting of term loans (both @izing and institutional), acquisition loans (afteey are drawn down) and bridge loans; (ii) sedu(iii) U.S. dollar
denominated; (iv) minimum term of one year at irtcep and (v) minimum initial spread of LIBOR plas25%. The BoAML HY Master Il Index is a market wal
weighted index of below investment grade U.S. dalknominated corporate bonds publicly issuedéndts. domestic market. “Yankee” bonds (debt ofifgm issuers
issued in the U.S. domestic market) are includetierBoAML HY Master Il Index provided that the igs is domiciled in a country having investmentdgréoreign
currency long-term debt rating. Qualifying bondsstriuave maturities of one year or more, a fixecpoouschedule and minimum outstanding of US$10danillin
addition, issuers having a credit rating lower tB&B3, but not in default, are also included. Whie returns of these strategies reflect the reimvent of income and
dividends, none of the indices presented in thet@imve reflect such reinvestment, which has ffezeof increasing the reported relative perforeenf these
strategies as compared to the indices. Furtherrtfegse indices are not subject to managementifestive allocations or expenses. It is not pdssibinvest directly
in unmanaged indices.

The AUM of the Bank Loans Plus HigleM strategy is also included in the AUM of thegHliYield strategy and the AUM of the Bank Loansitsgy.

Performance is based on a blendecposite of Bank Loans Plus High Yield strategy actsuThe Benchmark used for purposes of compafigadie Bank Loans Plus
High Yield strategy is based on 65% S&P/LSTA Loaddx and 35% BoAML HY Master Il Index.

The Opportunistic Credit strategyests in high yield securities and corporate loaitis mo preset allocation. The Benchmark used foppses of comparison for the
Opportunistic Credit strategy presented hereiragetd on the BOAML HY Master |l Index.

Performance is based on a compospertfolios that primarily invest in leveraged e The Benchmark used for purposes of comparizotiné Bank Loans strategy is
based on the S&P/LSTA Loan Index.

Performance is based on a compospetfolios that primarily invest in high yield serities. The Benchmark used for purposes of corsparfor the High Yield
strategy is based on the BOAML HY Master Il Index.
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(@) Performance is based on a compospertfolios that primarily invest in leveraged tearated BBaa3 or higher. The Benchmark used for purposesmiparison for tr
Bank Loans strategy is based on the S&P/LSTA BBdBriIndex.

Our alternative credit strategies primarily inviesinore illiquid instruments through private inwasint funds. The following table
presents information regarding our Public Markétesraative credit vehicles that are the most simideour Private Markets investment fund:
terms of fee structure, commitment period and otd¥ens, from inception to March 31, 2014. Our othkgrnative credit have begun investing
more recently and therefore have not yet developeaningful track records, and thus their performeaeaot included below. Past
performance is no guarantee of future results.

Multiple of

Inception Amount Fair Value of Investments Gross Invested

Public Markets Investment Funds Date Commitment Invested Realized Unrealized  Total Value IRR* Net IRR* Capital**

($ in Millions)

Special Situations Fur Dec12 $ 1967. $1,183.! $ 32 % 1,338.. $ 1,341  46.9% 27.(% 1.1
Mezzanine Partnel Mar-10 987.( 542.; 163.2 578.% 7415 19.2% 11.%% 1.4
Lending Partner Dec-11 417.5 345t 39.7 375.% 415.¢ 16.(% 12.% 1.2
All Funds $ 3,372 $2,071.. $ 2061 $ 2292 $ 2,498 1.2

* IRRs measure the aggregate annual compoundamhsegenerated by a fursdinvestments over a holding period. Net IRRs prieskare calculated after giving eff
to the allocation of realized and unrealized cdrigterest and the payment of any applicable managéefees. Gross IRRs are calculated before gieffegt to the
allocation of carried interest and the paymentyf applicable management fees.

** The multiples of invested capital measure thgragate returns generated by a fund’s investmardbsolute terms. Each multiple of invested castablculated by
adding together the total realized and unrealizddes of a fund’s investments and dividing by thitaltamount of capital invested by the fund. Sumioants do not give effect to
the allocation of any realized and unrealized retum a fund’s investments to the fund’s generghpapursuant to a carried interest or the payraganhy applicable management
fees.

For the period beginning in June 2004 through M&th2014, KKR Prisma’s Low Volatility strategy, igh consists of the majority of
KKR Prisma’s AUM and FPAUM, generated a gross atlined return of 7.8%. As of March 31, 2014, KKRg$Pna managed $10.5 billion of
AUM.
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The table below presents information as of March281.4 relating to our Public Markets vehicles:

Incentive Fee /

Typical Mgmt Carried Preferred Duration

($ in millions) AUM FPAUM Fee Rate Interest Return of Capital

KEN $ 231¢$ 2,31¢ 1.75% 25.00% 8.00% Indefinite (1)

Leveraged Credi!

Leveraged Credit SMASs/Fun 8,50¢ 8,037  0.50%-1.50% Various (2) Various (2) Subject to redemptior
CLO's 11,68¢ 6,84 0.50% Various (2) Various (2) 1C-14 Years (3
Total Leveraged Cred 20,19« 14,88(

Alternative Credit (4 5,33¢ 4,477 0.75%1.50% (5) 10.0(-20.00% 8.0(-12.00% 8-15 Years (3

Long/Short Equitie:! 462 34C 1.25%-1.50%  17.5(-20.00% N/A Subject to redemptior

Hedge Fund Solutior 10,45¢ 10,45C 0.50%-1.50% Various (2) Various (2) Subject to redemptior

Corporate Capital Trust (¢ 2,131 2,131 1.00% 10.00% 7.00% 7 years (6

Other 85¢ 80€  0.50%-1.50% Various Various Various

Total $ 41,75 $ 35,40!

(1) The management agreement may be terminated ofityiited circumstances and, except for a termina#idsing from certain events
of cause, upon payment of a termination fee to KRR.April 30, 2014, we completed our merger withNKRefer to “ — Segment
Analysis — Public Markets Segment” for a discussibhow the merger may impact AUM and FPAUM.

(2 Certain funds and CLOs are subject to a performéee which the manager or general partner ofuhes share in up to 20% of
the net profits earned by investors in excess dbpmance hurdles (generally tied to a benchmarkadex) and subject to a provision
requiring the funds and vehicles to regain priesks before any performance fee is earned.

3) Term for duration of capital is since inceptioncéption dates for CLOs were between 2004 and 20d3a separately managed
accounts and funds investing in alternative creflittegies from 2009 through 2013.

4 AUM and FPAUM include all assets invested by vedsdhat principally invest in alternative creditstgies, respectively, and
consequently may include a certain amount of asise¢sted in other strategies.

(5) Lower fees on uninvested capital in certain velicle

(6) Corporate Capital Trust is a BDC sallvised by KAM. By December 31, 2018, the capitahie Corporate Capital Trust vehicle n

have an indefinite duration. This vehicle investboth leveraged credit and alternative creditsgies.

Capital Markets and Principal Activities

Our Capital Markets and Principal Activities segmesmbines KKR’s principal assets with our globapital markets business.
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Our capital markets business supports our firm,pautfolio companies and third-party clients by dieping and implementing both
traditional and non-traditional capital solutioms lnvestments or companies seeking financing. @lsesvices include arranging debt and
equity financing for transactions, placing and umdging securities offerings and providing othgpés of capital markets services. When we
underwrite an offering of securities or a loan dirm commitment basis, we commit to buy and selissue of securities or indebtedness and
generate revenue by purchasing the securitieddebiedness at a discount or for a fee. When wig @t agency capacity, we generate reve
for arranging financing or placing securities obteith capital markets investors. To allow us &org out these activities, we are registered ot
authorized to carry out certain broker-dealer @iy in various countries in North America, Eurppsia-Pacific and the Middle East. Our
third party capital markets activities are gengradirried out through Merchant Capital Solutiongd, la joint venture with two other
unaffiliated partners, and non-bank financial comes, or NBFCs, in India.

KKR'’s principal assets, which include investmem®ur investment funds, co-investments in certairfplio companies of such funds
and CLOs, provide us with a significant sourceajital to further grow and expand our businessgemee our participation in our existing
portfolio of businesses and further align our iagts with those of our fund investors and othéeettalders. The majority of our principal as:
consist of general partner interests in KKR invesitfunds, limited partner interests in certain KgiRzate equity funds, co-investments in
certain portfolio companies of such private eqéutyds, and other assets we acquired in the KPEs@rdion, with the remaining holdings
consisting primarily of assets held in the develeptrof our business, including seed capital for seategies, CLOs and other opportunistic
investments. We believe that the market experianceskills of professionals in our capital markmisiness and the investment expertise of
professionals in our Private Markets and Public kdts segments will allow us to continue to grow diversify this asset base over time.

Business Environment

As a global investment firm, we are affected byafinial and economic conditions in North and Southefica, Europe, Asia-Pacific and
elsewhere in the world. Global and regional ecoraronditions have a substantial impact on our fifercondition and results of operations,
impacting both the success of the investments wieeraa well as our ability to exit these investmemiditably and to make new investments.
While certain economies experienced moderate eiqraims 2013, the current global economic environtrremains uncertain. The European
economy showed signs of recovery with positive Gjp®wth in the last three quarters of 2013, butdlemtinue to be signs of weakness. Fol
example, unemployment, particularly in Spain, Itahd Greece, remains high. A major slowdown inrging markets growth, particularly in
China, could negatively impact European exportseeially given the persistent relative strengthhef euro. The monetary policy of the
European Central Bank has also been relativelydggsessive than that of the U.S. Federal ReserBaik of Japan, and European banks
continue to be reluctant to lend to certain arddkeprivate sector. Through the course of 20ik8af restraint, deficit reductions, and central
bank support have alleviated some of the stresggdarowing costs have receded. However, thesesssay resurface if there is not
continual progress in structural reforms, fiscatgmidation, and other matters, and the long-taratess and efficacy of these reforms remain
to be seen. Ongoing austerity and deleveraginigemeveloped world are likely to persist in therrteam, but at a slower pace. Importantly,
periods of deleveraging tend to be accompaniedérgased volatility in the global capital markethjch may pose downside risk to the
economic outlook. Growth in Asian economies is rdiXeor example, the rate of real gross domestidymbgrowth in China remains lower
compared to the pace of growth in prior years.dditton, the new Chinese leadership has signaledithreform agenda is more important t
growth, and regulatory and structural adjustmeatgdccfurther impair growth. The Chinese governnmaay now be more willing to allow for
more managed defaults and larger investor losseedi issues become more commonplace. The finbperformance of our portfolio
companies in the Chinese financial industry wowddabiversely affected by an increase in defaults oaerall slower growth in China would
adversely affect the performance outlook of outfpio companies doing business in the region ngeneerally. While the U.S. economy grew
moderately in 2013 and into 2014, it continuesdadstrained by various headwinds. For exampleewimiemployment has declined, the
unemployment rate remains elevated and businesslisigehas been cautious. The U.S. Federal Resasralbo announced a shift in monetary
policy by suggesting that economic conditions n@ysbme time warrant keeping the target federad$uate below what the Federal Open
Market Committee views as normal in the longer tncertainty surrounding interest rate policy a8l we the pace and
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timing of the tapering of quantitative easing cocddise interest rates to rise which could adversfédet our investments.

In addition, foreign exchange rates can materiatiyact the valuations of our investments that amodhinated in currencies other than
the U.S. dollar, and rising U.S. interest rates megatively impact certain foreign currencies theggpend upon foreign capital flows. For a
discussion of exchange rate risks, see “Quantéatind Qualitative Disclosure about Market Risk —elinge Rate Risk” in this report and in
our Annual Report on Form 10K for the fiscal yeaded December 31, 2013. Furthermore, higher isteates and weaker currencies in som
emerging market economies may increase countryutlefsk. Within credit markets, spreads have tigigd significantly while issuance
reached record levels in 2013. If interest rates sharply, or growth remains weak, default risly mige. Moreover, the level of investment
activity in our Private Markets business rose agfais quarter, with committed dollars invested af3billion for the quarter ended March 31,
2014; however, levels of transaction activity ae@erally volatile, and reduced levels of transactotivity tend to result in a reduced amount
of transaction fees and potential future investngams. In recent quarters M&A activity appearbiéve increased, and we have also
experienced an increased level of realization &gtim our private equity portfolio companies. &nMarch 31, 2014 to May 1, 2014, we have
sold or received dividends from five private eqyitytfolio companies and announced an additional $ales, which are subject to close. S
sales, however, are episodic and volatile and rdiigvels of sale activity in future quarters wordduce transaction fees, realized carry and
distributions.

In addition to economic conditions, global equitankets also have a substantial effect on our filgdueondition and results of
operations, as equity prices, which have been amdaontinue to be volatile, significantly impacethaluation of our portfolio companies and,
therefore, the investment income that we recogiiee our investments that are publicly listed amasthave readily observable market prices,
global equity markets have a direct impact on v#édma For other investments, these markets havadirect impact on valuation as we
typically utilize a market multiples valuation appch as one of the methodologies to ascertaivédhie of our investments that do not have
readily observable market prices. In addition,rémeptivity of equity markets to initial public effngs, or IPOs, as well as subsequent equity
offerings by companies already public, impactsatility to realize investment gains. For example,a@mpleted IPOs for Santander Const
USA (NYSE: SC) and Pets at Home Group Plc (LES: $Eand five secondary offerings during the firsader of 2014, although such leve
activity may not be sustainable in future quarters.

Notwithstanding the trends described above, glehalty markets generally rose in the quarter eidarth 31, 2014, with the S&P 500
Index up 1.8% and the MSCI World Index up 1.4%. iBgonarket volatility rose slightly during the quer as evidenced by the Chicago Board
Options Exchange Market Volatility Index, or theXyla measure of volatility, began the quarter a723nd ended at 13.88 on March 31,
2014, for an increase of 1.2%. The below investrgeadie credit markets also appreciated, with th®/8&TA Leveraged Loan Index up 1.2%
and the BoOAML HY Master Il Index up 3.0% during thearter ended March 31, 2014, respectively.

Conditions in global credit markets also have astattial effect on our financial condition and fésof operations. We rely on the
ability of our funds to obtain committed debt fiamg on favorable terms in order to complete neiwgbe equity and other transactions.
Similarly, our portfolio companies regularly recpigccess to the global credit markets in ordebtaio financing for their operations and to
refinance or extend the maturities of their outdiag indebtedness. To the extent that conditiorieéncredit markets render such financing
difficult to obtain or more expensive, this may atgely impact the operating performance and vadnatof those portfolio companies and,
therefore, our investment returns on our fundsddition, during economic downturns or periodsloivseconomic growth, the inability to
refinance or extend the maturities of portfolio gany debt (and thereby extend our investment hglgeriod) may hinder our ability to real
investment gains from these portfolio companieswd@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 cémitlose portfolio companies would be
expected to increase under the discounted cashdff@lysis, and this effect would negatively impaetr valuations if not offset by other
factors. Conversely, a fall in interest rates casifively impact valuations of certain portfoliorapanies if not offset by other factors. These
impacts could be substantial depending upon theninate 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 approay, yield different and offsetting
results. For example, the positive impact of fgllinterest rates on discounted
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cash flow valuations may offset the negative immdiche market multiples valuation approach and nesylt in less of a decline in value than
for those investments that had a readily observalaléket price. Finally, low interest rates relateanonetary stimulus and economic stagne
may also negatively impact expected returns omedistments, as the demand for relatively hightrneassets increases and supply decreas

Our Public Markets segment manages a number otfand other accounts that invest capital in a tyadgecredit and equity strategies,
including leveraged loans, high yield bonds andzaaine debt. As a result, conditions in global ttradd equity markets have a direct impact
on both the performance of these investments dsawehe ability to make additional investmentdarorable terms in the future.

In addition, our Capital Markets and Principal Aities segment generates fees through a variedgtofities in connection with the
issuance and placement of equity and debt secuadtid credit facilities, with the size of fees gatig correlated to overall transaction sizes
a result, the conditions in global equity and dretkirkets, as well as transaction activity in otivdte Markets segment and to a lesser extent,
Public Markets segment, impact both the frequemelysaze of fees generated by this segment.

Finally, conditions in commodity markets impact fie¥formance of our portfolio companies in a varigtways, including through the
direct or indirect impact on the cost of the inpuged in their operations as well as the pricind rofitability of the products or services that
they sell. The price of commodities has historicakten subject to substantial volatility, which amgmther things, could be driven by
economic, monetary, political or weather relatextdes. If certain of our portfolio companies arahle to raise prices to offset increases in the
cost of raw materials or other inputs, or if consusndefer purchases of or seek substitutes fauritducts of such portfolio companies, such
portfolio companies could experience lower operpimitome which may in turn reduce the valuatiothoke portfolio companies. However,
the results of operations and valuations of ceméiour other portfolio companies, for example #hos/olved in the development of oil and
natural gas properties, may benefit from an inaeasuffer from a decline in commaodity pricesphrticular, our Private Markets portfolio
contains several real asset investments whosesraheeinfluenced by the price of natural gas ahdhile near term natural gas and oil prices
generally rose during the quarter ended March 8142long term pricing of such real assets wasdmgpgarison more stable. The valuations of
these real asset investments generally increadecoease with the increase or decrease, respgctfeduch long term commodities prices as
well as individual company performance. Furthermasewe make additional investments in oil andagaspanies and assets, the value of our
portfolio may become increasingly sensitive toamit gas prices.

Basis of Accounting

We consolidate our financial results of the KKR @vdPartnerships and their consolidated subsidiasibih include the accounts of ¢
management and capital markets companies, theajgratners of certain unconsolidated funds andclet) general partners of consolidated
funds and their respective consolidated funds @&mhio other entities including certain consolida@.Os.

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 consolidatgdithstanding the fact that we may hold only a onity economic interest or non-economic
variable interest in those entities. In particutae majority of our consolidated funds consisturfds in which we hold a general partner or
managing member interest that gives us substaotintolling rights over such funds. With respecotw consolidated funds and vehicles, we
generally have operational discretion and contmod] fund investors have no substantive rights fmaithongoing governance and operating
activities of the fund, including the ability tomn@ve the general partner, also known as kick-ghttsi As of March 31, 2014, our Private
Markets segment included 21 consolidated investgnts and 17 unconsolidated co-investment vehi€es Public Markets segment
included 11 consolidated investment vehicles, idicig CLOs, and 69 unconsolidated vehicles.

When an entity is consolidated, we reflect the sséabilities, fees, expenses, investment incame cash flows of the consolidated
entity on a gross basis. While the consolidatioa obnsolidated fund or entity does not have agcefin the amounts of net income attribut:
to KKR or KKR’s partnerstapital that KKR reports, the consolidation dogm#icantly impact the financial statement preséata This is du
to the fact that the assets,
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liabilities, fees, expenses and investment incoftbenconsolidated funds and entities are refleoted gross basis while the allocable share o
those amounts that are attributable to third padie reflected as single line items. The single iems in which the assets, liabilities, fees,
expenses and investment income attributable td tharties are recorded are presented as noncamgrositerests or appropriated capital on the
consolidated statements of financial condition aetlincome attributable to noncontrolling interemtsthe consolidated statements of
operations. For a further discussion of our codstion policies, see “—Critical Accounting Policie€onsolidation.”

Key Financial Measures
Fees

Fees consist primarily of (i) transaction fees edrim connection with successful investment tratimas and from capital markets
activities, (ii)) management and incentive fees frmoviding investment management services to uralmaed funds, a specialty finance
company, CLOs and other vehicles, and separatehagel accounts, (iii) monitoring fees from provigservices to portfolio companies, and
(iv) consulting and other fees earned by consaidiantities from providing advisory and other segsi These fees are based on the contre
terms of the governing agreements and are recagimihen earned, which coincides with the periodrdpvihich the related services are
performed and in the case of transaction fees, gfasing of the transaction. Monitoring fees magyide for a termination payment following
an initial public offering or change of control. d¢e termination payments are recognized in thegevhen the related transaction closes.

Fees reported in our consolidated financial statésn@o not include the management or incentive thegtswe earn from consolidated
funds and other entities, because those feesiarmated in consolidation. However, because thoaeagement fees are earned from, and
funded by, third-party investors who hold noncollitng interests in the consolidated funds and &gjtnet income attributable to KKR is
increased by the amount of the management feearthatiiminated in consolidation. Accordingly, vwehihe consolidation of funds and other
entities impacts the amount of fees that are rezedrin our financial statements, it does not affee ultimate amount of net income
attributable to KKR or KKR’s partners’ capital.

For a further discussion of our fee policies, seeCritical Accounting Policies—Revenue Recognition.”
Expenses
Compensation and Benefits

Compensation and benefits expense includes caspermation consisting of salaries, bonuses, andibgres well as equity-based
compensation consisting of charges associatedthétiresting of equity-based awards and carry plbatations.

All KKR principals and other employees of certaomsolidated entities receive a base salary thadits by KKR or its consolidated
entities, and is accounted for as compensatiorbandfits expense. These employees are also eligibézeive discretionary cash bonuses
based on performance, overall profitability andeotimatters. While cash bonuses paid to most emedogee borne by KKR and certain
consolidated entities and result in customary carapgion and benefits expense, cash bonuses thaaidre certain of KKR’s principals are
currently borne by KKR Holdings. These bonusesfaneed with distributions that KKR Holdings receiven KKR Group Partnership Units
held by KKR Holdings but are not then passed dmaiders of unvested units of KKR Holdings. BecakiB&R principals are not entitled to
receive distributions on units that are unvestegl,amounts allocated to principals in excess afirecjpal’s vested equity interests are reflectec
as employee compensation and benefits expensee Thagpensation charges are recorded based onvhsted portion of quarterly earnings
distributions received by KKR Holdings at the tiwfethe distribution.

With respect to KKR’s active and future funds andimvestment vehicles that provide for carriediegt, KKR allocates to its principals
and other professionals a portion of the carri¢er@st earned as part of its carry pool. KKR cutyeallocates approximately 40% of the carry
it earns from these funds and vehicles to its carry
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pool. For the purpose of the discussion under “—sbtidated Results of Operations,” these amounta@reunted for as compensatory profit-
sharing arrangements in conjunction with the rela@ried interest income and recorded as compensatd benefits expense for KKR
employees and general, administrative and othegresgfor certain non-employee consultants andaeprioviders in the consolidated
statements of operations. However, for the purpobése discussion under “—Segment Analysis,” cgwyl allocations are recorded as a
component of Investment Income (LosS).

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 servicgmedétion and amortization charges,
changes in fair value of contingent consideratiot ather general and operating expenses whichareanne by fund investors and are not
offset by credits attributable to fund investorshiontrolling interests in consolidated funds. Gahedministrative and other expense also
consists of costs incurred in connection with pimgypotential investments that do not result in pteted transactions, a substantial portion of
which are borne by fund investors.

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

Net gains (losses) from investment activities ceinsf realized and unrealized gains and lossemgrisom our investment activities. The
majority of our net gains (losses) from investmactivities are related to our private equity inmesihts. Fluctuations in net gains (losses) from
investment activities between reporting perioddrigen primarily by changes in the fair value of dwvestment portfolio as well as the
realization of investments. The fair value of, asdlwas 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, previousigagnized unrealized gains and losses are revangkdn offsetting realized gain or loss is
recognized in the current period. Since our investis are carried at fair value, fluctuations betwgeriods could be significant due to chan
to the inputs to our valuation process over tin@.dfurther discussion of our fair value measumsand fair value of investments, see “—
Critical Accounting Policies—Fair Value Measurenght

Dividend Income

Dividend income consists primarily of distributiotiat investment funds receive from portfolio comipa in which they invest. Divide
income is recognized primarily in connection withdispositions of operations by portfolio compani6i) distributions of excess cash
generated from operations from portfolio companieg (iii) other significant refinancings undertakgnportfolio companies.

Interest Incomt

Interest income consists primarily of interest tisateceived on our cash balances, principal asset€redit instruments in which our
consolidated funds and other entities invest.

Interest Expens

Interest expense is incurred from debt issued birKétedit facilities entered into by KKR, debt setes issued by consolidated CLOs
and financing arrangements at our consolidatedsfemdered into with the objective of enhancingnetior managing cash flow. Debt secur
issued by consolidated CLOs are supported solethdynvestments held at the CLO vehicles and ateailateralized by assets of any other
KKR entity. Our obligations under financing arranggnts at our consolidated funds are generallydichib our pro-rata equity interest in such
funds. Our management companies bear no obligatigth respect to financing arrangements at ousaclisiated funds. In addition to these
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interest costs, we capitalize debt financing costsrred in connection with new debt arrangeme®iteh costs are amortized into interest
expense using either the interest method or tlagbtrline method, as appropriate. See “—Liquidity”

Income Taxe

The KKR Group Partnerships and certain of theisgdibries operate in the United States as partipr$br U.S. federal income tax
purposes and as corporate entities in non-U.&diations. Accordingly, these entities, in someesasire subject to New York City
unincorporated business taxes, or hhf- income taxes. Furthermore, we hold our intéregne of the KKR Group Partnerships through K
Management Holdings Corp., which is treated asrparation for U.S. federal income tax purposes, @mtihin other wholly-owned
subsidiaries of the KKR Group Partnerships areadikas corporations for U.S. federal income tayppses. Accordingly, such wholly-owned
subsidiaries of KKR, including KKR Management Haolgs Corp., and of the KKR Group Partnerships, abgest to federal, state and local
corporate income taxes at the entity level andefated tax provision attributable to KKR’s shafdhis income is reflected in the financial
statements. We also generate certain interest ie¢oraur unitholders and interest deductions to Kd&hagement Holdings Corp.

We use the asset and liability method to accouninflome taxes in accordance with GAAP. Under thiéthod, deferred tax assets and
liabilities are recognized for the expected futiawe consequences of differences between the cgrarimounts of assets 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 enactefibriel tax assets are reduced by a valuation aflogvahen it is more likely than not that
or a portion of the deferred tax assets will notdsdized.

Tax laws are complex and subject to different jmtetations by the taxpayer and respective govertahtaxing authorities. Significant
judgment is required in determining tax expenseiarglaluating tax positions including evaluatinmgartainties. 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 noncontrollinteirests represents the ownership interests thiicehird parties hold in entities that
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 attributalffeese interests is accounted for as net incéwss)(attributable to noncontrolling interests.
Historically, the amount of net income (loss) &ititable to noncontrolling interests has been satiataand has resulted in significant charges
and credits in the statements of operations. Gilrerconsolidation of certain of our investment fairadhd the significant ownership interests in
our KKR Group Partnerships held by KKR Holdings, epect this activity to continue.

Appropriated Capita

Appropriated capital represents the difference betwthe fair value of consolidated CLO assets haddir value of consolidated CLO
liabilities that is attributable to third party érest holders. Changes in appropriated capitaltrssm changes in the fair value of the
underlying assets and liabilities of the consobda€LO vehicles and the amount of net income (losH)e consolidated CLOs that is attribL
to third party interests will be reflected in netdome (loss) attributable to noncontrolling intéseend appropriated capital in the condensed
consolidated statements of operations to arriw@asolidated net income (loss) attributable to KKRo. L.P.

Segment Operating and Performance Measu

The segment key performance measures that follewsed by management in making operating and resa@ployment decisions as
well as assessing the overall performance of eaBlKR'’s reportable business segments. The repa@tapgments for KKR'’s business are
presented prior to giving effect to the allocataiincome (loss) between KKR & Co. L.P. and KKR Hiolgs L.P. and as such represent the
business in total. In addition, KKR’s
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reportable segments are presented without givifegieto the consolidation of the funds or CLOs tKKR manages.

Certain of the following financial measures in théport are calculated and presented using metbgs other than in accordance with
GAAP. We believe that providing these performaneasures on a supplemental basis to our GAAP rasuitdpful to unitholders in
assessing the overall performance of KKR’s busiegsBhese financial measures should not be coesider a substitute for similar financial
measures calculated in accordance with GAAP iflalsbg. We caution readers that these non-GAAP tirrdmeasures may differ from the
calculations of other investment managers, andrasut, may not be comparable to similar measpresented by other investment managers
Reconciliations of these non-GAAP financial measuecethe most directly comparable financial measgedculated and presented in
accordance with GAAP, where applicable, are indiudéhin “Financial Statements and SupplementartaBaNote 13. Segment Reporting”
and later in this report under “—Segment Book V&lue

Total Distributable Earnings

Total distributable earnings is the sum of (i) felated earnings, (ii) carry distributions receivezin KKR'’s investment funds which
have not been allocated as part of its carry podl(&i) net realized principal investment inconhess (i) applicable local income taxes, if any,
and (i) noncontrolling interests. We believe thisasure is useful to unitholders as it providesppkemental measure to assess performance,
excluding the impact of mark-to-market gains (Ie3sand also assess amounts available for diswibtt KKR unitholders. However, total
distributable earnings is not a measure that caeslactual distributions under KKR’s current disttion policy.

Fee Related Earning¢FRE")

Fee related earnings is comprised of segment éssssegment expenses (other than certain compenaati general and administrative
expenses incurred in the generation of net realirigxtipal investment income). This measure is usethanagement as an alternative
measurement of the operating earnings of KKR anbusiness segments before investment income. Wed¢his measure is useful to
unitholders as it provides additional insight ithe operating profitability of our fee generatingmagement companies and capital markets
businesses. The components of FRE on a segmeastdifisr from the equivalent GAAP amounts on a otidated basis as a result of: (i) the
inclusion of management fees earned from conselitatnds that were eliminated in consolidation;ttie exclusion of fees and expenses of
certain consolidated entities; (iii) the exclusafrcharges relating to the amortization of intatgydssets; (iv) the exclusion of charges relating
to carry pool allocations; (v) the exclusion of amash equity charges and other non-cash compengdtarges borne by KKR Holdings or
incurred under the KKR & Co. L.P. 2010 Equity Intiea Plan (“Equity Incentive Plan”); (vi) the exdion of certain reimbursable expenses;
and (vii) the exclusion of certain non-recurringnits.

Economic Net Income (Los¢ENI")

Economic net income (loss) is a measure of prdfitatior KKR’s reportable segments and is usechignagement as an alternative
measurement of the operating and investment eamihiKR and its business segments. We believentieigsure is useful to unitholders as it
provides additional insight into the overall prafiility of KKR’s businesses inclusive of investmémtome and carried interest. ENI is
comprised of: (i) FRE; plus (ii) segment investmigitome (loss), which is reduced for carry poabeditions, management fee refunds, interes
expense and certain compensation and general amdiatfative expenses incurred in the generationedfrealized principal investment
income; less (iii) certain economic interests inFKK segments held by third parties. ENI differsfraet income (loss) on a GAAP basis as a
result of: (i) the exclusion of the items refertedn FRE above; (ii) the exclusion of investmemame (loss) relating to noncontrolling
interests; and (iii) the exclusion of income taxes.
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The following table provides a reconciliation oftNlecome (Loss) Attributable to KKR & Co. L.P. orGRAAP basis to ENI, FRE and
Total Distributable Earnings:

Three Months Ended March 31,

2014 2013
($ in thousands)
Net income (loss) attributable to KKR & Co. L.P. $ 210,04. $ 193,43¢
Plus: Net income (loss) attributable to nonconimglinterests held by KKR Holdings L. 300,81 334,11:
Plus: Nor-cash equity based charg 77,52¢ 81,65(
Plus: Amortization of intangibles and other, 20,16¢ 29,18t
Plus: Income taxe 21,70: 9,35¢
Economic net income (loss 630,25: 647,74,
Plus: Income attributable to segment noncontroliimgrests 3,20z 1,101
Less: Investment income (los 481,73t 560,84
Fee related earnings 151,71¢ 88,00(
Plus: Realized cash carry, net of realized casty edliocated to carry por 116,13( 52,90(
Plus: Net realized principal investment inco 192,89:. 153,15¢
Less: Local income taxes and noncontrolling intesr 13,93: 3,44
Total distributable earnings $ 446,80( $ 290,61«

Assets Under Managemef'AUM")

Assets under management represent the assets fianin KKR is entitled to receive fees or a carristbiest and general partner capital.
We believe this measure is useful to unitholderis povides additional insight into KKR’s capitalising activities and the overall activity in
its investment funds. KKR calculates the amoumdM as of any date as the sum of: (i) the fair eatif the investments of KKR'investmen
funds plus uncalled capital commitments from tHesels; (i) the fair value of investments in KKREs-investment vehicles; (iii) the net asset
value of certain of KKR’s credit products; (iv) tkielue of outstanding CLOs; and (v) the fair vadfi®ther assets managed by KKR. KKR'’s
definition of AUM is not based on any definition AUM that may be set forth in the agreements gangrthe investment funds, vehicles or
accounts that it manages or calculated pursuaamyaegulatory definitions.

Fee Paying AUM“FPAUM”)

Fee paying AUM represents only those assets undeagement from which KKR receives fees. We belthismeasure is useful to
unitholders as it provides additional insight itite capital base upon which KKR earns managemest fehis relates to KKR’s capital raising
activities and the overall activity in its investmidunds, for only those funds where KKR receivessf(i.e., excluding vehicles that receive «
carried interest or general partner capital). FPAIdIthe sum of all of the individual fee bases #rat used to calculate KKR's fees and differs
from AUM in the following respects: (i) assets fravhich KKR does not receive a fee are excluded, @gsets with respect to which it recei
only carried interest) and (ii) certain assetspprily in its private equity funds, are reflecteasbd on capital commitments and invested capit:
as opposed to fair value because fees are not tetbhg changes in the fair value of underlying stugents.

Committed Dollars Invested

Committed dollars invested is the aggregate amolc&pital commitments that have been invested KRS investment funds and
carry-yielding co-investment vehicles and is used aneasure of investment activity for KKR anditsiness segments during a given period.
We believe this measure is useful to unitholderi$ povides additional insight into KKR'’s investmisof committed capital. Such amounts
include: (i) capital invested by fund investors aadinvestors with respect to which KKR is entitteda carried interest and (ii) capital investec
by KKR’s investment funds.
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Gross Dollars Invested

Gross dollars invested is the aggregate amourdpfal that has been invested by all of KAM'’s invaesnt vehicles in our private credit
non-liquid strategies and is used as a measurereiment activity for KAM in a given period. Weliege this measure is useful to unitholders
as it provides additional insight into KAM’s invesént of capital across its private credit non-léhsirategies for all the investment vehicles
which it manages. Such amounts include capitalstaceby fund investors and co-investors with resfmeahich KAM is entitled to a fee or
carried interest.

Syndicated Capital

Syndicated capital is generally the aggregate atnafurapital in transactions originated by KKR istment funds and carry-yielding co-
investment vehicles, which has been distributetthitd parties in exchange for a fee. It does noliide (i) capital invested in such transactions
by KKR investment funds and carry-yielding co-inweent vehicles, which is instead reported in corteditollars invested and (ii) debt
capital that is arranged as part of the acquisfiimencing of transactions originated by KKR invesnt funds. Syndicated capital is used as a
measure of investment activity for KKR and its mesis segments during a given period, and we belietehis measure is useful to
unitholders as it provides additional insight ifggels of syndication activity in KKR’s Capital Maats and Principal Activities segment and
across its 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 partnecoidribute capital to fund future investments. Védidve this measure is useful to unitholc
as it provides additional insight into the amouhtapital that is available to KKR’s investment flato make future investments.

Adjusted Units

Adjusted units are used as a measure of the tptétlyeownership 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 is Ugefinitholders as it provides an indication
of the total equity ownership of KKR as if all otztsding KKR Holdings units and other exchangeabtaisties had been exchanged for
common units of KKR & Co. L.P.

Book Value

Book value is a measure of the net assets of KKépsrtable segments and is used by managementrjlyimaassessing the unrealized
value of our investment portfolio, including cadimterest, as well as our overall liquidity pasiti We believe this measure is useful to
unitholders as it provides additional insight ithe assets and liabilities of KKR excluding theeasand liabilities that are allocated to
noncontrolling interest holders. Book value difffiem KKR & Co. L.P. partnerstapital on a GAAP basis primarily as a result @ ¢#xclusiol
of ownership interests attributable to KKR Holdings

Cash and Short-Term Investments

Cash and short-term investments represent caskhaand short-term investments in high-grade, shrtation cash management
strategies used by KKR to generate additional yaglabur excess liquidity and is used by manageinesaluating KKR'’s liquidity position.
We believe this measure is useful to unitholderis povides additional insight into KKR’s availabliquidity. Cash and shotérm investment
differ from cash and cash equivalents on a GAARsteas a result of the inclusion of liquid shortrteinvestments in cash and short-term
investments. The impact that these liquid shoriitenvestments have on cash and cash equivalerd<3¥AP basis is reflected in the
consolidated statements of cash flows within céshd from operating activities. Accordingly, thecixsion of these investments from cash
cash equivalents on a GAAP basis has no impact on

78




Table of Contents

cash provided (used) by operating activities, itimgsactivities or financing activities. As of Mdr@&1, 2014, we had cash and short-term
investments on a segment basis of approximatell l§ifion. Excluding approximately $0.8 billion 6§uid short-term investments, cash and
short-term investments may be reconciled to cadlhcash equivalents of approximately $1.3 billioro&March 31, 2014.

Unaudited Condensed Consolidated Results of Operatis

The following is a discussion of our condensed obidated results of operations for the three moetided March 31, 2014 and 2013.
You should read this discussion in conjunction vifith consolidated financial statements and relatees included elsewhere in this report.
a more detailed discussion of the factors thattdfithe results of operations of our three busisegments in these periods, see “—Segment
Analysis.”

The following tables set forth information regamgliour results of operations for the three montldedrMarch 31, 2014 and 2013.

Three Months Ended March 31,
2014 2013
(% in thousands)

Revenues
Fees $ 302,92¢ $ 151,24(
Expenses
Compensation and Benef 331,03t 331,12:
Occupancy and Related Chart 15,40¢ 14,52:
General, Administrative and Oth 126,72! 93,68¢
Total Expenses 473,17: 439,33(
Investment Income (Loss!
Net Gains (Losses) from Investment Activit 1,972,18! 2,269,81
Dividend Income 96,70 39,46¢
Interest Incom: 161,96( 109,36
Interest Expens (34,73) (23,029
Total Investment Income (Loss) 2,196,11. 2,395,63
Income (Loss) Before Taxe 2,025,861 2,107,54.
Income Taxes 21,70 9,35¢
Net Income (Loss) 2,004,161 2,098,18!
Net Income (Loss) Attributable to Redeemable Notraiing Interests 10,631 24,62
Net Income (Loss) Attributable to Noncontrollingenests and Appropriated
Capital 1,783,48: 1,880,12.
Net Income (Loss) Attributable to KKR & Co. L.P. $ 210,04 $ 193,43
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Three months ended March 31, 2014 compared to thremths ended March 31, 2013
Fees

Fees were $302.9 million for the three months erdarth 31, 2014, an increase of $151.7 million, paned to fees of $151.2 million
for the three months ended March 31, 2013. Théneetase was primarily due to an increase in tretimafees of $116.8 million and an
increase in management fees of $9.2 million. Tleeei@se in transaction fees was primarily driveribyncrease in the size and number of fee:
generating investments completed during the threetins ended March 31, 2014 in our Private Markeggreent. During the three months
ended March 31, 2014, in our Private Markets Segineme were 8 transaction fee-generating investsneith a total combined transaction
value of approximately $8.5 billion compared tad&saction fee-generating investments with a tmaibined transaction value of
approximately $0.8 billion during the three monémsled March 31, 2013. Transaction fees vary bysiment based upon a number of factors
the most significant of which are transaction sthe,particular discussions as to the amount ofes, the complexity of the transaction and
KKR’s role in the transaction. The increase imagement fees was primarily the result of new ehpitised primarily in our Public Markets
segment and to a lesser extent the acquisitiornvoté

Expense:

Expenses were $473.2 million for the three monttded March 31, 2014, an increase of $33.9 milllmmpared to $439.3 million for
the three months ended March 31, 2013. The increaserimarily due to an increase in general, attrative and other expenses of
$33.0 million, reflecting an increase in professibgervices fees in connection with the growth wflousiness and to a lesser extent the
acquisition of Avoca.

Net Gains (Losses) from Investment Activi

Net gains from investment activities were $2.0idilfor the three months ended March 31, 2014 casdae of $0.3 billion compared to
$2.3 billion for the three months ended March 3112 The following is a summary of net gains (Iea3$Bm investment activities:

Three Months Ended

March 31,
2014 2013
(% in thousands)
Private Equity Investmen $ 1,680,520 $ 1,907,72
Other Net Gains (Losses) from Investment Activi 291,65: 362,09(
Net Gains (Losses) from Investment Activit $ 1,972,180 $ 2,269,81

The majority of our net gains (losses) from investinactivities relate to our private equity poritfiolThe following is a summary of the
components of net gains (losses) from investmetities for private equity investments which ilttates the variances from the prior period.
See “—Segment Analysis—Private Markets Segmentfugher information regarding gains and lossesunprivate equity portfolio.
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Three Months Ended

March 31,
2014 2013
(% in thousands)

Realized Gain $ 1,330,388 $ 891,92

Unrealized Losses from Sales of Investments andizaéian of Gains (a (1,230,79) (737,696

Realized Losse (695,319 —

Unrealized Gains from Sales of Investments andiRsain of Losses (k 695,31¢ —

Unrealized Gains from Changes in Fair Va 2,097,301 2,382,13

Unrealized Losses from Changes in Fair V¢ (516,379 (628,647

Net Gains (Losses) from Investment Activit- Private Equity and Real

Assets Investmen $ 1,680,52! $ 1,907,72
€) Amounts represent the reversal of previously rezmghunrealized gains in connection with realizagwents where such gains
become realized.

(b) Amounts represent the reversal of previously re@aghunrealized losses in connection with realimatvents where such losses

become realized.

The most significant driver of net gains (losseghf investment activities for the three months enldarch 31, 2014 is related to
unrealized gains and losses from changes in fhievia our private equity investments. The net alized investment gains in our private
equity portfolio were driven primarily by net untiead gains of $0.6 billion, $0.5 billion and $®8lion in our 2006 Fund, European Fund IlI
and Asian Fund, respectively. Approximately 31%haf net change in value for the three months eiiedh 31, 2014 was attributable to
changes in share prices of various publicly-listeegstments, the most significant of which werengain NXP Semiconductors N.V.
(NASDAQ: NXPI), HCA, Inc. and Pets at Home Group.Plhese increases were partially offset by deekabare prices of various publicly
held investments, the most significant of which evEar Eastern Horizon Ltd. (HK: 3360), Tarkett S{AP: TKTT) and ProSiebenSat.1 Media
AG (XETRA: PSM). Our private portfolio contributdde remainder of the change in value, the mosifgignt of which were gains relating to
United Envirotech Limited (recycling sector), Aliee Boots GmbH (healthcare sector) and Avincis @idansportation sector). The
unrealized gains on our private portfolio were jadlst offset by unrealized losses relating primatid Laureate Education, Inc. (education
sector) and Toys R Us (retail sector). The incréasduations of our private portfolio, in the aggaée, generally related to (i) an increase in
value of market comparables and individual compgagryormance, (ii) in the case of Avincis Group,irmerease that primarily reflects the
valuation of an agreement to sell the investmeattwas announced in March 2014 and (iii) in theeaa#sAlliance Boots GmbH, in part due to
the increase in the value of a publicly tradedlstbat may be delivered pursuant to a previoustyoanced transaction. The decreased
valuations of our private portfolio, in the aggregayenerally related to individual company perfante or, in certain cases, an unfavorable
business outlook.

The most significant driver of net gains (lossegjif investment activities for the three months endlarch 31, 2013 is related to
unrealized gains and losses from changes in fhievia our private equity investments. The net alized investment gains in our private
equity portfolio were driven primarily by net untiead gains of $0.9 billion, $0.5 billion and $®2lion in our 2006 Fund, Millennium Fund
and Asian Fund, respectively. Approximately 52%haf net change in value for the three months eiiedh 31, 2013 was attributable to
changes in share prices of various publi@dyed investments, most notably increases in H@A.,, The Nielsen Company B.V. (NYSE: NLS
NXP Semiconductors N.V. and Dollar General Corgora(NYSE: DG), partially offset by a decrease tielgato Far East Horizon Ltd. . O
private portfolio contributed the remainder of tthenge in value, with the largest contributors geinrealized gains relating to Alliance Boots
GmbH, Academy Sports and Outdoors (retail sectad)latelligence Ltd. (services sector). The inceglagaluations, in the
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aggregate, generally related to an increase thdiyvalue of market comparables and individual camypperformance, (ii) in the case of
Alliance Boots GmbH, largely due to the increasthimvalue of a publicly traded stock that may bkveéred pursuant to a previously
announced transaction and (iii) in the case oflligence Ltd., an increase that primarily reflettte valuation of an agreement to sell the
investment that was executed in March 2013. Thealimed gains on our private portfolio were palyialffset by unrealized losses relating
primarily to U.N RO-RO Isletmeleri A.S. (transpditen sector), U.S. Foods (retail sector) and A.Alto-Teile-Unger (retail sector). The
decreased valuations are generally related toithg company performance or, in certain casesirdiavorable business outlook.

Dividend Income

Dividend income was $96.7 million for the three nimnended March 31, 2014, an increase of $57.2mjltompared to dividend
income of $39.5 million for the three months endiéatch 31, 2013. During the three months ended Maigl2014, we received a dividend of
$76.3 million from Academy Sports and Outdoors, andggregate of $20.4 million of dividends frorhestinvestments. During the three
months ended March 31, 2013, we received $30.20mitif dividends from Santander Consumer USA (faianservices sector) and an
aggregate of $9.3 million of dividends from othevestments. Significant dividends from portfoliovgeanies are generally not recurring
quarterly dividends, and while they may occur ia thture, their size and frequency are variable.

Interest Incomt

Interest income was $162.0 million for the threenths ended March 31, 2014, an increase of $52lémicompared to $109.4 million
for the three months ended March 31, 2013. Theeas® primarily reflects a net increase in the leferedit instruments in our Public Markets
investment vehicles.
Interest Expens

Interest expense was $34.7 million for the threatim®ended March 31, 2014, an increase of $11libmikompared to $23.0 million f
the three months ended March 31, 2013. The incrgasegrimarily due to an increase in debt obligation connection with our 2043 Senior
Notes issued on February 1, 2013, for which we amyrred two months of interest expense in that fjuarter of 201z
Income (Loss) Before Tax

Due to the factors described above, principallgeréase in net gains from investment activitiedparease in expenses, partially offset
by an increase in fees, income before taxes wasl$Hion for the three months ended March 31, 2Gldecrease of $0.1 billion, compared to
income before taxes of $2.1 billion for the threentins ended March 31, 2013.
Net Income (Loss) Attributable to Redeemable Nanelling Interests

Net income attributable to redeemable noncontmlimierests was $10.6 million for the three morghded March 31, 2014, a decrease
of $14.0 million, compared to $24.6 million for theee months ended March 31, 2013. The decreasarniy reflects a lower level of
investment income in vehicles that allow for redéions by their limited partners.
Net Income (Loss) Attributable to Noncontrollingelirests and Appropriated Capit

Net income attributable to noncontrolling interemtsl appropriated capital was $1.8 billion for tineee months ended March 31, 2014, &
decrease of $0.1 billion, compared to $1.9 bilionthe three months ended March 31, 2013. Theedserwas primarily driven by the overall
changes in the components of net gains (losses) iffeestment activities described above as wedl dscrease in KKR Holdings’s ownership
percentage in the KKR Group Partnerships.
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Net Income (Loss) Attributable to KKR & Co. L
Net income attributable to KKR & Co. L.P. was $Zfillion for the three months ended March 31, 2@increase of $16.6 million,
compared to $193.4 million for the three monthseghilarch 31, 2013. The increase was primarilytaitable to an increase in
KKR & Co. L.P.’s ownership percentage in the KKRoGp Partnerships from 38% on March 31, 2013 to 48%larch 31, 2014.
Segment Analysis

Private Markets Segmer

The following tables set forth information regamglithe results of operations and certain key opsgatietrics for our Private Markets
segment for the three months ended March 31, 20d42@13.

Three Months Ended March 31,
2014 2013
(% in thousands)

Fees
Management and Incentive Fe
Management Fee $ 123,03¢ $ 106,60!
Incentive Fee — —
Management and Incentive Fe 123,03! 106,60!
Monitoring and Transaction Fee
Monitoring Fees 36,36 32,06¢
Transaction Fee 93,02( 16,41:
Fee Credit: (80,33¢) (21,009
Net Monitoring and Transaction Fe 49,04! 27,47
Total Fees 172,08 134,07¢
Expense!
Compensation and Benef 66,89¢ 48,00:
Occupancy and Related Chart 11,56( 11,42¢
Other Operating Expens 40,05¢ 33,94
Total Expense 118,51 93,36¢
Fee Related Earning 53,56 40,70¢
Investment Income (Los:
Realized Carried Intere 168,80( 88,16
Unrealized Carried Intere 149,09! 310,79¢
Gross Carried Intere 317,89! 398,96t
Less: Allocation to KKR Carry Pou (126,267 (161,349
Less: Management Fee Refur (3,319 (9,216)
Net Carried Interes 188,31. 228,40t
Realized Other Investment Income (Lo — —
Unrealized Other Investment Income (Lo (227) (2,035
Total Other Investment Income (Lo (2217) (2,03%)
Total Investment Income (Los 188,09. 226,37:
Income (Loss) Before Noncontrolling Interests indme (Loss) of
Consolidated Entitie 241,65¢ 267,07¢
Income (Loss) Attributable to Noncontrolling Intets 51F 39¢
Economic Net Income (Los $ 241,14  $ 266,68:
Assets Under Manageme $ 6052030 $ 50,340,40
Fee Paying Assets Under Managen $ 48,211,00 $ 41,218,00
Committed Dollars Investe $ 2,551,800 $ 598,50(
Uncalled Commitment $ 18,256,80 $ 14,560,90
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Three months ended March 31, 2014 compared to thremths ended March 31, 2013
Fees

Fees were $172.1 million for the three months eridarth 31, 2014, an increase of $38.0 million, caneg to fees of $134.1 million for
the three months ended March 31, 2013. The nedaserwas primarily due to an increase in transaéties of $76.6 million and an increase ir
management fees of $16.4 million, partially offsgtan increase in fee credits of $59.3 million. Ti@ease in transaction fees was attributabl
to an increase in both the size and number of &®gting investments completed. During the threeths ended March 31, 2014, there were
8 transaction fee-generating investments with @ timbined transaction value of approximately $8ll%n compared to 6 transaction fee-
generating investments with a total combined tretiga value of approximately $0.8 billion duringetthree months ended March 31, 2013.
Transaction fees vary by investment based upom@auof factors, the most significant of which &isnsaction size, the particular discussi
as to the amount of the fees, the complexity oftthesaction and KKR'’s role in the transaction. T@ease in fee credits is primarily
attributable to the increase in transaction feeslescribed above. The increase in managemenisfpamarily attributable to new capital rai
in Asian Fund I, Energy Income and Growth Fund Bl Estate Partners Americas, partially offsethgyAsian Fund entering its post-
investment period with a lower management fee. fAdarch 31, 2014, FPAUM excluded approximately $6illion of unallocated
commitments from a strategic partnership with gesp@nsion plan and $3.4 billion in commitmentsamnection with infrastructure, energy,
private equity and co-investment vehicles for whighare currently not earning management feesiridigsion of these amounts in FPAUM
in future periods would be accretive to our fedse Thvestment period of our European Fund Il enoledlarch 31, 2014, which reduced the
fund’s fee rate by approximately half and chandedftinds management fee base from committed capital #shed capital. This will result
a decrease in fees earned for European Fund lihbieg in the second quarter of 2014. This decreaBeot be offset by a successor
European private equity fund until such time asghecessor fund has its first close and commenms&sviestment period, which will occur
subsequent to our European Fund Il having entigsgqabst-investment period. On April 29, 2014, EyeFuture Holdings Corp. (‘EFH”) filed
for Chapter 11 bankruptcy protection. As a restiths bankruptcy filing, we do not expect in futyperiods to collect management fees on th
invested capital associated with EFH that is hietdugh our 2006 Fund. For the quarter ended Matcl2014, EFH contributed approximat
$3 million to our 2006 Fund management fees antl s are expected to cease beginning with trendeguarter of 2014. As of March 31,
2014, our investment in EFH had a carrying valueesb.

Expense:

Expenses were $118.5 million for the three montided March 31, 2014, an increase of $25.1 milllmmpared to expenses of
$93.4 million for the three months ended MarchZ&113. The increase was primarily the result ofremmdase in compensation and benefits in
connection with the increase in fees, which geherabults in higher compensation expense, asagedin increase in headcount.
Fee Related Earning

Fee related earnings were $53.6 million for theehmonths ended March 31, 2014, an increase o® $iilion, compared to fee related
earnings of $40.7 million for the three months ehfiarch 31, 2013. The increase was due to theaseren fees partially offset by increase in
expenses and fees as described above.
Investment Income (Los

Investment income was $188.1 million for the thmeenths ended March 31, 2014, a decrease of $38iBrmcompared to investment
income of $226.4 million for the three months entitatch 31, 2013. This decrease was primarily drivem lower level of gross carried
interest, partially offset by a decrease in allmgato the KKR carry pool.
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Realized carried interest for the three months émdarch 31, 2014 consisted primarily of realizethgdrom the partial sales of Jazz
Pharmaceuticals, Inc. (NASDAQ: JAZZ), Santander <tmner USA and NXP Semiconductors N.V.

Realized carried interest for the three months émdarch 31, 2013 consisted primarily of realizethgdrom the partial sales of
HCA, Inc. and Jazz Pharmaceuticals, Inc.

The following table presents net unrealized carimgrest by investment vehicle for the three memthded March 31, 2014 and 2013:

Three Months Ended
March 31,
2014 2013
($ in thousands)

European Fund I 84,52¢ 33,36
2006 Func 60,70" 178,85!
Asian Func 60,68¢ 44,49t
North America Fund X 17,77: —
Real Estate Partners Americ 7,23( —
E2 Investors 1,41¢ 2,15¢
European Fun 87¢ 18
China Growth Funi (1,489 —
Cc-Investment Vehicles and Oth (4,620 17,42¢
European Fund | (30,989 29,36:
Millennium Fund (47,037) 5,122

Total (a) $ 149,09' $ 310,79¢

€) The above table excludes any funds for which thwxre no unrealized carried interest during eithehefperiods presented, which for

the three months ended March 31, 2014, consistédgiah Fund Il and Energy Income and Growth Fund.

For the three months ended March 31, 2014, themetlized carried interest gain of $149.1 milliocluded $269.9 million representi
net increases in the value of various portfolio pamies which were partially offset by $120.8 milliprimarily representing reversals of
previously recognized net unrealized gains in thanection with the occurrence of realization eveunish as partial or full sales.

For the three months ended March 31, 2014, theevaflour private equity investment portfolio incsed 4.5%. Increased share prices o
various publicly held investments comprised apprately 31% of the net increase in value for thed¢tmonths ended March 31, 2014, the
most significant of which were gains on NXP Semabactors N.V., HCA, Inc. and Pets at Home Group Plese increases were partially
offset by decreased share prices of various pytitield investments, the most significant of whiokrevFar Eastern Horizon Ltd., Tarkett S.A.
and ProSiebenSat.1 Media AG. Our private portfotiatributed the remainder of the change in valve most significant of which were gains
relating to United Envirotech Limited, Alliance BisotGmbH and Avincis Group. The unrealized gain®@enprivate portfolio were partially
offset by unrealized losses relating primarily sukeate Education, Inc. and Toys R Us. The incrkaakiations of our private portfolio, in the
aggregate, generally related to (i) an increagkarvalue of market comparables and individual camypperformance, (ii) in the case of
Avincis Group, an increase that primarily reflettts valuation of an agreement to sell the investriteat was announced in March 2014 and
(iii) in the case of Alliance Boots GmbH, in patedto the increase in the value of a publicly tchst®ck that may be delivered pursuant to a
previously announced transaction. The decreasetiahs of our private portfolio, in the aggregaenerally related to individual company
performance or, in certain cases, an unfavorabdebas outlook.
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The reversals of previously recognized net unredlgains for the three months ended March 31, 2@didted primarily from the partial
sales of Jazz Pharmaceuticals, Inc., Santanden@mrdJSA and NXP Semiconductors N.V. During the¢hmonths ended March 31, 2014,
we wrote off A.T.U Auto-Teile-Unger, which did nbave a material impact on our net carried interest.

For the three months ended March 31, 2013, thenreglized carried interest of $310.8 million irded $378.5 million primarily
reflecting net increases in the value of varioutfptio companies which were partially offset by7$6 million of reversals of previously
recognized net unrealized gains in the connectiitim thre occurrence of realization events such asgpar full sales.

Increased share prices of various publicly hel@é#tments comprised approximately 52% of the neease in value, the most signific.
of which were gains on HCA, Inc., The Nielsen CompB8.V., NXP Semiconductors N.V. and Dollar GeneZalporation. These increases
were partially offset by decreased share pricasagbus publicly held investments, the most sigifit of which was Far East Horizon Ltd. (
private portfolio contributed the remainder of thenge in value, the most significant of which wga@s relating to Alliance Boots GmbH,
Academy Sports and Outdoors and Intelligence Lt Unrealized gains on our private portfolio weaetiplly offset by unrealized losses
relating primarily to U.N RO-RO Isletmeleri A.S.,&8l Foods and A.T.U Auto-Teile-Unger. The increagaldations, in the aggregate,
generally related to an increase (i) in the valumarket comparables and individual company perforee, (i) in the case of Alliance Boots
GmbH, largely due to the increase in the value piilalicly traded stock that may be delivered punstwi@ a previously announced transaction
and (iii) in the case of Intelligence Ltd., an iease that primarily reflects the valuation of areagent to sell the investment that was execute
in March 2013. The decreased valuations, in theegde, generally related to individual companyqrerance or, in certain cases, an
unfavorable business outlook.

The reversals of previously recognized net unredlgains resulted primarily from the partial saleésICA, Inc. and Jazz
Pharmaceuticals, Inc.

Economic Net Income (Los

Economic net income in our Private Markets segmerst $241.1 million for the three months ended M&th2014, a decrease of
$25.6 million, compared to economic net income26&7 million for the three months ended MarchZ11,3. The decrease in investment
income as described above was the primary contnitiatthe period over period increase in econoreidmcome.
Assets Under Manageme

The following table reflects the changes in ouv&e Markets AUM from December 31, 2013 to MarchZ114:

($ in thousands)

December 31, 201 $ 61,242,90
New Capital Raise 588,90(
Distributions (2,189,60i)
Net Changes in Fee Base of Certain FL (933,800
Change in Valu 1,811,90!

March 31, 201« $ 60,520,30

AUM for the Private Markets segment was $60.5dmillat March 31, 2014, a decrease of $0.7 billiomared to $61.2 billion at
December 31, 2013. The decrease was primarilypataéble to distributions to private equity fundéstors of $2.2 billion comprised of
$1.4 billion of realized gains and $0.8 billionreturn of original cost. This decrease was paytiaifset by appreciation in the market value of
our private equity portfolio of $1.8 billion.
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The appreciation in the market value of our privedeity portfolio were driven primarily by net uatized gains of $0.6 billion,
$0.5 billion and $0.3 billion in our 2006 Fund, Bpean Fund lll and Asian Fund, respectively. Apprately 31% of the net change in value
for the three months ended March 31, 2014 wasattble to changes in share prices of various glyHisted investments, the most
significant of which were gains on NXP Semicondugtd.V., HCA, Inc. and Pets at Home Group Plc. Ehesreases were partially offset by
decreased share prices of various publicly heldstments, the most significant of which were Fast&a Horizon Ltd., Tarkett S.A. and
ProSiebenSat.1 Media AG. Our private portfolio cimited the remainder of the change in value, thetrsignificant of which were gains
relating to United Envirotech Limited, Alliance BisotGmbH and Avincis Group. The unrealized gain®@anprivate portfolio were partially
offset by unrealized losses relating primarily #ukeate Education, Inc. and Toys R Us. The incrkaakiations of our private portfolio, in the
aggregate, generally related to (i) an increaskarnvalue of market comparables and individual camypperformance, (ii) in the case of
Avincis Group, an increase that primarily reflettte valuation of an agreement to sell the investrifet was announced in March 2014 and
(iii) in the case of Alliance Boots GmbH, in patedto the increase in the value of a publicly tchst®ck that may be delivered pursuant to a
previously announced transaction. The decreasetiahs of our private portfolio, in the aggregaenerally related to individual company
performance or, in certain cases, an unfavoratdibas outlook.

As of March 31, 2014, our AUM excluded approximat®0.7 billion of unallocated commitments from eagtgic partnership with a
state pension plan, and $3.4 billion in commitmeémtsonnection with other infrastructure, energyyate equity and caavestment vehicles fi
which we are currently not earning management f@éash commitments will not contribute to AUM unlessl until we are entitled to receive
fees or carried interest in accordance with ounitein of AUM.

Fee Paying Assets Under Managen
The following table reflects the changes in ourv&te Markets FPAUM from December 31, 2013 to M&8th2014:

($ in thousands)

December 31, 201 $ 50,156,30
New Capital Raise 435,30(
Distributions (1,426,501
Net Changes in Fee Base of Certain FL (964,70()
Change in Valu 10,60(

March 31, 201+ $ 4821100

FPAUM in our Private Markets segment was $48.2dnilat March 31, 2014, a decrease of $2.0 billeampared to $50.2 billion at
December 31, 2013. The decrease was primarilypatable to distributions of $1.4 billion to privegguity fund investors and a reduction of
$1.0 billion reflecting the impact of our Europefaund Il entering its post-investment period. Thdsereases were partially offset by new
capital raised of $0.4 billion relating primarily additional capital raised in our Energy Incomd &mowth Fund.

Committed Dollars Invested

Committed dollars invested were $2.6 billion foe three months ended March 31, 2014, an increa2.0fillion compared to
$0.6 billion for the three months ended March 3112 The increase was due to the increase in tkeo$iprivate equity investments closed
during the three months ended March 31, 2014 apaced with the three months ended March 31, 2@énerally, the operating companies
acquired through our private equity business hagledn transaction values and result in higher catehidollars invested, relative to
transactions in our real assets businesses. Theemwf large private equity investments made yn@uarter is volatile and consequently, a
significant amount of committed dollars investedire quarter or a few quarters may not be indieativa similar level of capital deployment
in future quarters. In the three months ended MadgH2014, there were 13 transactions with a tmiaibined transaction value of
approximately $9.1 billion
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compared to 15 transactions with a total combinadsiaction value of approximately $1.1 billion foe three months ended March 31, 2013.
Uncalled Commitments

As of March 31, 2014, our Private Markets Segmeat $18.3 billion of remaining uncalled capital coitments that could be called for
investments in new transactions.

Public Markets Segmer

The following tables set forth information regamglitne results of operations and certain key opggatietrics for our Public Markets
segment for the three months ended March 31, 20d42@13.

Three Months Ended March 31,
2014 2013
(% in thousands)

Fees
Management and Incentive Fe
Management Fee $ 72,35¢  $ 46,35¢
Incentive Fee 17,01¢ 18,84¢
Management and Incentive Fe 89,37 65,20’

Monitoring and Transaction Fee
Monitoring Fees — —
Transaction Fee 6,022 3,10¢

Fee Credit: (4,330 (2,056
Net Monitoring and Transaction Fe 1,692 1,05(
Total Fees 91,06¢ 66,25
Expense:
Compensation and Benef 26,74: 19,70(
Occupancy and Related Chart 2,17z 1,54:
Other Operating Expens 8,50 7,82¢
Total Expense 37,42« 29,06¢
Fee Related Earning 53,64 37,18¢
Investment Income (Los:
Realized Carried Intere 24,75( —
Unrealized Carried Intere (129) 20,39¢
Gross Carried Intere 24,62 20,39¢
Less: Allocation to KKR Carry Pou (9,847 (8,160)
Less: Management Fee Refui — —
Net Carried Interes 14,77+ 12,23¢
Realized Other Investment Income (Lo — —
Unrealized Other Investment Income (Lo 1€ 62
Total Other Investment Income (Lo 1€ 62
Total Investment Income (Los 14,79( 12,30:
Income (Loss) Before Noncontrolling Interests indme (Loss) of
Consolidated Entitie 68,43: 49,49(
Income (Loss) Attributable to Noncontrolling Intets 522 35E
Economic Net Income (Los $ 67,90¢ $ 49,13t
Assets Under Manageme $ 41,757,20 $  27,913,00
Fee Paying Assets Under Managen $ 3540060 $ 21,236,10
Committed Dollars Investe $ 734,10  $ 164,90(
Uncalled Commitment $ 1,728,300 $ 1,646,40!
Gross Dollars Investe $ 989,70  $ 378,00(
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Three months ended March 31, 2014 compared to thremths ended March 31, 2013
Fees

Fees were $91.1 million for the three months erddacch 31, 2014, an increase of $24.8 million, coragdo fees of $66.3 million for
the three months ended March 31, 2013. The incisgs@marily attributable to an increase in mamagat fees of $26.0 million, partially
offset by a decrease in incentive fees of $1.8anillThe increase in management fees is due piyrtarnew capital raised, primarily in our
Special Situations Fund, our hedge funds platfanch@ur acquisition of Avoca. The decrease in inwverfees is due primarily to a decrease in
incentive fees received from KFN, partially offegtan increase in incentive fees received from G@fe Capital Trust (a BDC sub-advised by
KAM) and our acquisition of Avoca. Incentive feag #@ypically determined for the twelve-month pesahding in either the second and fourtt
quarters of the calendar year. Due to the scheguagthents of such fees, incentive fees can gepdralexpected to be larger in the fourth
quarter than in the second quarter assuming peaiecmthresholds have been met. Whether an incdetivieom KKR vehicles is payable in
any given period, and the amount of an incentieepf@yment, if any, depends on the investment padoce of the vehicle and as a result may
vary significantly from period to period.

On April 30, 2014, we completed our merger with K&h subsequent to the close of the transactiowillveo longer report
management fees or incentive fees from KFN. Suohkggmanagement fees and incentive fees amoun$idt® million and $12.9 million,
respectively for the three months ended March 8142While fees are expected to decrease, invesimmime, not currently reflected, is
expected to be earned from KFN’s business by KKR.

Expense:

Expenses were $37.4 million for the three montldedrMarch 31, 2014, an increase of $8.3 milliompared to expenses of
$29.1 million for the three months ended MarchZ11.3. The increase was primarily due to (i) anéase in compensation and benefits in
connection with the increase in fees, which geherabults in higher compensation expense, (iijngnease in headcount and (iii) the
acquisition of Avoca, which became part of KKR digrithe three months ended March 31, 2014.

Fee Related Earning

Fee related earnings were $53.6 million for theehmonths ended March 31, 2014, an increase of $iilion, compared to fee related
earnings of $37.2 million for the three months ehftarch 31, 2013. The increase was attributabtheancrease in fees, partially offset by the
increase in expenses, in each case as describee.abo
Investment Income (Los

Investment income was $14.8 million for the threanths ended March 31, 2014, an increase of $2liomiéompared to investment
income of $12.3 million for the three months endatch 31, 2013. The increase is primarily attrilbleeeto higher net carried interest resulting
from a larger increase in the net asset valuesmdio carryeligible investment vehicles in the three monthdeshMarch 31, 2014 compared
the prior period. During the three months endeddid&1, 2014, we realized $24.8 million of carriaterest from an alternative credit account.
Economic Net Income (Los

Economic net income was $67.9 million for the thmeenths ended March 31, 2014, an increase of $h8li®n, compared to economic
net income of $49.1 million for the three monthdesh March 31, 2013. The increase is attributabtbeédncrease in both fee related earnings
as well as investment income.
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Assets Under Manageme
The following table reflects the changes in ourlRudarkets AUM from December 31, 2013 to March 2014

($ in thousands)

December 31, 201 $ 33,077,40
New Capital Raise 1,121,001
Acquisitions 8,423,001
Distributions (544,801
Redemption: (781,501
Change in Valu 462,10(

March 31, 201 $ 41,757,20

AUM in our Public Markets segment totaled $41.8idnil at March 31, 2014, an increase of $8.7 bilkmmpared to AUM of
$33.1 hillion at December 31, 2013. The increasdhe period was primarily due to the acquisitidrwoca, which contributed $8.4 billion of
AUM and a $1.1 billion increase in new capital egiof certain investment vehicles. These increases partially offset by $1.3 billion of
redemptions and distributions from certain investimeshicles. On April 30, 2014, we completed ourgee with KFN and consequently exp

a decrease in AUM. As of March 31, 2014, $7.5 dillof AUM attributable to KFN and certain CLOs wilbt be included in AUM in future
quarters.

Fee Paying Assets Under Managen
The following table reflects the changes in ourlRudarkets FPAUM from December 31, 2013 to Mardh 3014

($ in thousands)

December 31, 201 $ 27,241,20
New Capital Raise 1,110,201
Acquisitions 7,971,001
Distributions (454,000
Redemption: (781,500
Change in Valu 313,70(

March 31, 201 $__ 35,400,60

FPAUM in our Public Markets segment was $35.4 dnillat March 31, 2014, an increase of $8.2 billiompared to FPAUM of
$27.2 billion at December 31, 2013. The increasg pvanarily due to the acquisition of Avoca, whiotntributed $8.0 billion of FPAUM and
$1.1 billion of new capital raised, partially offd®y $1.2 billion of redemptions and distributidnsm certain investment vehicles. On April 30,

2014, we completed our merger with KFN and consetiyiexpect a decrease in FPAUM. As of March 31,£®2.7 billion of FPAUM
attributable to KFN and certain CLOs will not beluided in FPAUM in future quarters.

Committed Dollars Invested

Committed dollars invested were $734.1 milliontlee three months ended March 31, 2014, an inciefe®869.2 million, compared to
committed dollars invested of $164.9 million foetthree months ended March 31, 2013. The incregz@émarily due to a higher level of net
capital deployed, primarily in our special situascand mezzanine strategies.

90




Table of Contents
Uncalled Commitments

As of March 31, 2014, our Public Markets segmeidt $i&.7 billion of uncalled capital commitments tbatild be called for investments
in new transactions.

Gross Dollars Invested

Gross dollars invested were $989.7 million for e months ended March 31, 2014, an increasédf.$ million, compared to gross
dollars invested of $378.0 million for the threentits ended March 31, 2013. The increase is prigndtik to a higher level of investment
activity in our special situations, direct lendiagd mezzanine strategies.

Capital Markets and Principal Activities Segment

The following table sets forth information regamglithe results of operations and certain key opayatietrics for our Capital Markets ¢
Principal Activities segment for the three monthded March 31, 2014 and 2013.

Three Months Ended March 31,
2014 2013
(% in thousands)

Fees

Management and Incentive Fe
Management Fee $ —  $ —
Incentive Fee — —
Management and Incentive Fe = =

Monitoring and Transaction Fee
Monitoring Fees — —
Transaction Fee 64,47+ 20,78:

Fee Credit: — —

Net Monitoring and Transaction Fe 64,47+ 20,78:

Total Fees 64,47 20,78
Expense!

Compensation and Benef 15,27: 7,461

Occupancy and Related Chart 457 35E

Other Operating Expens 4,23% 2,86

Total Expense 19,96 10,67¢

Fee Related Earning 44 51( 10,10:

Investment Income (Los:
Realized Carried Intere — —
Unrealized Carried Intere — —
Gross Carried Intere — —
Less: Allocation to KKR Carry Pou — —
Less: Management Fee Refur = =
Net Carried Interes — —

Realized Other Investment Income (Lo 192,89:. 153,15¢
Unrealized Other Investment Income (Lo 85,96« 169,01!
Total Other Investment Income (Los 278,85¢ 322,17
Total Investment Income (Los 278,85t 322,17:
Income (Loss) Before Noncontrolling Interests indme (Loss) of
Consolidated Entitie 323,36t 332,27-
Income (Loss) Attributable to Noncontrolling Intets 2,165 34¢
Economic Net Income (Los $ 321,20: % 331,92¢
Syndicated Capite $ 91,40( $ 61,00(
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Three months ended March 31, 2014 compared to thremths ended March 31, 2013

Fees

Fees were $64.5 million for the three months erddacch 31, 2014, an increase of $43.7 million, coragdo fees of $20.8 million for
the three months ended March 31, 2013. Transafg&mincreased primarily due to an increase in i@mumber and size of capital markets
transactions in the three months ended March 3114 26mpared to the three months ended March 3B.Z\erall, we completed 43 capital
markets transactions for the three months endediMait, 2014 of which 4 represented equity offeriaiggd 39 represented debt offerings, as
compared to 32 transactions for the three montids@&March 31, 2013 of which 3 represented equiigrioigs and 29 represented debt
offerings. We earned fees in connection with undigivg, syndication and other capital markets sarsi While each 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 ébtofferings, and the amount of fees that we cbfier like transactions generally correlates
with overall transaction sizes. Our capital marketsiness is dependent on the overall capital nee@vironment, which is influenced by
equity prices, credit spreads and volatility.

Expense:

Expenses were $20.0 million for the three montldedrMarch 31, 2014, an increase of $9.3 milliompared to expenses of
$10.7 million for the three months ended MarchZ113. The increase was largely due to an increasempensation and benefits in
connection with the increase in fees, which geherabults in higher compensation expense, asageaihcreased headcount in our capital
markets business in connection with the growtthif $egment.

Fee Related Earninc

Fee related earnings were $44.5 million for theehmonths ended March 31, 2014, an increase of $3iflion, compared to fee related
earnings of $10.1 million for the three months ehtfarch 31, 2013. The increase was primarily aitable to the increase in fees, partially
offset by the increase in expenses, in each cadeszsibed above.
Investment Income (Los

Investment income was $278.9 million for the thmeenths ended March 31, 2014, a decrease of $43i8mcompared to investment
income of $322.2 million for the three months entitatch 31, 2013. The following table reflects tlwenponents of investment income for the

three months ended March 31, 2014 and 2013:

Three Months Ended March 31,

2014 2013
($ in thousands)

Net Realized Gains (Losse $ 181,72¢ $ 153,62°
Net Unrealized Gains (Losse 85,96« 169,01!
Interest Incom: 22,78 8,97¢
Dividend Income 6,78 6,78¢
Interest Expens (18,400 (16,237)
Other Investment Income (Loss) $ 278,85¢ $ 322,17:

For the three months ended March 31, 2014, nezeshains were comprised primarily of $182.9 miiliof realized gains from the sale
or partial sale of private equity investments, tin@st significant of which were NXP Semiconductor¥ NProSiebenSat.1 Media AG and Kion
Group AG (XETRA: KGX). These realized gains weretiadly offset by $1.2 million of realized lossesrass our non-private equity portfolio.
Realized investment losses from principal investmémat were already written down as of Octobe&t0D9 that have been excluded from net
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realized gains (losses) above amounted to approgiyn®55.5 million for the three months ended MaBdh 2014 and related to the writé-of
A.T.U Auto Teile Unger. The net unrealized gainated primarily to increases in the value of vasiimvestments, most notably WMI
Holdings Corp. (financial services sector), HCAG.land Alliance Boots GmbH, partially offset by ealized losses on ProSiebenSat.1 Media
AG, The Nielsen Company B.V and Energy Future HajdiCorp., as well as reversals of unrealized gairthe sale of ProSiebenSat.1 Medizg
AG, Kion Group AG and The Nielsen Company B.V. kether discussion of private equity valuation cges, refer to “—Private Markets
Segment.”

For the three months ended March 31, 2013, nazeghains were comprised of realized gains froensthle of private equity
investments, including the partial sale of HCA,.Jriche Nielsen Company B.V. and NXP Semicondudioké The net unrealized gains
related primarily to increases in the value of @asi private equity investments, most notably HG%, INXP Semiconductors N.V., The
Nielsen Company B.V., Alliance Boots GmbH and Dofteneral Corporation. For further discussion éfate equity valuation changes, re
to “— Private Markets Segment.”

Economic Net Income (Los

Economic net income was $321.2 million for the éhneonths ended March 31, 2014, a decrease of $iillidn, compared to economic
net income of $331.9 million for the three monthded March 31, 2013. This decrease was due toetrease in investment income describe
above patrtially offset by the increase in fee edlatarnings.

Syndicated Capital

Syndicated capital was $91.4 million for the thneenths ended March 31, 2014, an increase of $3liémctompared to syndicated
capital of $61.0 million for the three months endéarch 31, 2013. The increase is primarily duertarerease in the size of syndication
transactions when compared to three months endech\dd.,, 2013.

Segment Book Valu
The following tables present our segment stateroffimancial condition as of March 31, 2014, anccBaber 31, 2013:
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As of As of
March 31, 2014 December 31, 201
(% in thousands, except per unit amounts

Cash and shc¢-term investment $ 2,139,941 $ 2,161,009
Investments 5,380,301 4,980,26!
Unrealized carry (a 1,276,77! 1,179,33
Other asset 695,24¢ 662,35
Total asset $ 9,492,261 $ 8,983,05
Debt obligations $ 1,000,000 $ 1,000,001
Other liabilities 271,66¢ 149,19¢
Total liabilities 1,271,66: 1,149,19
Noncontrolling interest 74,83¢ 71,26
Book value $ 8,145,76; $ 7,762,60!
Book value per adjusted unit $ 11.1¢  $ 10.8¢

(a) Unrealized Carry
Private Market: $ 1,214,511 $ 1,116,99
Public Markets 62,26¢ 62,34:
Total $ 1,276,777 $ 1,179,33

The following tables provide reconciliations of KKRGAAP Common Units Outstanding to Adjusted Uritsl KKR & Co. L.P.
Partners’ Capital to Book Value:

As of
March 31, 2014
GAAP Common Units Outstanding- Basic 300,354,28
Unvested Common Units (. 30,098,38
Other Exchangable Securities 4,904,47.
GAAP Common Units Outstanding- Diluted 335,357,14
Adjustments
KKR Holdings Units (c 393,357,45
Adjusted Units 728,714,59
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As of
March 31, 2014
(% in thousands, except uni
and per unit amounts)

KKR & Co. L.P. partners’ capital $ 3,011,68
Noncontrolling interests held by KKR Holdings L 5,118,49.
Equity impact of KKR Management Holdings Corp. atlder 15,58¢
Book value 8,145,76:
Adjusted units 728,714,59
Book value per adjusted unit $ 11.1¢

(a) Represents equity awards granted under the Equigntive Plan. The issuance of common units of KKRo. L.P. pursuant to

awards under the Equity Incentive Plan dilutes KédRmon unitholders and KKR Holdings pro rata incdence with their
respective percentage interests in the KKR business

(b) Represents securities in a subsidiary of a KKR @i@artnership that are exchangeable into KKR &ICB. common units issued in
connection with the acquisition of Avoca.

(c) Common units that may be issued by KKR & Co. L.jporuexchange of units in KKR Holdings L.P. for KKBmmon units.
Liquidity

We manage our liquidity and capital requirement$dayising on our cash flows before the consoligdatibour funds and CLOs and the
effect of normal changes in short term assetsiabdities, which we anticipate will be settled foaish within one year. Our primary cash flow
activities on an unconsolidated basis typicallyoimre: (i) generating cash flow from operations} ¢énerating income from investment
activities, including the sale of investments atfteo principal assets; (iii) funding capital comménts that we have made to our funds and
CLOs, (iv) developing and funding new investmenatggies, investment products and other growthaiiies, including acquisitions;

(v) underwriting commitments within our capital rkats business; (vi) distributing cash flow to ound investors and unitholders; and
(vii) borrowings, interest payments and repaymentser credit agreements, our senior notes and btreowing arrangements. As of
March 31, 2014, we had cash and short-term invegsran a segment basis of $2.1 billion.

Sources of Liquidity

Our primary sources of liquidity consist of amourgseived from: (i) our operating activities, inding the fees earned from our funds,
managed accounts, portfolio companies, capital atartkansactions and other investment producjseiizations on carried interest from our
investment funds; (iii) realizations on and salegeestments and other principal assets includinginvestments in CLO entities; and
(iv) borrowings under our credit facilities, delffesings and other borrowing arrangements. In aolditve may generate cash proceeds from
sales of our common units described below.

With respect to our private equity funds, carrietérest is distributed to the general partner pfivaate equity fund with a clawback or |
loss sharing provision only after all of the follmg are met: (i) a realization event has occureed.( sale of a portfolio company,
dividend, etc.); (ii) the vehicle has achieved pesioverall investment
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returns since its inception, in excess of perforoeamurdles where applicable; and (iii) with resgedhvestments with a fair value below cost,
cost has been returned to fund investors in an atsufficient to reduce remaining cost to the innents’ fair value. As of March 31, 2014,
certain of our funds had met the first and secaitdria, as described above, but did not meettivd triteria. In these cases, carried interest
accrues on the consolidated statement of operatrisvill not be distributed in cash to us asgkeeeral partner of an investment fund upon a
realization event. For a fund that has a fair valbeve cost, overall, but has one or more investsnghere fair value is below cost, the shor
between cost and fair value for such investmemsfesred to as a “netting hole.” When netting lsadee present, realized gains on individual
investments that would otherwise allow the genpaatner to receive carried interest distributioresiastead used to return invested capital to
our funds’limited partners in an amount equal to the nettiag. Once netting holes have been filled withegitta) return of capital equal to
netting hole for those investments where fair vadugelow cost, or (b) increases in the fair valtithose investments where fair value is below
cost, then realized carried interest will be disited to the general partner upon a realizationteveefund that is in a position to pay cash carry
refers to a fund for which carried interest is etpd to be paid to the general partner upon thenmeakization event, which includes funds with
no netting holes as well as funds with a nettinlig lloat is sufficiently small in size such that thext realization event would be expected to
result in the payment of carried interest.

As of March 31, 2014, netting holes existed atairrdf our private equity funds, the most signifitaf which were our domestic
Millennium Fund partnership and domestic 2006 Fpadnership, which had netting holes of approxifya#&5 million and $51 million,
respectively. However, in accordance with the dateet forth above, funds may develop netting $iolehe future and netting holes for those
and other funds may otherwise increase or deciadbke future. As of March 31, 2014, no private iggtunds, other than the domestic
Millennium Fund partnership and domestic 2006 Fpadnership had a netting hole greater than $5omil

We have access to funding under various credilitiasiand other borrowing arrangements that weetentered into with major financial
institutions or which we receive from the capitadniets. The following is a summary of the princifgains of these sources of funding.

Revolving Credit Agreemer

For the three months ended March 31, 2014, there meborrowings made, and as of March 31, 2014ammowings were outstanding
under either of the revolving credit agreementsdiesd below, except for a letter of credit under Corporate Credit Agreement described
further below. We may, however, utilize these e prospectively in the normal course of ourragiens.

« On February 26, 2008, Kohlberg Kravis Roberts & C®. entered into a credit agreement with a mié@@ancial institution (the
“Corporate Credit Agreement”). The general partredrgur private equity funds are guarantors unbisragreement. The Corporate
Credit Agreement originally provided for revolvibgrrowings of up to $1.0 billion, with a $50.0 rolh sublimit for swing-line notes
and a $25.0 million sublimit for letters of crediin February 22, 2011, the parties amended thestefrine Corporate Credit
Agreement such that effective March 1, 2011, abdita for borrowings under the credit facility wasduced from $1.0 billion to
$700 million and the maturity was extended to MatcR016. In addition, the KKR Group Partnershipsdme co-borrowers of the
facility, and KKR & Co. L.P. and the issuer of th@20 Senior Notes (discussed below) became guasanitthe Corporate Credit
Agreement, together with certain general partnémio private equity funds. On June 3, 2011, thepGrate Credit Agreement was
amended to admit a new lender, subject to the $ames and conditions, to provide a commitment df 88llion. This commitment
increased the availability for borrowings under thedit facility to $750 million. On June 22, 20KXR requested the issuance of a
letter of credit in the amount of $14.5 million wrdhe Corporate Credit Agreement. The benefiaithis letter of credit is an
unaffiliated third party. The letter of credit wiasued on July 2, 2012 and initially set to expineJuly 3, 2013. On August 20, 2012,
the letter of credit in connection with this feeageating transaction was increased to $20.0 mikiod the expiration date was
extended to August 1, 2013. On July 23, 2013, dpération date was extended to August 1, 2014. A $Aillion sublimit for letters ¢
credit remains available under the Corporate Crgglieement.
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On February 27, 2008, KKR Capital Markets entergd a credit agreement with a major financial iogion (the “KCM Credit
Agreement”) for use in KKR’s capital markets busineThe KCM Credit Agreement, as amended, provimteevolving borrowings
of up to $500 million with a $500 million sublinfibr letters of credit. On March 30, 2012, an agreehwas made to extend the
maturity of the KCM Credit Agreement from Febru&rg, 2013 to March 30, 2017. In addition to extegdime terms, certain other
terms of the KCM Credit Agreement were renegotiatetliding a reduction of the cost of funding oncamts drawn and a reduced
commitment fee. Borrowings under this facility mayly be used for our capital markets business.

Senior Notes

On September 29, 2010, KKR Group Finance Co. LL&ylssidiary of KKR Management Holdings Corp., iss800 million
aggregate principal amount of 6.375% Senior Ndtes ‘{2020 Senior Notes”), which were issued atiegpof 99.584%. The 2020
Senior Notes are unsecured and unsubordinatedatiblig of the issuer and will mature on SeptemBe2R20, unless earlier
redeemed or repurchased. The 2020 Senior Notdslgrand unconditionally guaranteed, jointly arelerally, by KKR & Co. L.P.
and the KKR Group Partnerships. The guaranteesraecured and unsubordinated obligations of theagtiars. The 2020 Senior
Notes bear interest at a rate of 6.375% per anagoiying from September 29, 2010. Interest is paysdmi-annually in arrears on
March 29 and September 29 of each year.

The indenture, as supplemented by a first suppléah@ndenture, relating to the 2020 Senior Noteduides covenants, including
limitations on the issuer’s and the guarantorslightio, subject to exceptions, incur indebtednsssured by liens on voting stock or
profit participating equity interests of their sitharies or merge, consolidate or sell, transfdease 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 2020 Senioredahay declare the 2020 Senior Notes immediatedyathd payable upon the
occurrence and during the continuance of any eviedéfault after expiration of any applicable graegiod. In the case of specified
events of bankruptcy, insolvency, receivershipemrganization, the principal amount of the 2020i&@eNotes and any accrued and
unpaid interest on the 2020 Senior Notes autornitisacomes due and payable. All or a portion ef 2020 Senior Notes may be
redeemed at the issuer’s option in whole or in,@rany time, and from time to time, prior to the&tated maturity, at the make-whole
redemption price set forth in the 2020 Senior Nadfes change of control repurchase event ocches2020 Senior Notes are subjec
repurchase by the issuer at a repurchase pricasmequal to 101% of the aggregate principal amofutite 2020 Senior Notes
repurchased plus any accrued and unpaid interesteo?020 Senior Notes repurchased to, but natidirg, the date of repurchase.

On February 1, 2013, KKR Group Finance Co. Il LiaGubsidiary of KKR Management Holdings Corp., €s8500 million
aggregate principal amount of 5.50% Senior Notes (2043 Senior Notes”), which were issued at agpaf 98.856%. The 2043
Senior Notes are unsecured and unsubordinatedatiblig of the issuer and will mature on FebruargQ4.3, unless earlier redeemed
or repurchased. The 2043 Senior Notes are fullyuarednditionally guaranteed, jointly and severdly KKR & Co. L.P. and the
KKR Group Partnerships. The guarantees are unsgamae unsubordinated obligations of the guaranidre.2043 Senior Notes bear
interest at a rate of 5.50% per annum, accruing ff@bruary 1, 2013. Interest is payable semi-amniraarrears on February 1 and
August 1 of each year.

The indenture, as supplemented by a first suppleahementure, relating to the 2043 Senior Noteduides covenants, including
limitations on the issuer’s and the guarantorsligitio, subject to exceptions, incur indebtednessured by liens on voting stock or
profit participating equity interests of their sidiaries or merge, consolidate or sell, transfdease assets. The indenture, as
supplemented, also provides for events of defandtfarther provides that the trustee or the holdérsot less than 25% in aggregate
principal amount of the outstanding 2043 Seniorddahay declare the 2043 Senior Notes
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immediately due and payable upon the occurrencelandg the continuance of any event of defaukradtxpiration of any applicable
grace period. In the case of specified events pkhgtcy, insolvency, receivership or reorganizatide principal amount of the 2043
Senior Notes and any accrued and unpaid interetteoR043 Senior Notes automatically becomes ddepagable. All or a portion of
the 2043 Senior Notes may be redeemed at the isqpion in whole or in part, at any time, andnfréime to time, prior to their
stated maturity, at the make-whole redemption piteforth in the 2043 Senior Notes. If a changeouwitrol repurchase event occurs,
the 2043 Senior Notes are subject to repurchaseeigsuer at a repurchase price in cash equ@lt®lof the aggregate principal
amount of the 2043 Senior Notes repurchased plgseerued and unpaid interest on the 2043 SenitedNepurchased to, but not
including, the date of repurchase.

Common Units

On April 12, 2013, KKR & Co. L.P. filed a registian statement with the Securities and Exchange Cssiom for the sale by us
from time to time of up to 2,500,000 common unit&kBR & Co. L.P. to generate cash proceeds (a)aufl} the amount of
withholding taxes, social benefit payments or samgayments payable by us in respect of awardseggrursuant to the Equity
Incentive Plan, and (2) the amount of cash delivémaespect of awards granted pursuant to theti¢nientive Plan that are settled
in cash instead of common units; and (b) to therexhe net proceeds from the sale of common eriteeds the amounts due under
clause (a), for general corporate purposes. Thérastnator of the Equity Incentive Plan is expectededuce the maximum numbel
common units eligible to be issued under the Eduitgntive Plan by the number of common units idsared sold pursuant to the
registration statement unless such reduction éadiy provided for with respect to such awards uttdeterms of the Equity Incentive
Plan. The Securities and Exchange Commission d&tthe registration statement effective on Maydd,32 As of March 31, 2014,
2,043,473 common units have been issued and sdi tine registration statement and are includediirbasic common units
outstanding as of March 31, 2014.

Liquidity Needs

We expect that our primary liquidity needs will s@st of cash required to: (i) continue to grow business, including seeding new
strategies and funding our capital commitments ntaasisting and future funds, co-investments, GlgBicles and any net capital
requirements of our capital markets companiesséiyvice debt obligations that may give rise taifatcash payments; (iii) fund cash operating
expenses; (iv) pay amounts that may become due vodé¢ax receivable agreement with KKR Holdingslascribed below; (v) make cash
distributions in accordance with our distributioslipy; (vi) underwrite commitments within our caglitmarkets business and (vii) acquire
additional principal assets, including the acqigsibf other investment advisory and capital magleisinesses. We may also require cash to
fund contingent obligations including those undamback, net loss sharing arrangements, contingemthase price payments in connection
with our acquisitions of or investments in equitgkes in other businesses or obligations in commeetith the defense, prosecution, or
settlement of legal claims. See “—Liquidity—Contizad Obligations, Commitments and Contingencieaotnconsolidated Basis.” We
believe that the sources of liquidity describedvabwill be sufficient to fund our working capitaquirements for at least the next 12 months.

Capital Commitments

The agreements governing our active investmentsgaherally require the general partners of thedsun make minimum capital
commitments to such funds, which usually range f&83tnto 4% of a fund’s total capital commitmentgimal closing, but may be greater for
certain funds pursuing newer strategies. In adulitice are responsible for certain limited partmégriests in some of our private equity funds.
The following table presents our uncalled committae¢a our active investment funds as of March 3142
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Uncalled
Commitments
(% in thousands)

Private Markets

North America Fund X $ 274,10(
Energy Income and Growth Fu 191,60(
Real Estate Partners Americ 154,70(
European Fund I 68,50(
Asian Fund Il 67,30(
2006 Func 61,70(
Infrastructure 16,30(
Natural Resource 11,10¢(
Other Private Equity Func 11,00(
Cc-Investment Vehicle 32,90(

Total Private Markets Commitments 889,20(

Public Markets

Special Situations Vehicle 98,30(
Mezzanine Funi 20,30(
Direct Lending Vehicle: 12,40(

Total Public Markets Commitments 131,00(
Total Uncalled Commitments $ 1,020,20!

As of March 31, 2014, KKR had unfunded commitmemssisting of (i) $1,020.2 million, as shown abaoeits active private equity
and other investment vehicles, (ii) $340.2 milliarconnection with commitments by KKR'’s capital heets business and (iii) $139.6 million
relating to Merchant Capital Solutions as describeldw and certain other investment commitmentsetr these amounts are actually
funded, in whole or in part depends on the termsuch commitments, including the satisfaction oiveraof any conditions to funding.

In addition to the commitments described above, KGR earmarked approximately $850 million to fuexfuire and develop new
strategies, products and initiatives including atévequity, infrastructure, alternative credit, GL&hd other strategies. The amounts earmarke
to fund and develop new strategies, products aitidtimes may be revised or terminated by KKR mdiscretion from time to time.

Prisma Capital Partner:

On October 1, 2012, KKR acquired all of the eqintgrests of Prisma. KKR may become obligated t&erfature purchase price
payments in the years 2014 and 2017 based on whhth€risma business grows to achieve certairatipgrperformance metrics when
measured in such years. KKR has the right in its discretion to pay a portion of such future pasdprice payments, if any, in
KKR & Co. L.P. common units rather than in cash.

Merchant Capital Solution

Merchant Capital Solutions LLC (“MCS”, formerly knm as “MerchCap Solutions LLC") is a joint ventyrartnership with Stone Point
Capital (“Stone Point”) and CPPIB Credit Investnsemhc. (“CPPIB”). MCS seeks to provide capital keds services to mid-market and
sponsor-backed companies as well as make certaicigal investments to support client needs. KK &tone Point each committed
$150 million of equity and CPPIB committed an audfial $50 million to MCS to support its busines&Ks remaining commitment is
approximately $129 million as of March 31, 2014. Riéxpects that certain capital markets activittgsHtird parties (other than KKR and its
portfolio companies) will be principally conductbgd MCS.
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Acquisition of Avoca Capite

On February 19, 2014, KKR closed its previouslyamted acquisition of 100% of the equity intere$tdvoca. Avoca is a European
credit investment manager with approximately $8llibh in assets under management as of March 8142The initial purchase price was
paid by KKR at the closing in cash and securitggg@senting the right to receive KKR & Co. L.P. enam units upon the election of holder:
such securities. Further information on this adtjois is presented in Note 14 of our financial staénts included elsewhere in this report.

Acquisition of KFN

On April 30, 2014, KKR completed its acquisitionwith KFN. KFN was managed by KKR Financial Advisdr.C, a subsidiary of
KKR, pursuant to a management agreement. At tleetfe time of the merger, each common share of iBNed and outstanding
immediately prior to the effective time (excludiagy common shares held by KKR Fund Holdings orafrits subsidiaries or KFN or any of
its wholly-owned subsidiaires) was converted i@ tight to receive 0.51 KKR common units of KKRG®%. L.P. together with cash in lieu of
fractional units resulting in the issuance of 10#iBion common units.

Tax Receivable Agreement

We and certain intermediate holding companiesahataxable corporations for U.S. federal, statklacal income tax purposes, may be
required to acquire KKR Group Partnership Unitgrfiime to time pursuant to our exchange agreeméhtkKR Holdings. KKR
Management Holdings L.P. made an election undeti®eé54 of the Internal Revenue Code that will agmin effect for each taxable year in
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 Partnershigmanily attributable to a portion of the goodwitiierent in our business that would not
otherwise have been available. This increase ibéa&xs may increase depreciation and amortizagoluctions for tax purposes and therefore
reduce the amount of income tax our intermediatdihg companies would otherwise be required toipahe future. This increase in tax basis
may also decrease gain (or increase loss) on fdtgpesitions of certain capital assets to therexsx basis is allocated to those capital asset:

We have entered into a tax receivable agreemehtkKKiR Holdings, which requires our intermediateding companies to pay to KKR
Holdings, or to executives who have exchanged KKiRdiigs units for KKR common units as transfereekiKR Group Partnership Units,
85% of the amount of cash savings, if any, in We8eral, state and local income tax that the inéeliate holding companies realize as a resul
of the increase in tax basis described above, Haw85% of the amount of any such savings therinédiate holding companies realize as a
result of increases in tax basis that arise ddettme payments under the agreement. We expedhtmrmediate holding companies to benefit
from the remaining 15% of cash savings, if anyingome tax that they realize. A termination of #ggeement or a change of control could |
rise to similar payments based on tax savingsvileatvould be deemed to realize in connection witthsevents. In the event that other of our
current or future subsidiaries become taxable gsocations and acquire KKR Group Partnership Unithe future, or if we become taxable
a corporation for U.S. federal income tax purposesexpect that each will become subject to a¢arivable agreement with substantially
similar terms.

These payment obligations are obligations of oteriediate holding companies and not the KKR Graginerships. As such, cash
payments received by common unitholders may vam fthose received by current and former holdetskiR Group Partnership Units held
by KKR Holdings and our current and former prind$p® the extent payments are made to those pantigdsr the tax receivable agreement.
Payments made under the tax receivable agreenené@uired to be made within 90 days of the filrighe tax returns of our intermediate
holding companies, which may result in a timindeténce between the tax savings received by KKiterimediate holdings companies and
the cash payments made to the selling holders d® Idfoup Partnership Units.
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For the three months ended March 31, 2014, no pagments were made under the tax receivable agréeAeof March 31, 2014,
$1.3 million of cumulative income tax savings héesn realized.

Distributions

We intend to make quarterly cash distributionsriroants that in the aggregate are expected to totestubstantially all of the cash
earnings of our investment management businesd@¥tdof the net cash income from our realized ppalkinvestments, in each case in exc
of amounts determined by us to be necessary obppate to provide for the conduct of our businéssnake appropriate investments in our
business and our investment funds and to comply applicable law and any of our debt instrumentstber obligations. For purposes of our
distribution policy, distributions are expectecctmsist of (i) FRE, (ii) carry distributions reced from our investment funds which have not
been allocated as part of our carry pool anddijercentage of net realized principal investmeeiine. This amount is expected to be reduce
by (i) corporate and applicable local taxes, if &iiiy non-controlling interests and (iii) amoumstermined by us to be necessary or appropria
for the conduct of our business and other mateistussed above. Due to the completion of ounisitipn of KFN, we expect that the next
quarterly cash distribution will include 100% of KI5 realized earnings for the applicable period.

The declaration and payment of any distributiorssarbject to the discretion of the board of directif the general partner of
KKR & Co. L.P., which may change the distributionlipy at any time, and the terms of its limited tparship agreement. There can be no
assurance that distributions will be made as irgdrat at all or that unitholders will receive sdiint distributions to satisfy payment of their
tax liabilities as limited partners of KKR & Co.R.. When KKR & Co. L.P. receives distributions fréime KKR Group Partnerships (the
holding companies of the KKR business), KKR Holdimgceives its pro rata share of such distributfoore the KKR Group Partnerships.

The following table presents our distribution cédd¢ion for the three months ended March 31, 20112013 as described above.
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Three Months Ended March 31,

(% in thousands except per unit data 2014 2013
Cash Revenue:
Fees $ 327,620 $ 221,11
Realized cash cari 193,55( 88,167
Net realized principal investment incot 192,89. 153,15t
Total Cash Revenue 714,06! 462,43
Cash Expense:
Realized cash carry allocated to carry f 77,42( 35,26
Compensation and benef 108,91! 75,16
Occupancy and related char¢ 14,18¢ 13,32:
Other operating expens 52,80: 44,63(
Total Cash Expenses 253,32! 168,38:
Cash income (loss) before noncontrolling interes@nd local taxes 460,74( 294,05¢
Less: local income taxe (20,730 (2,34))
Less: noncontrolling interes (3,202 (1,109
Total distributable earnings 446,80t 290,61«
Less: estimated current corporate income ti (33,445 (16,727
Distributable Earnings, net of taxes 413,36: 273,88
Less: Undistributed net realized principal investiriacome (115,739 (91,899
Distributed Earnings $ 297,62¢ $ 181,99
Distributable Earnings, net of taxes per KKR & Co.L.P. common unit $ 0.5¢ $ 0.4C
Distribution per KKR & Co. L.P. common unit $ 04: $ 0.27
Components of Distribution per KKR & Co. L.P. common unit
After-tax FRE $ 0.1t $ 0.1C
Realized Cash Cari $ 017 $ 0.0¢
Distributed Net Realized Principal Investment Ine& $ 0.11 $ 0.0¢
Adjusted Units Eligible For Distribution 696,070,61 686,761,26
Payout Ratio 72.(% 66.2%

The following table provides a reconciliation of Rk Adjusted Units to Adjusted Units Eligible of €iibution:

As of March 31,

2014
Adjusted Units 728,714,59
Adjustments
Unvested Common Uni (30,098,38)
Unvested Other Exchangeable Ur 2,545,60)
696,070,61

Adjusted Units Eligible for Distribution
Net Realized Principal Investment Inco

Net realized principal investment income referaab cash income from (i) realized investment gaimd losses excluding certain reali
investment losses from principal investments toetktent unrealized losses on these investmentsneeognized prior to the combination with
KPE on October 1, 2009, (ii) dividend income arii) ifiterest income net of interest expense lestarecompensation and general and
administrative expenses incurred in the generaifaret realized principal investment income, if aimyeach case generated by KISRrincipa
investments held on or through KK&Rbalance sheet in our Capital Markets and Prihéipvities segment. This is a term to describ@oation
of KKR’s quarterly distribution. Realized investméosses from principal investments that were ayearitten down as of October 1, 2009
that have been excluded from net realized prindipadstment income as described above in (i) alaoveunted to approximately $55.5 million
for the three months ended March 31, 2014.

Total Distributable Earnings



Total distributable earnings is the sum of (i) FRE,carry distributions received from KKR’s inviasent funds which have not been
allocated as part of its carry pool and (iii) nedlized principal investment income; less (i) aggidie local income taxes, if any, and
(ii) noncontrolling interests. We believe this mesis useful to unitholders as it provides a seppntal measure to assess performance,
excluding the impact of mark-to-market gains (Ie3sand also assess amounts available for disibttt KKR unitholders. However, total
distributable earnings is not a measure that caeslactual distributions under KKR’s current disttion policy.
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Total distributable earnings were $446.8 million tiee three months ended March 31, 2014, an inereB$156.2 million, compared to
$290.6 million for the three months ended MarchZ1,3. The increase was primarily attributablertarerease in fees of $106.5 million, an
increase in realized cash carry of $105.4 milliod an increase in net realized principal investnrazame of $39.7 million, partially offset by
an increase in realized cash carry allocated iy garol of $42.2 million and increase in comper@matnd benefits of $33.8 million. From
March 31, 2014 to April 24, 2014, we have annoursigdealization events that are expected to dowiei approximately $0.40 per unit to the
second quarter distribution based on the numbeomimon units outstanding prior to our acquisitid®KBN. Including the common units
issued in connection with the acquisition of KFhege transactions are expected to contribute ajppatedy $0.35 per unit to the second
quarter distribution. Whether this amount is aliyudeclared is subject to the decision of our looair directors, the closing of certain
transactions, and other factors that may not lmiircontrol. For a discussion of our distributiosse “—Sources of Liquidity”.

Other Liquidity Needs

We may also be required to fund various underwgiiommitments in our capital markets business irmeaction with the underwriting
loans, securities or other financial instrument® génerally expect that these commitments willymeligated to third parties or otherwise
fulfilled or terminated, although we may in somstances elect to retain a portion of the commitsétour own account.

Contractual Obligations, Commitments and Contingées on an Unconsolidated Basis

In the ordinary course of business, we enter iottractual arrangements that may require futurh pagments. The following table sets
forth information relating to anticipated futuresbgpayments as of March 31, 2014 on an unconsetidadsis before the consolidation of fund:
and CLOs:

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 fund

(1) $ 1,020.: $ — $ — $ — $ 1,020.:
Debt payment obligations (; — — — 1,000.( 1,000.(
Interest obligations on debt ( 59.4 118.¢ 118.¢ 710.1 1,007.:
Underwriting commitments (4 249.¢ — — — 249.¢
Lending commitments (¢ 90.4 — — — 90.4
Other commitments (€ 139.¢ — — — 139.¢
Lease obligation 46.€ 91.4 74.¢ 84.4 297.t
Total $ 1,606.. $ 210.2 $ 193¢ $ 1,794 $ 3,804.¢

(1) These uncalled commitments represent amounts cdeahfiy us to fund a portion of the purchase priie for each investment me

by our investment funds which are actively invegtiBecause capital contributions are due on denthedgbove commitments have
been presented as falling due within one year. Heweagiven the size of such commitments and thesrat which our investment
funds make investments, we expect that the cagtaimitments presented above will be called ovegreod of several years. See “—
Liquidity—Liquidity Needs.”

(2) Represents the 2020 Senior Notes and 2043 SentesNehich are presented gross of unamortized dirgco

3) These interest obligations on debt represent ettifriaterest to be paid over the maturity of tHatsel debt obligation, which has
been calculated assuming the debt outstanding ethVEL, 2014 is not repaid until its maturity. Fetinterest rates are assumed to be
those in effect as of March 31, 2014, includinghbedriable and fixed rates, as applicable, provigedy the relevant debt
agreements. The amounts presented above includgeddaterest on outstanding indebtedness.
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4 Represents various commitments in our capital maikesiness in connection with the underwritindgpais, securities and other
financial instruments. These commitments are shogtrof amounts syndicated.

(5) Represents obligations in our capital markets assirio lend under various revolving credit fa@#ti

(6) Represents our commitment to MCS and certain ativeistment commitments. See “—Liquidity—Liquidityeds—Merchant
Capital Solutions.”

The commitment table above excludes contractuauatsmwed under the tax receivable agreement, bedhe ultimate amount and
timing of the amounts due are not presently knotsof March 31, 2014, a payable of $102.0 milli@s lbeen recorded in due to affiliates in
the consolidated financial statements represemtiagagement’s best estimate of the amounts currexgigcted to be owed under the tax
receivable agreement. As of March 31, 2014, apprately $7.6 million of cumulative cash paymentsénbeen made under the tax receivable
agreement. See “—Liquidity Needs—Tax Receivableeg&grent.”

The commitment table above excludes contingentideretion payments that may be owed in connectiibh &cquisitions and other
investments because the ultimate amounts due apresently known. As of March 31, 2014, the reedrdmounts of these contingent
consideration obligations were approximately $134ilion.

The commitment table above excludes amounts reddadditigation matters because the ultimate ant@nd timing of the amounts to
be paid, if any, are not presently known. See thesalidated financial statements of KKR and thatesl notes included elsewhere in this
report.

In the normal course of business, we enter intdraots that contain a variety of representatiortsvaarranties that provide general
indemnifications. In addition, certain of our cohdated funds and CLOs have provided certain indéesrelating to environmental and other
matters and have provided nonrecourse carve-ouagtees for fraud, willful misconduct and othertonsary wrongful acts, each in
connection with the financing of certain real estatzestments that we have made. Our maximum exeaswer these arrangements is
unknown as this would involve future claims thatythe@ made against us that have not yet occurrededer, based on prior experience, we
expect the risk of material loss to be low.

The partnership documents governing our carry-gaftinds, including funds and vehicles relating tiwgte equity, mezzanine,
infrastructure, energy, direct lending and spegitalations investments, generally include a “clasWgrovision that, if triggered, may give r
to a contingent obligation requiring the generatmer to return amounts to the fund for distribatto the fund investors at the end of the life o
the fund. Under a clawback obligation, upon theitigtion of a fund, the general partner is requtceckturn, typically on an after-tax basis,
previously distributed carry to the extent thate doi the diminished performance of later investmgtiie aggregate amount of carry
distributions received by the general partner dytire term of the fund exceed the amount to whiehgeneral partner was ultimately entitled,
including the effects of any performance threshditicluding carried interest received by the geineaetners of funds that were not
contributed to us in the KPE Transaction, as ofdfié81, 2014, no carried interest was subject ®dlgiwback obligation, assuming that all
applicable carry paying funds were liquidated airtiMarch 31, 2014 fair values. Had the investméntuch funds been liquidated at zero
value, the clawback obligation would have been $1.@ million. Carried interest is recognized in tatement of operations based on the
contractual conditions set forth in the agreemgpotaerning the fund as if the fund were terminated liquidated at the reporting date and the
fund’s investments were realized at the then eséich&air values. Amounts earned pursuant to camest are earned by the general partne
of those funds to the extent that cumulative investt returns are positive and where applicabldemed return thresholds have been met. If
these investment amounts earned decrease or tgativeein subsequent periods, recognized carrignigat will be reversed and to the extent
that the aggregate amount of carry distributioegired by the general
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partner during the term of the fund exceed the arntmuwhich the general partner was ultimatelyt@dj a clawback obligation would be
recorded. For funds that are consolidated, thisludeck obligation, if any, is reflected as an ineea noncontrolling interests in the
consolidated statements of financial condition. feoids that are not consolidated, this clawbacikgalibn, if any, is reflected as a reduction of
our investment balance as this is where carrieztést is initially recorded.

Certain private equity funds that were contributeds in the KPE Transaction in 2009 also includeet loss sharing provision.” Upon
the liquidation of an investment vehicle to whichet loss sharing obligation applies, the geneaher is required to contribute capital to the
vehicle, to fund 20% of the net losses on investmdn these vehicles, such losses would be redjtirée paid by us to the fund investors in
those vehicles in the event of a liquidation of filmed regardless of whether any carried interedtgraviously been distributed, and a greater
share of investment losses would be allocable telasive to the capital that we contributed tastgeneral partner. Based on the fair market
values as of March 31, 2014, there would have bbeemet loss sharing obligation. If the vehiclesev@uidated at zero value, the net loss
sharing obligation would have been approximatelg2@ million as of March 31, 2014.

Prior to the KPE Transaction in 2009, certain af puincipals who received carried interest disttibos with respect to certain private
equity funds contributed to us had personally guiseed, on a several basis and subject to a capotitangent obligations of the general
partners of such private equity funds to repay am®to fund investors pursuant to the general pasticlawback obligations. The terms of the
KPE Transaction require that our principals rentagponsible for any clawback obligations relatiogarry distributions received prior to the
KPE Transaction, up to a maximum of $223.6 millidhrough investment realizations, this amount reenlreduced to $199.1 million as of
March 31, 2014. Using valuations as of March 31,&Mo amounts are due with respect to the clawbhbigation required to be funded by
our principals. Carry distributions arising subsenfuto the KPE Transaction may give rise to clawh#aigations that may be allocated
generally to us and our principals who particigatthe carry pool. Unlike the clawback obligatiove will be responsible for amounts due
under a net loss sharing obligation and will inddgnaur principals for any personal guarantees thay have provided with respect to such
amounts. In addition, guarantees of or similarrageaments relating to clawback or net loss sharbligjations in favor of third party investors
in an individual investment partnership by entities own may limit distributions of carried interesore generally.

Contractual Obligations, Commitments and Contingeées on a Consolidated Basis

In the ordinary course of business, we and ouraateted funds and CLOs enter into contractualrayeanents that may require future
cash payments. The following table sets forth imfation relating to anticipated future cash paymestef March 31, 2014. This table differs
from the table presented above which sets fortlraotual commitments on an unconsolidated basieipélly because this table includes the
obligations of our consolidated funds and CLOs.

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 $ 18,434. $ — $ — 3 — $ 18,434.
Debt payment obligations (; — 907.¢ 188.2 2,184." 3,280.t
Interest obligations on debt ( 112.¢ 196.1 159.t 822.t 1,290.t
Underwriting commitments (4 249.¢ — — — 249.¢
Lending commitments (¢ 90.4 — — — 90.4
Other commitments (€ 139.¢ — — — 139.¢
Lease obligation 46.€ 91.4 74.¢ 84.4 297.k
Total $ 19,073 $ 1,195.. $ 4225 $ 3,091.¢ $ 23,782.

105




Table of Contents

(1) These uncalled commitments represent amounts cdethiiy our consolidated investment funds, whichuide amounts committed
by KKR and our fund investors, to fund the purchaisee paid for each investment made by our investrfunds which are actively
investing. Because capital contributions are dudamand, the above commitments have been presamfatling due within one yei
However, given the size of such commitments anaates at which our investment funds make investspeve expect that the capital
commitments presented above will be called ovegriod of several years. See “—Liquidity—Liquidityelds.”

(2) Amounts include (i) the 2020 Senior Notes and 28d8ior Notes of $1.0 billion gross of unamortizéztdunt, (ii) financing
arrangements entered into by our consolidated furittisthe objective of enhancing returns or prowglliquidity to the funds of $1.0
billion and (iii) debt securities issued by our solidated CLOs of $1.2 billion. Debt securitiesuisd by consolidated CLOs are
supported solely by the investments held at the @&kicles and are not collateralized by assetsipfother KKR entity. Obligations
under financing arrangements entered into by onsa@lidated funds are generally limited to our pmtarequity interest in such funds.
Our management companies bear no obligations e#fpect to financing arrangements at our consotidateds.

3) These interest obligations on debt represent ettifriaterest to be paid over the maturity of tHatsel debt obligation, which has
been calculated assuming the debt outstanding ethVEL, 2014 is not repaid until its maturity. Fetinterest rates are assumed to be
those in effect as of March 31, 2014, includinghbedriable and fixed rates, as applicable, provigedy the relevant debt
agreements. The amounts presented above includgeddaterest on outstanding indebtedness.

4) Represents various commitments in our capital maikesiness in connection with the underwritindgpais, securities and other
financial instruments. These commitments are shogtrof amounts syndicated.

(5) Represents obligations in our capital markets lssirio lend under various revolving credit fa&#ti

(6) Represents our commitment to MCS and certain ativeistment commitments. See “—Liquidity—Liquidityeds—Merchant
Capital Solutions.”

The commitment table above excludes contractualatscmwed under the tax receivable agreement bec¢heasiltimate amount and
timing of the amounts due are not presently knotsof March 31, 2014, a payable of $102.0 milli@s lbeen recorded in due to affiliates in
the consolidated financial statements represemtiagagement’s best estimate of the amounts currexgigcted to be owed under the tax
receivable agreement. As of March 31, 2014, apprately $7.6 million of cumulative cash paymentsénbeen made under the tax receivable
agreement. See “—Liquidity Needs—Tax Receivablee&grent.”

The commitment table above excludes contingentideretion payments that may be owed in connectiibh &cquisitions and other
investments because the ultimate amounts due amresently known. As of March 31, 2014, the reedrdmounts of these contingent
consideration obligations were approximately $134ilion.

The commitment table above excludes amounts reddadditigation matters because the ultimate ant@nd timing of the amounts to
be paid, if any, are not presently known. See tnsclidated financial statements of KKR and thatesl notes included elsewhere in this
report.

106




Table of Contents
Off Balance Sheet Arrangements

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

Condensed Consolidated Statement of Cash Flows

The accompanying condensed consolidated stateroecash flows include the cash flows of our cordatied entities which, in
particular, include our consolidated funds and ClnOsvithstanding the fact that we may hold onlyiaarity economic interest in those funds
and CLOs. The assets of our consolidated fundsCaif@ks, on a gross basis, are substantially larger the assets of our business and,
accordingly, have a substantial effect on the ¢lasts reflected in our condensed consolidated statds of cash flows. The primary cash flow
activities of our consolidated funds and CLOs ineol(i) capital contributions from fund investo(s) using the capital of fund investors to
make investments; (iii) financing certain investrisanith indebtedness; (iv) generating cash flowsugh the realization of investments; and
(v) distributing cash flows from the realizationinfestments to fund investors. Because our cotet@d funds and CLOs are treated as
investment companies for accounting purposes,inaesfahese cash flow amounts are included in @shdlows from operations.

Net Cash Provided by (Used in) Operating Activi

Our net cash provided by (used in) operating a@wiwas $(0.9) billion and $1.5 billion during ttheee months ended March 31, 2014
and 2013, respectively. These amounts primariljugted: (i) proceeds from sales of investments hpuechases of investments by our funds
and CLOs of $(1.0) billion and $1.1 billion duritie three months ended March 31, 2014 and 2013ectsely; (ii) net realized gains (losses)
on investments of $0.8 billion and $1.0 billion mhgrthe three months ended March 31, 2014 and,2@%Bectively; and (iii) change in
unrealized gains (losses) on investments of $1lidand $1.3 billion during the three months ethdiéarch 31, 2014 and 2013, respectively.
Certain KKR funds and CLOs are, for GAAP purposmgestment companies and reflect their investmantsother financial instruments at
fair value.

Net Cash Provided by (Used in) Investing Activi

Our net cash provided by (used in) investing atitizivas $(68.5) million and $60.4 million durirfgetthree months ended March 31,
2014 and 2013, respectively. Our investing actgiincluded the purchases of furniture, computeshvaare and leasehold improvements of
$1.9 million and $1.3 million as well as a (decedacrease in restricted cash and cash equivalesitrimarily funds collateral requirements
of $7.7 million and $(61.7) million during the tlerenonths ended March 31, 2014 and 2013, respectigalvell as cash paid for acquisitions,
net of cash acquired of $(58.9) million for theetmonths ended March 31, 2014.

Net Cash Provided by (Used in) Financing Activi

Our net cash provided by (used in) financing atiégiwas $1.0 billion and $(1.3) billion during ttheee months ended March 31, 2014
and 2013, respectively. Our financing activitiesrarily included: (i) distributions to, net of ceittutions by our noncontrolling and
redeemable noncontrolling interests, of $0.9 hillamd $(1.6) billion during the three months enlftadch 31, 2014 and 2013, respectively;

(i) net proceeds received net of repayment of déhigations of $0.2 billion and $0.5 billion dugrthe three months ended March 31, 201<
2013, respectively; and (iii) distributions to quartners of $(138.3)million and $(177.4) millionrihg the three months ended March 31, 2014
and 2013, respectively.

Critical Accounting Policies
The preparation of our consolidated financial stegets in accordance with GAAP requires our managétoemake estimates and
judgments that affect the reported amounts of asset liabilities, disclosure of contingent asseid liabilities, and reported amounts of fe

expenses and investment income. Our managemers these
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estimates and judgments on available informati@tptical experience and other assumptions thdbelieve are reasonable under the
circumstances. However, these estimates, judgnaadtassumptions are often subjective and may badteg negatively based on changing
circumstances or changes in our analyses. If aatnalints are ultimately different from those estedajudged or assumed, revisions are
included in the consolidated financial statementhée period in which the actual amounts becomevinaVe believe the following critical
accounting policies could potentially produce miatbr different results if we were to change ungiany estimates, judgments or assumptions.
Please see the notes to the consolidated finastei@ments included elsewhere in this report fahér detail regarding our critical accounting
policies.

Principles of Consolidatior

The types of entities with which KKR is involvedrggrally include (i) subsidiaries, including managgrincompanies, brokatealers ani
general partners of investment funds that KKR masagi) entities that have all the attributes ofimvestment company like investment funds
and (iii) CLOs. Each of these entities is assefsedonsolidation on a case by case basis depermxdirige specific facts and circumstances
surrounding that entity.

Pursuant to its consolidation policy, KKR first citlers whether an entity is considered a variatikrést entity (“VIE") and therefore
whether to apply the consolidation guidance undeMIE model. Entities that do not qualify as Vi&e generally assessed for consolidation
as voting interest entities (“VOES") under the ungtinterest model.

With respect to KKR’s consolidated funds that ase @LOs, KKR meets the criteria for the Deferratidherefore applies the
consolidation rules that existed prior to Januarg10. For these funds, KKR generally has opematidiscretion and control, and fund
investors have no substantive rights to impact orgggovernance and operating activities of the funduding the ability to remove the
general partner, also known as kick-out rightsaAesult, a fund should be consolidated unless KE&a nominal level of equity at risk. To
the extent that KKR commits a nominal amount ofiggie a given fund and has no obligation to fumy éuture losses, the equity at risk to
KKR is not considered substantive and the fungpgctlly considered a VIE. In these cases, the fumdstors are generally deemed to be the
primary beneficiaries, and KKR does not consolidagefund. In cases when KKR’s equity at risk ismed to be substantive, the fund is
generally considered to be a VOE and KKR generalysolidates the fund under the VOE model.

With respect to CLOs, which are generally VIE's thriteria for the Deferral are not met and theeKR applies the consolidation
rules issued on January 1, 2010. In its role Hatecal manager, KKR generally has the power tealithe activities of the CLO entities that
most significantly impact the economic performantéhe entity. In some, but not all cases, KKRotlgh both its residual interest in the CLO
and the potential to earn an incentive fee, mag haviable interests that represent an obligatiabsorb losses of or a right to receive ben
from the CLO that could potentially be significdotKKR. In cases where KKR has both (a) the pawatirect the activities of the CLO that
most significantly impact the CLOs economic perfante and (b) the obligation to absorb losses o€tt® or the right to receive benefits
from the CLO that could potentially be significaatthe CLO, KKR consolidates the CLO.

Certain of KKR’s funds and CLOs are consolidatedB§R notwithstanding the fact that KKR has only aority economic interest in
those funds and vehicles. KK&financial statements reflect the assets, ligslitfees, expenses, investment income (loss) astu ftows of the
consolidated KKR funds and vehicles on a grosssbasid the majority of the economic interests oséfunds, which are held by fund
investors or other stakeholders, are attributetbtocontrolling interests or appropriated capitahi@ accompanying financial statements. All of
the management fees and certain other amountscebyri€KR from those funds and entities are elimaglain consolidation. However, because
the eliminated amounts are earned from, and fubgiedoncontrolling interests, KKR’s attributableasé of the net income (loss) from those
funds is increased by the amounts eliminated. Atingly, the elimination in consolidation of such @mts has no effect on net income (loss)
attributable to KKR or KKR partners’ capital.
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KKR'’s funds are, for GAAP purposes, investment canips and therefore are not required to consoliti&ie investments, including
investments in portfolio companies, even if majeotvned and controlled. Rather, the consolidatedi$iand vehicles reflect their investments
at fair value as described below in “Fair Value Big&ments”. All intercompany transactions and badarhave been eliminated.

Investments

Investments consist primarily of private equityalrassets, credit, investments of consolidated Ck@sity method and other
investments. Investments are carried at their edéichfair values, with unrealized gains or lossssilting from changes in fair value reflected
as a component of Net Gains (Losses) from Investietivities in the consolidated statements of agiens. Investments denominated in
currencies other than the U.S. dollar are valuegth@n the spot rate of the respective currentlyeatnd of the reporting period with changes
related to exchange rate movements reflected ampanent of Net Gains (Losses) from Investmentvtadss in the consolidated statement:
operations. Security and loan transactions aredecoon a trade date basis. Further disclosurexasiments is presented in Note 4,
“Investments.”

The following describes the types of securitieglveithin each investment class.
Private Equity—Consists primarily of equity investments in opargtbusinesses.

Real Assets—Consists primarily of investments in (i) oil andtaral gas properties (“energy”), (ii) infrastruwassets, and
(iii) residential and commercial real estate asaatsbusinesses (“real estate”).

Credit—Consists primarily of investments in below investihgrade corporate debt securities (primarily hyiigid bonds and
syndicated bank loans), distressed and opportamstit and interests in unconsolidated CLOs.

Investments of Consolidated CLOsConsists primarily of investments in below investingrade corporate debt securities (prime
high yield bonds and syndicated bank loans) halectly by the consolidated CLO vehicles.

Equity Method—Consists primarily of investments in which KKR Hagnificant influence, including investments inconsolidated
investment funds.

Other—Consists primarily of investments in common stqmieferred stock, warrants and options of compathigisare not private
equity, real assets, credit or equity method inmesis.

Fair Value Measurements

Investments and other financial instruments aresonea and carried at fair value. The majority eistments and other financial
instruments are held by the consolidated fundsvahitles. KKR’s funds are, for GAAP purposes, irtu@nt companies and reflect their
investments and other financial instruments atvalue. KKR has retained the specialized accourftinghe consolidated funds and vehicles ir
consolidation. Accordingly, the unrealized gaind &rsses resulting from changes in fair value efittvestments held by KKR’s funds are
reflected as a component of Net Gains (Losses) frm@stment Activities in the consolidated statetaeri operations.

For investments and other financial instruments d@ina not held in a consolidated fund or vehiclKR<has elected the fair value option
since these investments and other financial ingnimare similar to those in the consolidated fiaribvehicles. Such election is irrevocable
and is applied on an investment by investment k&distial recognition. Unrealized gains and Iassesulting from changes in fair value are
reflected as a component of Net Gains (Losses) frm@stment Activities in the consolidated statetaeri operations. The methodology for
measuring the fair value of such investments ahdrdinancial instruments is consistent with thetlrodologies applied to investments and
other financial instruments that are held in coistéd funds and vehicles. In addition, KKR hagteld the fair value option for the
investments and debt obligations of the consolil&teO vehicles.
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The carrying amounts of Other Assets, Accounts Blaydccrued Expenses and Other Liabilities recogghion the condensed consolidated
statements of financial condition (excluding Fix&skets, Goodwill, Intangible Assets, contingentsidaration and certain debt obligations)
approximate fair value due to their short term mities. Further information on Fixed Assets is praed in Note 7, “Other Assets and
Accounts Payable, Accrued Expenses and Other [tiabfl Further information on Goodwill and Intabtg Assets is presented in Note 15
“Goodwill and Intangible Assets.” Further inforntion contingent consideration is presented in NdtéAcquisitions.” KKR'’s debt
obligations, except for KKR’s 2020 and 2043 Semotes, bear interest at floating rates and theeeffmir value approximates carrying value.
Further information on KKR’s 2020 and 2043 Seniat®$ are presented in Note 9, “Debt Obligation§ié Tair values for KKR’s 2020 and
2043 Senior Notes were derived using Level Il ismimilar to those utilized in valuing credit int@ents.

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 algjlfr value is based on observable market pracgmrameters or derived from such price:
or parameters. Where observable prices or inpataatravailable, valuation techniques are applibégse valuation techniques involve varying
levels of management estimation and judgment, dgged of which is dependent on a variety of faciee 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 valuatio
these assets and liabilities. The hierarchicalltegefined under GAAP are as follows:

Level |

Inputs are unadjusted, quoted prices in active ataror identical assets or liabilities at the measent date. The type of investments
and other financial instruments included in thikegary are publicly-listed equities and debt anthisées sold short. We classified 15.4% of
total investments measured and reported at fairevas Level | at March 31, 2014.

Level Il

Inputs are other than quoted prices that are obblr\for the asset or liability, either directlyindirectly. Level Il inputs include quoted
prices for similar instruments in active markets] anputs other than quoted prices that are obbtfar the asset or liability. The type of
investments and other financial instruments inallitethis category are credit investments, conblertilebt securities indexed to publidisted
securities, and certain over-the-counter derivatiVide classified 10.4% of total investments meabkare reported at fair value as Level Il at
March 31, 2014.

Level Il

Inputs are unobservable for the asset or liabitityd 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 companieal assets investments and credit
investments for which a sufficiently liquid tradingarket does not exist. We classified 74.2% ofl iotzestments measured and reported at fai
value as Level Il at March 31, 2014. The valuatidrour Level Ill investments at March 31, 2014negents managemestest estimate of tl
amounts that we would anticipate realizing on tile 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 itérety. Our assessment of the significance of éiqdar input to the fair value measurement in
its entirety requires judgment and consideratiofaofors specific to the asset.
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A significant decrease in the volume and levelaivity 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 instapicgansactions that are not orderly. In
those circumstances, further analysis of transastor quoted prices is needed, and a significgaosadent to the transactions or quoted prices
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, Wiee the instrument has recently been issued, vehdlle instrument is traded on an active
exchange or in the secondary market, and currerkeneonditions. To the extent that valuation isézhon models or inputs that are less
observable or unobservable in the market, the ohixtation of fair value requires more judgment. Actingly, the degree of judgment
exercised by us in determining fair value is grefafer instruments categorized in Level lll. Theighility and availability of the observable
inputs affected by the factors described above caage transfers between Levels |, 11, and I, Wwhie recognize at the beginning of the
reporting period.

Investments and other financial instruments thattraadily observable market prices (such as ttrasled on a securities exchange) are
stated at the last quoted sales price as of trertieg date. We do not adjust the quoted pricdglese investments, even in situations where w
hold a large position and a sale could reasondfdgtahe quoted price.

Level Il Valuation Methodologies

Financial assets and liabilities categorized asL#wonsist primarily of securities indexed tobtioly-listed securities and credit and
other investments. Credit investments generallyehad and ask prices that can be observed in thketpdace. Bid prices reflect the highest
price that KKR and others are willing to pay forasset. Ask prices represent the lowest pricelK& and others are willing to accept for an
asset. For financial assets and liabilities whopeits are based on bid-ask prices obtained from garty pricing services, fair value may not
always be a predetermined point in the bid-askea@ur policy is generally to allow for mid-markgicing and adjusting to the point within
the bid-ask range that meets our best estimat&irofdlue. For securities indexed to publicly lgssecurities, such as convertible debt, the
securities are typically valued using standard eotite security pricing models. The key input®ittiese models that require some amount o
judgment are the credit spreads utilized and thatilioy assumed. To the extent the company beimiged has other outstanding debt secur
that are publicly-traded, the implied credit spreadhe company’s other outstanding debt securit@sld be utilized in the valuation. To the
extent the company being valued does not have otitstanding debt securities that are publicly¢hdhe credit spread will be estimated
based on the implied credit spreads observed irpacaible publiclywraded debt securities. In certain cases, an additspread will be added
reflect an illiquidity discount due to the fact thle security being valued is not publicly-trad&éHe volatility assumption is based upon the
historically observed volatility of the underlyimgjuity security into which the convertible debtisdy is convertible and/or the volatility
implied by the prices of options on the underlyatmity security.

Level Il Valuation Methodologies

Management'’s determination of fair value is baggohuthe best information available for a given winstance and may incorporate
assumptions that are management’s best estimagesansideration of a variety of internal and exsd factors.

Financial assets and liabilities categorized asL#V/consist primarily of the following:

Private Equity InvestmentsWe generally employ two valuation methodologiegwkletermining the fair value of a private equity
investment. The first methodology is typically arket comparables analysis that considers key fiaamputs and recent public and private
transactions and other available measures. Thendanethodology utilized is typically a discountexsk flow analysis, which incorporates
significant assumptions and judgments. Estimaté®pfinputs used in this methodology include thégivieed average cost of capital for the
investment and assumed inputs used to calculatertarvalues, such as exit EBITDA multiples. Othmgguts are
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also used in both methodologies. For valuationsrd@hed for periods other than at year end, variopsts may be estimated prior to the end
of the relevant period. Also, as discussed in gredétail under “—Business Environment,” a chamgmierest rates could have a significant
impact on valuations. In certain cases the resiltise discounted cash flow approach can be sanifly impacted by these estimates.

Upon completion of the valuations conducted usiregsé methodologies, a weighting is ascribed to gethod, and an illiquidity
discount is typically applied where appropriatee Titimate fair value recorded for a particularéstment will generally be within a range
suggested by the two methodologies.

When determining the weighting ascribed to eachatédn methodology, we consider, among other factbie availability of direct
market comparables, the applicability of a discedrtash flow analysis and the expected hold pemabdmanner of realization for the
investment. These factors can result in differegightings among investments in the portfolio andertain instances may result in up to a
100% weighting to a single methodology. Acrossltbeel Ill private equity investment portfolio, agximately 82% of the fair value is
derived from investments that are valued basedtlg@@% on market comparables and 50% on a diseducash flow analysis. Less than 5%
of the fair value of the Level Ill private equityvestment portfolio is derived from investmentd tre valued either based 100% on market
comparables or 100% on a discounted cash flow aisalfs of March 31, 2014, the overall weights dweat to the market comparables
methodology and the discounted cash flow methodologour Level Il private equity investments wet8% and 51%, respectively. As of
March 31, 2014, we believe that the approach afgibbth the market multiples methodology and tisealinted cash flow methodology
resulted in valuations of our aggregate Level tiv@te equity portfolio that were only marginalligher than if only the discounted cash flow
methodology had been used and that were only nelhgiower than if only the market comparables noeliblogy had been used.

When determining the illiquidity discount to be &ipg, we seek to take a uniform approach acrosporfolio and generally apply a
minimum 5% discount to all private equity investrtseiWe then evaluate such private equity investmentletermine if factors exist that co
make it more challenging to monetize the investnagat, therefore, justify applying a higher illigitiddiscount. These factors generally
include (i) whether we are unable to sell the pdidfcompany or conduct an initial public offerinfithe portfolio company due to the consent
rights of a third party or similar factors, (ii) ether the portfolio company is undergoing significeestructuring activity or similar factors and
(iii) characteristics about the portfolio compamrgarding its size and/or whether the portfolio campis experiencing, or expected to
experience, a significant decline in earnings. €Hastors generally make it less likely that a fabid company would be sold or publicly
offered in the near term at a price indicated bpgigust a market multiples and/or discounted dash analysis, and these factors tend to
reduce the number of opportunities to sell an itmest and/or increase the time horizon over whitinaestment may be monetized.
Depending on the applicability of these factors,deeermine the amount of any incremental illiquiditscount to be applied above the 5%
minimum, and during the time we hold the investm#m illiquidity discount may be increased or éased, from time to time, based on
changes to these factors. The amount of illiquidiscount applied at any time requires considerplilgment about what a market participant
would consider and is based on the facts and cstamaes of each individual investment. Accordintig, illiquidity discount ultimately
considered by a market participant upon the re@izaf any investment may be higher or lower thzat estimated by us in our valuations.

Real Assets Investmentd:or energy and infrastructure investments, wesgaly utilize a discounted cash flow analysis, ethi
incorporates significant assumptions and judgmdtgimates of key inputs used in this methodolegyuide the weighted average cost of
capital for the investment and assumed inputs tesedlculate terminal values, such as exit EBITDAltiples. For real estate investments, we
generally utilize a combination of direct incom@italization and discounted cash flow analysis,clhincorporates significant assumptions
and judgments. Estimates of key inputs used ireth@sthodologies include an unlevered discountaateterminal capitalization rate. The
valuations of real assets investments also use otpets. Certain investments in real estate amaggngenerally do not include a minimum
illiquidity discount.
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Credit Investments: Credit investments are valued using values obthfrom dealers or market makers, and where thalses are not
available, credit investments are valued by usdaseranges of values determined by an independduation firm. Valuation models are
based on discounted cash flow analyses, for wiietkéy inputs are determined based on market cablesr, which incorporate similar
instruments from similar issuers.

Other Investments:We generally employ the same valuation methodetogs described above for private equity investsiehen
valuing these other investments.

CLO Debt ObligationsThe senior secured and subordinated notes of theotidated CLOs are valued based on dealer quotema
situations where third party quotes are unavailabldiscounted cash flow analysis. When discouc#esth flow analyses are utilized, the
significant unobservable inputs used in the falu@aneasurement of the senior secured and subtedinates include the discount rate, def
rate and recovery rates applied in the valuatiodets

Key unobservable inputs that have a significantaatn our Level Il investment valuations as dibset above are included in Note 5
“Fair Value Measurements.” We utilize several uresisable pricing inputs and assumptions in detemmgitthe fair value of its Level llI
investments. These unobservable pricing inputsaasdmptions may differ by investment and in thdiegion of our valuation methodologi
Our reported fair value estimates could vary maligrif we had chosen to incorporate different usetyable pricing inputs and other
assumptions or, for applicable investments, if wly aised either the discounted cash flow methodotomghe market comparables
methodology instead of assigning a weighting tdboethodologies.

Level Ill Valuation Process

The valuation process involved for Level Ill measuents is completed on a quarterly basis and igmiss to subject the valuation of
Level Ill investments to an appropriate level ofsistency, oversight, and review. We have a PriMaekets valuation committee for private
equity and real assets investments and a valuatiommittee for credit (including investments helddmnsolidated CLOs) and other
investments. The Private Markets valuation committey be assisted by subcommittees for exampleeindluation of real estate investme
Each of the Private Markets valuation committee tedcredit valuation committee is assisted bylaation team, which, except as noted
below, is comprised only of employees who are ne¢stment professionals responsible for preparatirpinary valuations or for oversight
the investments being valued. The valuation teameriergy, infrastructure and real estate investsnesntain investment professionals who
participate in the preparation of preliminary vaioas and oversight for those investments. Theat&da committees and teams are responsibl
for coordinating and consistently implementing quarterly valuation policies, guidelines and preess For Private Markets investments
classified as Level lll, investment professionakspgare preliminary valuations based on their evalnaof financial and operating data,
company specific developments, market valuationsoafparable companies and other factors. Thesenimaty valuations are reviewed with
the investment professionals by the applicableatadn team and are also reviewed by an independdurition firm engaged by us to perform
certain procedures in order to assess the reasoress of our valuations annually for all Levelitvestments in Private Markets and quarterly
for at least a majority of such investments. Foshiavestments classified as Level Il in Publicrkts, in general, an independent valuation
firm is engaged by us to provide third party vaimas, or ranges of valuations from which our inugsht professionals select a preliminary
valuation, or an independent valuation firm is eyeghby us to perform certain procedures in ordastess the reasonableness of our
valuations. All preliminary valuations in Privateakkets and Public Markets are then reviewed byafipdicable valuation committee, and after
reflecting any input by their respective valuatmmmmittees, the preliminary valuations are presktdghe firm’s management committee.
When these valuations are approved by this comenittieer reflecting any input from it, the valuatoof Level Il investments, as well as the
valuations of Level | and Level Il investments, presented to the audit committee of our boardretctbrs and are then reported on to the
board of directors.

As of March 31, 2014, upon completion by, whereligpple, an independent valuation firm of certamiled procedures requested to be
performed by them, the independent valuation fiomatuded that the fair values, as determined by KéfPrivate Markets investments
reviewed by them were reasonable. The limited ploees did not involve an audit, review, compilatmrany other form of examination or
attestation under generally accepted
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auditing standards and were not conducted on &klUd investments. We are responsible for detaing the fair value of investments in gc
faith, and the limited procedures performed byratependent valuation firm are supplementary tartheiries and procedures that we are
required to undertake to determine the fair valiuth® commensurate investments.

As described above, Level Il and Level Il inveshtsewere valued using internal models with sigaificunobservable inputs and our
determinations of the fair values of these investmenay differ materially from the values that webhlve resulted if readily observable inputs
had existed. Additional external factors may cabsse values, and the values of investments foclwvigadily observable inputs exist, to
increase or decrease over time, which may credidilty in our earnings and the amounts of assets$ partners’ capital that we report from
time to time.

Changes in the fair value of the investments ofamnsolidated private equity funds may impact teegains (losses) from investment
activities of our private equity funds as describeder “—Key Financial Measures—Investment Incoires§)—Net Gains (Losses) from
Investment Activities.” Based on the investmentswif private equity funds as of March 31, 2014 esgmate that an immediate 10% decreas
in the fair value of the funds’ investments gerlgrafould result in a commensurate change in thewarhof net gains (losses) from investment
activities (except that carried interest would lykibe more significantly impacted), regardless bither the investment was valued using
observable market prices or management estimathassighificant unobservable pricing inputs. The &opthat the consequential decrease in
investment income would have on net income attablatto KKR would generally be significantly leksh the amount described above, given
that a majority of the change in fair value wouldditributable to noncontrolling interests and ¢f@re we are only impacted to the extent of
our carried interest and our principal investments.

As of March 31, 2014, investments which represegtedter than 5% of consolidated investments ctatsisf Alliance Boots GmbH
valued at $4.8 billion. On a segment basis, as afdd 31, 2014, investments which represented griata 5% of total reportable segments
investments consisted of Alliance Boots GmbH valae$i665.0 million and HCA Inc. valued $315.9 noifli

Revenue Recoghnitio

Fees consist primarily of (i) transaction fees edrim connection with successful investment tratimas and from capital markets
activities, (i) management and incentive fees frmoviding investment management services to urawaed funds and CLOs, a specialty
finance company, and separately managed accoiits)dnitoring fees from providing services to gfotio companies and (iv) consulting and
other fees earned by consolidated entities fromigiog advisory and other services. These feedased on the contractual terms of the
governing agreements and are recognized when eamhéth coincides with the period during which tiedated services are performed and in
the case of transaction fees, upon closing ofrérestction. Monitoring fees may provide for a teration payment following an initial public
offering or change of control. These terminatiogrmpants are recognized in the period when the miagmsaction closes.

Certain of KKR’s private equity funds require thamagement company to refund up to 20% of any castagement fees earned from
limited partners in the event that the funds recoga carried interest. At such time as the furmdgaizes a carried interest in an amount
sufficient to cover 20% of the cash managementéeesed or a portion thereof, a liability to thedts limited partners is recorded and reve
is reduced for the amount of the carried interesbgnized, not to exceed 20% of the cash managdeesearned. As of March 31, 2014, tt
is no carried interest subject to management fiemds, which may reduce carried interest in fupgegods. The refunds to the limited partners
are paid, and the liabilities relieved, at suchetithat the underlying investments are sold and#seciated carried interests are realized. In the
event that a fund’s carried interest is not suéfitito cover any of the amount that represents @#te cash management fees earned, these
fees would not be returned to the funds’ limitedtipers, in accordance with the respective fund ergents.
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Recognition of Investment Incom

Investment income consists primarily of the netaatpof: (i) realized and unrealized gains and Issseinvestments, (ii) dividends,
(iii) interest income, (iv) interest expense angffreign exchange gains and losses relating t&+#itamarket activity on foreign exchange
forward contracts, foreign currency options, foredgnominated debt and debt securities issued tgotidated CLOs. Unrealized gains or
losses resulting from the aforementioned activiyincluded in net gains (losses) from investmetivies. Upon disposition of an instrument
that is marked-to-market, previously recognizeceafized gains or losses are reversed and a regl@ndr loss is recognized. While this
reversal generally does not significantly impaet tiet amounts of gains (losses) that we recogmize investment activities, it affects the
manner in which we classify our gains and lossesdporting purposes.

Due to the consolidation of the majority of our fisnthe portion of our funds’ investment incomet itkallocable to our carried interests
and capital investments is not shown in the codatdid financial statements. For funds that arealwzed, all investment income (loss),
including the portion of a funds’ investment incoffess) that is allocable to KKR'’s carried interéstincluded in investment income (loss) on
the consolidated statements of operations. Thédamterest that KKR retains in net income (las$)ibutable to KKR & Co. L.P. is reflected
as an adjustment to net income (loss) attributatbiencontrolling interests. Because the substam@égority of our funds are consolidated and
because we hold only a minority economic intenestur funds’ investments, our share of the investircome generated by our funds’
investment activities is significantly less thae thtal amount of investment income presentederctinsolidated 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'sieas from investments relative to the
capital contributed by the general partner andespondingly reduces noncontrolling interests’ latitéble share of those earnings. Amounts
earned pursuant to carried interest are includedvastment income (loss) in net gains (losseshfiovestment activities and are earned by th
general partner of those funds to the extent thiatutative investment returns are positive and whaicable, preferred return thresholds t
been met. If these investment returns decreasgmnegative in subsequent periods, recognizedecdanterest will be reversed and reflected
as investment losses in net gains (losses) fromstnvent activities.

Carried interest is recognized in the statemewpefations based on the contractual conditionfostit in the agreements governing the
fund as if the fund were terminated and liquidaaethe reporting date and the fusdvestments were realized at the then estimaieddlues
Amounts earned pursuant to carried interest argeday the general partner of those funds to thengxhat cumulative investment returns are
positive and where applicable, preferred returasholds have been met. If these investment ameanted decrease or turn negative in
subsequent periods, recognized carried interebbeiteversed and to the extent that the aggregateint of carry distributions received by the
general partner during the term of the fund exdecamount to which the general partner was uléigantitied, a clawback obligation would
be recorded. For funds that are consolidated cthisback obligation, if any, is reflected as arr@ase in noncontrolling interests in the
consolidated statements of financial condition. feoids that are not consolidated, this clawbacikgalibn, if any, is reflected as a reduction of
our investment balance as this is where carrieztést is initially recorded. Due to the extendechtians of our private equity funds, we beli
that this approach results in income recognitiat test reflects our periodic performance in theageament of those funds.

Clawback Provision

The partnership documents governing our carry-gaftinds, including funds relating to private equityezzanine, infrastructure,
energy, real estate, direct lending and speciaatins investments, generally include a “clawbamidvision that, if triggered, may give rise to
a contingent obligation requiring the general partio return amounts to the fund for distributiorthie fund investors at the end of the life of
the fund. Under a clawback obligation, upon theitigtion of a carry-paying fund, the general partagequired to return, typically on an after-
tax basis, previously distributed carry to the extbat, due to the diminished performance of later
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investments, the aggregate amount of carry didtdbs received by the general partner during thma @&f the fund exceed the amount to which
the general partner was ultimately entitled inahgdihe effects of any performance hurdle.

Prior to the KPE Transaction, certain KKR princgalho received carried interest distributions wéspect to certain private equity
funds contributed to KKR had personally guaranteeda several basis and subject to a cap, thengantt obligations of the general partner
such private equity funds to repay amounts to fardstors pursuant to the general partners’ claWléatigations. The terms of the KPE
Transaction require that KKR principals remain meggble for any clawback obligations relating torgalistributions received prior to the Kl
Transaction, up to a maximum of $223.6 million. dingh investment realizations, this amount has beguaced to $199.1 million as of
March 31, 2014. Carry distributions arising subsgtjuo the KPE Transaction may give rise to clawl@digations that may be allocated
generally to KKR and KKR’s principals who partictpan the carry pool.

Net Loss Sharing Provisiol

Certain private equity funds that were contribute&KR in the KPE Transaction also include a “retd sharing provision.” Upon the
liquidation of an investment vehicle to which a loests sharing obligation applies, the general gaiihrequired to contribute capital to the
vehicle, to fund 20% of the net losses on investmdn these vehicles, such losses would be redjtirée paid by KKR to fund investors in
those vehicles in the event of a liquidation of filmed regardless of whether any carried interedtgraviously been distributed, and a greater
share of investment losses would be allocable telasive to the capital that we contributed tastgeneral partner. Unlike the clawback
obligation, KKR will be responsible for all amournitse under a net loss sharing obligation and wilemnify KKR’s principals for any
personal guarantees that they have provided watheiet to such amounts.

Recently Issued Accounting Pronouncements
Foreign Currency Matters

In March 2013, the FASB issued ASU 2013-05, “Fane@urrency Matters,” which indicates that the enimount of a cumulative
translation adjustment (“CTA”") related to an eriitynvestment in a foreign entity should be relelsten there has been a (i) sale of a
subsidiary or group of net assets within a foraagtity and the sale represents the substantiathptete liquidation of the investment in the
foreign entity, (ii) loss of a controlling finantieterest in an investment in a foreign entity (id) step acquisition for a foreign entity. This
guidance was effective as of January 1, 2014. @oetion of this guidance did not have a materiglact on KKR’s financial statements for
the three months ended March 31, 2014.

Amendments to Investment Company Scope, Measurepaerd Disclosure:

In June 2013, the FASB issued ASU 2013-08, Findis@avices—Investment Companies Topic 946 (“ASU208") which amends th
scope, measurement, and disclosure requiremenitsviEstment companies. ASU 2013-08 (i) amends titeria for an entity to qualify as an
investment company, (ii) requires an investmentamy to measure noncontrolling ownership interestgéher investment companies at fair
value rather than using the equity method of acttognand (iii) introduces new disclosures. Thigdgimmce was effective as of January 1, 2014
The adoption of this guidance did not have a matéaripact on KKR’s financial statements for theetnmonths ended March 31, 2014.
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ltem 3. Quantitative and Qualitative Disclosures About MakRisk

There was no material change in our market riskexguhe three months ended March 31, 2014. Fottiaddl information, please
refer to our Annual Report on Form 10-K for the yeaded December 31, 2013, filed with the SEC dwrraay 24, 2014.

ltem 4. Controls and Procedures

Evaluation of Disclosure Controls and ProceduresWe maintain disclosure controls and proceduasss(ich term is defined in
Rules 13a-15(e) and 15d-15(e) under the Exchangjetiat are designed to ensure that the informatguired to be disclosed by us in the
reports filed or submitted by us under the Exchalgtas recorded, processed, summarized and repuithin the time periods specified in 1
SEC's rules and forms and such information is aadated and communicated to management, includiegthChief Executive Officers and
the Chief Financial Officer, as appropriate, towalltimely decisions regarding required disclosémy controls and procedures, no matter how
well designed and operated, can provide only residerassurances of achieving the desired controls.

On February 19, 2014, we acquired Avoca Capitaliemaffiliates (as discussed in Note 14 of ouafinial statements included
elsewhere in this report). We are in the processvafuating the internal controls of the acquiredibess. However, as permitted by related
SEC Staff interpretive guidance for newly acquibedinesses, the internal control over financiabrépg of Avoca Capital and its affiliates
was excluded from the evaluation of the companifectveness of its disclosure controls and proceslas of March 31, 2014. In the
aggregate, this business represented approxin2gdy of our total consolidated assets and appraeima.8% of our total consolidated fees
as of and for the quarter ended March 31, 2014.

As of March 31, 2014, we carried out an evaluatioder the supervision and with the participatibouwr management, including the
Co-Chief Executive Officers and the Chief Finan€dlicer, of the effectiveness of the design andrafion of our disclosure controls and
procedures. Based upon that evaluation, ouC8®f Executive Officers and Chief Financial Offideave concluded that, as of March 31, 2
our disclosure controls and procedures were effe¢ti accomplish their objectives at the reasonabseirance level.

Changes in Internal Control Over Financial Reportm: There were no changes in our internal controt émancial reporting (as th
term is defined in Rules 13a-15(f) and 1B&{f) under the Exchange Act) that occurred dutivggthree months ended March 31, 2013 that
materially affected, or are reasonably likely totenally affect, the Company’s internal control o¥i@ancial reporting.

PART Il. OTHER INFORMATION
ITEM 1. Legal Proceedings.

The section entitled “Litigation” appearing in Ndt6 “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 unasties, see the information under the heading “Fiaktors” in our Annual Report on
Form 10-K for the fiscal year ended December 31,32@iled with the SEC on February 24, 2014. Tfermation presented below updates,
and should be read in conjunction with, the risitdes and information disclosed in our Annual Re¢jpor Form 10-K and subsequent current
reports filed with the SEC, which are accessiblehenSecurities and Exchange Commission’s websitenav.sec.gov.

Our acquisition of KFN subjects us to numerous atldnal risks.

On April 30, 2014, KKR and KFN completed a mergerguant to which KFN became a subsidiary of KKR.tHe acquisition of
KFN, KKR indirectly acquired approximately $6.91lwh estimated fair value of primarily below investnt grade corporate loans and
securities, including $6.4 billion estimated fa#dwe of corporate debt investments held through €a®of March 31, 2014. These loans and
bonds generally involve a higher degree of risktimvestment grade rated debt. Issuers of higll yieunrated debt may be highly leveraged,
and their relatively high debt-to-equity ratiosateincreased risks that their operations mighgeaerate sufficient cash flow to service their
debt obligations. In addition, high yield or unihtgebt is often less liquid than investment graded debt. Numerous factors may affect a
company’s ability to repay its debt, including fla@ure to meet its business plan, a downturndriritlustry or negative economic conditions.
Deterioration in a company’s financial conditiordgsrospects may be accompanied by deterioratitimeircollateral for the high yield debt.
Many of KFN's strategies and the value of its esseé also sensitive to changes
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in interest rates. These strategies are basedogatied leveraged risk-adjusted returns. If drepieads on KFIN borrowings increase and 1
credit spreads on its portfolio do not also inces&d-N is unlikely to achieve its projected leverdgisk-adjusted returns. If credit spreads on
its portfolio increase in the future, KFN's exigiiportfolio will likely experience a reduction irmlue, which could be material. As of

March 31, 2014 the carrying value of KFN's oil amatural gas and real estate portfolio was $703llomiand KKR’s exposure to those ass
has increased in connection with the merger. Mmeeoship and operation of these real assets igsttg inherent risks, including those
described in Exhibit 99.1 to this report. Simiartertain risks applicable to the assets in ondfuand the management of these assets, are
applicable to the assets indirectly acquired inabguisition KFN, including but not limited to thisks described in our Annual Report on
Form 10-K under “Risk Factors — Risks Related tlss&ts We Manage.”

While KFN has become a subsidiary of KKR, subsetteethe merger, KFN's indebtedness and Seriesefepred shares remain
outstanding. The terms of its indebtedness anféipesl shares impose limitations on KFN's curremd &uture operations and may restrict its
ability to make distributions to KKR. KFN incurgldt in connection with a significant portion of jitertfolio and its business is dependent on
external sources for funding and access to thaalaparkets. As of March 31, 2014, KFN had apprately $657.3 million of total recourse
debt outstanding. KFI¥'ability to make scheduled payments or prepaynantts debt and other financial obligations wiipgnd on its futur
financial and operating performance and the vafuts @ortfolio. There can be no assurance tlsabfterations will generate sufficient cash
flows or that new sources of credit will be avaiéato it in an amount sufficient to enable it toypis indebtedness or to fund other liquidity
needs. If KFN’s cash flows and capital resourcesavito be insufficient to fund its debt serviceigdions, KFN would likely face increased
pressure to dispose of assets, seek additiondhtapirestructure or refinance its indebtedneber@ is no assurance KFN would be successft
in completing such transactions on commerciall\sogable terms, if at all.

KFN has also entered into various derivative tratisas to manage risks related to, among otheg#hiimterest rates, foreign
currencies and energy prices. Hedging instrummatg be expensive and may fail to protect KFN fraotatility as, among other things, the
instrument may not correspond with the underlyisg or management’s decision to enter or execwutiva particular hedging strategy may
ultimately prove inaccurate or ineffective. Hedginstruments often involve the risk that a coupaety will not fulfill its contractual
obligation. In such cases, KFN would lose any alized profits and would be forced to cover itatecommitments at the then current ma
price. Derivate contracts may also require KFNuttd cash payments in the future under certairunistancesncluding an event of default
other early termination event, or the decision lzpanterparty to request margin in the form of sites or other forms of collateral under the
terms of the derivative contract. KFN has als@erd into credit default swaps as hedges and far gturposes, which are subject to risks
related to changes in interest rates, credit sgreaddit quality and expected recovery rates efuiderlying credit instrument. In instances
where KFN writes a credit default swap, it woulddidigated to pay the buyer of the credit defawias the full notional value of the reference
obligation in the event of a credit event.

In addition, the acquisition and integration of KiiVolves a number of additional risks that mayutem adverse effects on our
business, financial condition and results of openat For example, the management of KFN's assaiscreate conflicts of interest with KKR
and the funds it manages. Appropriately managordlicts of interest is complex and difficult anagwnay suffer reputation damage or
potential liability if we fail, or appear to failp appropriately deal with conflicts as they ariSee also “Risk Factors—Risks Related to Our
Business— Our organizational documents do not limitability to enter into new lines of businessey] we may expand into new investment
strategies, geographic markets and businessespéattich may result in additional risks and unaaties in our businesses” and “— We may
not be successful in executing upon or managingdneplexities of new investment strategies, markats businesses, which could adversely
affect our business, results of operations andhfire condition” in our Annual Report on Form 10-K.

KFN'’s business is also subject to certain additioisis, as described in Exhibit 99.1 to this reépdks KFN will comprise a
significant portion of KKRS principal assets, a material adverse effect erbtisiness, financial condition and results of apens of KFN may
have a material adverse effect on the businesmdial condition and results of operation of KKR.

ITEM 2. Unregistered Sales of Equity Securities and UsdPobceeds.

Not applicable.

ITEM 3. Defaults Upon Senior Securities.
Not applicable.
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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 Exchawogef 1934, as amended, the registrant has cauged this report to be signed on
its behalf by the undersigned thereunto duly auledr

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 6, 201«
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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 SgesrExchange Act of
1934, as amended, as adopted pursuant to Sectoof 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 302 &arban«Oxley Act of 2002

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

32.3 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioB8e906 of the Sarbanes-
Oxley Act of 2002

99.1 Additional Risks

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

as of March 31, 2014 and March 31, 2013, (ii) tlmad=nsed Consolidated Statements of Operatiorthddhree months end
March 31, 2014 and March 31, 2013, (iii) the CorsdehConsolidated Statements of Comprehensive Infontlee three
months ended March 31, 2014 and March 31, 201Bt{e&zCondensed Consolidated Statements of Chamdegiity for the
three months ended March 31, 2014 and March 313,401 the Consolidated Statements of Cash Flowhithree months
ended March 31, 2014 and March 31, 2013, andifeiNotes to the Consolidated Financial Statem

The agreements and other documents filed as eshibthis report are not intended to provide faanfarmation or other disclosure
other than with respect to the terms of the agre¢sna other documents themselves, and you shalcety on them for that purpose. In
particular, any representations and warranties rhgdes in these agreements or other documentsmwade solely within the specific context
of the relevant agreement or document and may esatribe the actual state of affairs as of the tiegy were made or at any other time.
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Exhibit 31.1

CO-CHIEF EXECUTIVE OFFICER CERTIFICATION

I, Henry R. Kravis, certify that:

1.

2.

| have reviewed this Quarterly Report on Form 1@&6xhe period ended March 31, 2014 of KKR & CadPL.

Based on my knowledge, this report does not cor@aynuntrue statement of a material fact or ométate a material fact necessar
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this report;

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

The registrant’s other certifying officers and éaesponsible for establishing and maintainingld&ae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%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 proceduregused such disclosure controls and procedures ttesigned under @
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahi@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

C) Evaluated the effectiveness of the registrant’sldiire controls and procedures and presentedsineport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis 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 regrsts fourth fiscal quarter in the case of an amaport) that has materially
affected, or is reasonably likely to materiallyeaf, the registrant’s internal control over finateeporting; and

The registrant’s other certifying officers and Vealisclosed, based on our most recent evaluafiorieznal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal contratiofinancial 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 significéein the
registrant’s internal control over financial repogt

Date: May 6, 201-

/s/ 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.

2.

| have reviewed this Quarterly Report on Form 1@&6xhe period ended March 31, 2014 of KKR & CadPL.

Based on my knowledge, this report does not cor@aynuntrue statement of a material fact or ométate a material fact necessar
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this report;

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

The registrant’s other certifying officers and éaesponsible for establishing and maintainingld&ae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%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 proceduregused such disclosure controls and procedures ttesigned under @
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahi@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

C) Evaluated the effectiveness of the registrant’sldiire controls and procedures and presentedsineport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis 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 regrsts fourth fiscal quarter in the case of an amaport) that has materially
affected, or is reasonably likely to materiallyeaf, the registrant’s internal control over finateeporting; and

The registrant’s other certifying officers and Vealisclosed, based on our most recent evaluafiorieznal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal contratiofinancial 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 significéein the
registrant’s internal control over financial repogt

Date: May 6, 201-

/s/ George R. Rober
George R. Rober
Cc-Chief Executive Office




Exhibit 31.3

CHIEF FINANCIAL OFFICER CERTIFICATION

[, William J. Janetschek, certify that:

1.

2.

| have reviewed this Quarterly Report on Form 1@&6xhe period ended March 31, 2014 of KKR & CadPL.

Based on my knowledge, this report does not cor@aynuntrue statement of a material fact or ométate a material fact necessar
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this report;

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

The registrant’s other certifying officers and éaesponsible for establishing and maintainingld&ae controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%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 proceduregused such disclosure controls and procedures ttesigned under @
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

b) Designed such internal control over financial réjpgr, or caused such internal control over finahi@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

C) Evaluated the effectiveness of the registrant’sldiire controls and procedures and presentedsineport our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis 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 regrsts fourth fiscal quarter in the case of an amaport) that has materially
affected, or is reasonably likely to materiallyeaf, the registrant’s internal control over finateeporting; and

The registrant’s other certifying officers and Vealisclosed, based on our most recent evaluafiorieznal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal contratiofinancial 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 significéein the
registrant’s internal control over financial repogt

Date: May 6, 201-

/s/ William J. Janetsche
William J. Janetsche
Chief Financial Officel




Exhibit 32.1
CERTIFICATION OF CO-CHIEF EXECUTIVE OFFICER

Pursuant to 18 U.S.C. §1350,
As Adopted Pursuant to Section 906 of the Sarb&ndsy Act of 2002

In connection with the Quarterly Report of KKR & QaP. (the “Partnership”) on Form 10-Q for theipdrended March 31, 2014 as
filed with the Securities and Exchange Commisstbe (Report”), I, Henry R. Kravis, Co-Chief ExecotgiOfficer of the general partner of the
Partnership, certify, pursuant to 18 U.S.C. §1280adopted pursuant to Section 906 of the Sarb@xkes- Act of 2002, that, to my knowledc

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoi 1934;
and

(2) The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of
operations of the Partnership.

Date: May 6, 201-

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

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




Exhibit 32.2
CERTIFICATION OF CO-CHIEF EXECUTIVE OFFICER

Pursuant to 18 U.S.C. §1350,
As Adopted Pursuant to Section 906 of the Sarb&ndsy Act of 2002

In connection with the Quarterly Report of KKR & QaP. (the “Partnership”) on Form 10-Q for theipdrended March 31, 2014 as
filed with the Securities and Exchange Commisstbe (Report”), |, George R. Roberts, Co-Chief ExaaiOfficer of the general partner of
the Partnership, certify, pursuant to 18 U.S.C581&s adopted pursuant to Section 906 of the S8ask@xley Act of 2002, that, to my
knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoi 1934;
and

(2) The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of
operations of the Partnership.

Date: May 6, 201-

/sl George R. Rober
George R. Rober
Cc-Chief Executive Office

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




Exhibit 32.3
CERTIFICATION OF CHIEF FINANCIAL OFFICER

Pursuant to 18 U.S.C. §1350,
As Adopted Pursuant to Section 906 of the Sarb&ndsy Act of 2002

In connection with the Quarterly Report of KKR & QaP. (the “Partnership”) on Form 10-Q for theipdrended March 31, 2014 as
filed with the Securities and Exchange Commisstbe (Report”),l, William J. Janetschek, Chief Financial Officditioe general partner of tl
Partnership, certify, pursuant to 18 U.S.C. §1280adopted pursuant to Section 906 of the Sarb@xkes- Act of 2002, that, to my knowledc

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoi 1934;
and

(2) The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of
operations of the Partnership.

Date: May 6, 201-

/s/ William J. Janetsche
William J. Janetsche
Chief Financial Officel

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




Exhibit 99.1

On April 30, 2014, KKR & Co. L.P. (together with #onsolidated subsidiaries, “KKR"), affiliates KKR and KKR Financial Holdings
LLC (“KFN"), completed a merger pursuant to which KFNdaene a subsidiary of KKR & Co. L.P. The followrirgks are certain risks that
are material to KFN’s business and are substantialilar to corresponding risks as reported in KEMnnual Report on Form 10-K for the
fiscal year ended December 31, 2013 filed withSBRE on February 24, 2014. As a result of the aitioh of KFN, such risks may also
material to KKR. Except where otherwise exprestljed or the context suggests otherwise, in ttigé the terms “we,” “us” and “our”
refer to KFN and its subsidiaries; the “Manager”fexs to KKR Financial Advisors LLC, a subsidiarykdfR & Co. L.P., which is responsible
for KFN's operations and which performs all services antivities relating to the management of KFN’s asskabilities and operations;
“common shares” refers to common shares of KFNpaovalue, representing limited liability compangmbership interests in KFN and
which are held by a subsidiary of KKR & Co. L.Ppréferred shares” refers to a class of KFN's shangth preference or priority over any
other class of KFN's shares with respect to disttibn rights or rights upon KFN'’s dissolution ogliidation; and “shares” refers to limited
liability company membership interests issued bNKiF any class or series.

Our business and the businesses in which we inegstmaterially affected by conditions in the globfashancial markets and economic
conditions generally.

Our business and the businesses of the companigsich we invest are materially affected by corutis in the global financial
markets and economic conditions generally, sughtasest rates, availability and cost of capitaflation rates, economic uncertainty, default
rates, commodity prices, currency exchange rates)ges in laws (including laws relating to taxatigossible further downgrades in the cr
ratings of the U.S. or other developed nationsathdr national and international political circuarstes. While the adverse effects of the
unprecedented turmoil in the global credit and sdea markets in late 2007 through early 2009 halvated, ongoing developments in the U.S
and global financial markets following that periogarket volatility, slow economic growth and redatg developments continue to illustrate
that the current environment is still one of unaietty.

These economic conditions resulted in, and mayturé again result in, significant declines in #adues of nearly all asset classes. a
serious lack of liquidity in the credit marketsgigases in margin calls for investors, requiremtasderivatives counterparties post additiona
collateral, redemptions by mutual and hedge furdstors and outflows of client funds across tharfmal services industry. Although the
global financial markets continued to recover in20there can be no assurance that these marketontinue to improve and persistently
high unemployment rates in the United States, skm@very in many real estate markets, recessioasiimmber of European nations and
slowing growth in developing countries all highlighe fact that economic conditions are still ubktand unpredictable. If the overall busir
environment worsens, our results of operations beagdversely affected.

In addition, low interest rates related to monetimulus and economic stagnation may negativepaichexpected returns on all
types of investments as the demand for relativigidr return assets increases and the supply dewea

Dislocations in the corporate credit sector couldwarsely affect us and one or more of our lendesich could result in increases in oL
borrowing costs, reductions in our liquidity and deictions in the value of the investments in our pfotio.

Dislocations in the corporate credit sector, siethase experienced beginning in the third quaft@007 through the beginning of
2011, could adversely affect one or more of thentenparties providing funding for our investments @ould cause those counterparties to be
unwilling or unable to provide us with additionaldncing which may adversely affect our liquiditydefinancial condition. This could
potentially limit our ability to finance our inveaents and operations, increase our financing ergtseduce our liquidity. If one or more me
market participants were to fail or withdraw fronetmarket, it could negatively impact the markeiighof all fixed
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income securities and this could reduce the valubeosecurities in our portfolio, thus reducing oet book value. Furthermore, if one or more
of our counterparties were unwilling or unable toypde us with ongoing financing, we could be fafte sell our investments at a time when
prices are depressed.

Liquidity is essential to our businesses and weyreh external sources to finance a significant pn of our operations. If we are unable 1
raise funding from these external sources, we mayfbrced to liquidate certain of our assets and aesults of operations may be adversely
affected.

Liquidity is essential to our business. Our ligtydiould be substantially adversely affected byreability to raise funding in the long-
term or short-term debt capital markets or the tgqeapital markets or an inability to access thaused lending markets. Factors that we cann
control, such as disruptions in the financial mé&kthe ongoing economic difficulties in Europeg failure of the United States to reduce its
deficit in amounts deemed to be sufficient, pogsdBwngrades in the credit ratings of U.S. detdnges to tax laws, contractions or limited
growth in the economy or negative views about caamocredit investing and the specialty financaustd/ generally, could impair our ability
raise funding. In addition, our ability to raisenfling could be impaired if lenders develop a neggtierception of our long-term or short-term
financial prospects. Such negative perceptionsdcdeVelop if we incur large trading losses, or wies a decline in the level of our business
activity, among other reasons. If we are unablaige funding using the methods described aboveyaved likely need to liquidate
unencumbered assets, such as our investment algtyzortfolios, to meet maturing liabilities. Weagnbe unable to sell some of our assets, «
we may have to sell assets at a discount from magtee, either of which could adversely affect mesults of operations and the distributio
KKR and ultimately to KKR’s unitholders may be reed.

We may not realize gains or income from our investimbs.

We seek to generate both current income and cagifakciation. The assets in which we invest madyppreciate in value, however,
and, in fact, may decline in value, and the debuistes in which we invest may default on interastl/or principal payments. Accordingly, we
may not be able to realize gains or income fromiouestments. Additionally, any gains that we dalim@ may not be sufficient to offset any
other losses we experience or offset our expenses.

We leverage a portion of our portfolio investmentghich may adversely affect our return on our inte®ents and may reduce cash available
for distribution.

We leverage a portion of our portfolio investmethi®ugh borrowings, generally through the use elkberedit facilities and
securitizations, including the issuance of CLOg atiher secured and unsecured borrowings. The mage of leverage varies depending on
our ability to obtain credit facilities and the tmrs’ and rating agencies’ estimate of the stghilftthe portfolio investments’ cash flow. As of
December 31, 2013, the only contractual limitattonour ability to leverage our portfolio is a comehcontained in our revolving credit facil
that our leverage ratio cannot exceed 1.5 to bipated on a basis that generally excludes theafelatriable interest entities that we
consolidate under GAAP such as our CLO subsidia@es ability to generate returns on our investraemtd make cash available for
distribution to KKR, as the holder of our commomss and ultimately KKR’s ability to make furthestdibutions to its unitholders would be
reduced to the extent that changes in market donditause the cost of our financing to increaksgive to the income that can be derived fi
the assets acquired and financed.

We may change our investment strategies, which mesult in our making investments that entail morésk than our current investments

Our investment strategy may evolve, in light ofséixig market conditions and investment opportusjtand this evolution may invol
additional risks. Investment opportunities thatsgre unattractive risk-return profiles relativeotber available investment opportunities under
particular market conditions may become relatiatyactive under changed market conditions andgdsmim market conditions may therefore
result in changes in the investments we targetn not be successful in executing or managingdneplexities of new
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investment strategies. Decisions to make investsiantew asset categories present risks that maljffimilt for us to adequately assess and
could therefore reduce the stability of our disitibns or have adverse effects on our financiad@n. Changes in investment strategies may
involve a number of risks, including that the expeaesults will not be achieved and that new sgjigs may draw capital or management
attention from existing investments or otherwisaftict with or detract from the value of existingviestments. A change in our investment
strategy may also increase our exposure to intesisstcommaodity, foreign currency, or credit marfkectuations as well as industry-specific
risks. Our failure to accurately assess the riskelient in new asset categories or the financsig ssociated with such assets could adverse
affect our results of operations and our financaaidition.

We make non-United States dollar denominated inwastts, which subject us to currency rate exposureldhe uncertainty of foreign laws
and markets.

From time to time, we make investments that ar@denated in foreign currencies. For example, adefember 31, 2013,
$317.4 million par amount, or 4.3%, of our corperdébt portfolio was denominated in foreign curiescof which 74.9% was denominated in
Euros, and $133.3 million aggregate cost, or 23 &%nterests in joint ventures and partnerships @her assets, which includes our equity
investments at estimated fair value, was denondniatéoreign currencies, of which 27.9% was denated in Euros and 25.4% was
denominated in the British pound sterling and 20886 denominated in Canadian dollars. A changergign currency exchange rates, in
particular that of the euro relative to the U.Slatpmay have an adverse impact on returns oroéilyese nordollar denominated investmer
For example, our returns on these investments raadiersely affected by events in Eurozone cownthiat could cause the euro to fall versu:
the dollar such as defaults on sovereign debfjgatowngrades, continued economic contractionnéwsel for further financial relief of
impacted countries, successions from the Eurozotteegerception that any such event may occur.

Although we may choose to hedge our foreign cusreisk, we may not be able to do so successfultyraay incur losses on these
investments as a result of exchange rate fluctnsitimvestments in foreign countries also subjedbicertain additional risks, including risks
relating to the potential imposition of non-Unit8thtes taxes, compliance with multiple and pot#nt@nflicting regulatory schemes and
political and economic instability abroad, any dfieh could adversely affect our returns on thesesiments.

The majority of our assets consist of high-yieldlbw investment grade or unrated debt, which gedisraas a greater risk of loss than
investment grade rated debt and, if those lossesraalized, it could adversely affect our resulfsoperations, our ability to service our
indebtedness and our cash available for distributito holders of our shares and ultimately to KKR itimolders.

Our assets include below investment grade or uthidgét, including corporate loans and bonds, eéethich generally involves a
higher degree of risk than investment grade ragdd. dssuers of high yield or unrated debt mayigblj leveraged, and their relatively high
debt-to-equity ratios create increased risks theit bperations might not generate sufficient désh to service their debt obligations. As a
result, high yield or unrated debt is often legsilil than investment grade rated debt.

In addition to the above, numerous other factorg affect a company’s ability to repay its debt lining the failure to meet its
business plan, a downturn in its industry or negagiconomic conditions. Deterioration in a comparfiiancial condition and prospects may
be accompanied by deterioration in the collateyattie high yield debt. Losses on our high yieldtdeoldings could adversely affect our
results of operations, which could adversely afteotability to service our indebtedness and caslilable for distribution to holders of our
shares and ultimately to KKR unitholders.




Our investment portfolio is and may continue to bencentrated in a limited number of companies amtlustries, which will subject us to a
risk of significant loss if any of these companidsfaults on its obligations to us or if there isdwnturn in a particular industry.

Our investment portfolio is and may continue tacbacentrated in a limited number of companies addstries. This lack of
diversification may subject our investment portidid more rapid changes in value than would beése if our assets were more widely
diversified. For example, as of December 31, 2818 twenty largest issuers which we have invesiedpresented approximately 44% of our
total debt investment portfolio on an estimated value basis. As a result, our results of openatidinancial condition and ability to pay
distributions to our shareholders may be adveragcted if a small number of borrowers defaulthiair obligations to us or if we need to w
down the value of any one investment. If such immpants exceed our recorded allowance for loan $osgenet income will be adversely
affected. Moreover, securities issued by some ofargest issuers are recorded at estimated faievand our net income may be adversely
affected if these fair value determinations areemally higher than the values that we ultimatedglize upon disposal of such securities.
Additionally, a downturn in any particular industrywhich we are invested could also negativelyastmur results of operations and our
ability to pay distributions. For example, as ofcBmber 31, 2013, we had approximately 22% of o tiebt investment portfolio on an
estimated fair value basis in two industries—Hezdth, Education and Childcare and Diversified/Congrate Services.

If we are unable to continue to utilize CLOs or ahsimilar financing vehicles successfully, we mhg unable to grow or fully execute ol
business strategy and our results of operations rbayadversely affected.

We have historically financed a substantial portboour investments through, and derived a suhsiigmrtion of our revenue from,
our CLO subsidiaries. These CLOs have served ggstlerm, non-recourse financing for debt investmanmis as a way to minimize refinancing
risk, minimize maturity risk and secure a fixedtooisfunds over an underlying market interest rate inability to continue to utilize CLOs or
other similar financing vehicles successfully colirit our ability to fund future investments, grawar business or fully execute our business
strategy and our results of operations may be adiyeaffected.

A number of our CLOs are outside of reinvestmentipels, which may adversely affect our returns orvestment and ability to maintai
compliance with certain overcollateralization andterest coverage tests.

Our CLOs generally have periods during which, sttt certain restrictions, their managers canaeiuy assets at their discretion
and can reinvest principal proceeds into new assetsmonly referred to as a “reinvestment perid@litside of a reinvestment period, the
principal proceeds from the assets held in the @Bt generally be used to pay down the related €ld@bt, which causes the leverage or
CLO to decrease. Such leverage decreases may@aussurn on investment to decline. In additionttie past the ability to reinvest has been
important in maintaining compliance with the ovdlagralization and interest coverage tests fotageof our CLOs. Outside of a reinvestm
period, our ability to maintain compliance with buests for that CLO may be negatively impacted minvestment periods for CLO 2005-1,
CLO 2005-2, CLO 2006-1 and CLO 2007-A have endatltha reinvestment periods for CLO 2007-1, CLO 2Q12L0O 2013-1 and CLO
2013-2 will end in May 2014, December 2016, Junt72é8nd January 2018, respectively. In addition, Q0Q1-1 has no reinvestment period
and is an amortizing static pool CLO transaction.

Downturns in the global credit markets may affettet collateral in our CLO investments, which may aagely affect our cash flows fror
CLO investments.

Among the sectors particularly challenged by advexonomic conditions, including those experierdigihg the credit crisis, are the
CLO and leveraged finance markets. We have sigmifiexposure to these markets through our invesgniertd in our Cash Flow CLOs, each
of which is a Cayman Islands incorporated specigb@se company that issued to us and other investiies secured by a pool of collateral
consisting primarily of corporate leveraged lodnanost cases, our Cash Flow CLO investments ade@ply subordinated securities issue:
the CLO issuers, representing highly leveragedstments in the underlying collateral, which incesaboth the opportunity for higher returns
as well as the magnitude of losses when compareth&w investors in these CLO structures that ranke senior to us in right of payment. As
a result of our subordinated position in these Giti@ctures, we and our investors are at greateofisuffering losses on our cash flow CLO
investments during periods of adverse economicitond.




During an economic downturn, the CLOs in which weeist may experience increases in downgrades, dapoas in market value
and defaults in respect of their collateral. TheOSLportfolio profile tests set limits on the amowih discounted obligations a CLO can hold.
During any time that a CLO issuer exceeds suchi, lihe ability of the CLO’s manager to sell assatd reinvest available principal proceeds
into substitute assets is restricted. In addittbscounted assets and assets rated “CCC” or lowexdess of applicable limits in the CLO
issuers’ investment criteria are not given full peadit for purposes of calculation of the CLO sl over-collateralization tests. As a result,
these CLOs may fail one or more of their oeettateralization tests, which would cause divarsiof cash flows away from us as holders of
more junior CLO securities in favor of investorsnasenior than us in right of repayment, until tekevant over-collateralization tests are
satisfied. This diversion of cash flows may haveaerial adverse impact on our business and olityaoi make distributions to shareholders.
In addition, it is possible that our cash flow CL©sllateral could be depleted before we realizetarn on our cash flow CLO investments.

At various times during the credit crisis, a numbtour CLOs were out of compliance with the corapte tests outlined in their
respective indentures. Although all of our CLOs evier compliance as of December 31, 2013, therdoeamo assurance that all of our CLOs
will remain in compliance with their respective qaolilance tests during 2014 and that we will notaassult, be required to pay cash flows to
the senior note holders of the CLOs that were dabmpliance that we would otherwise have expetda@ceive from our CLOs.

The ability of the CLOs to make interest paymeatthe holders of the senior notes of those strastis highly dependent upon the
performance of the CLO collateral. If the collaténsthose structures were to experience a sigmitidecrease in cash flow due to an increase
default level, the issuer may be unable to payésteto the holders of the senior notes, which @aliow such holders to declare an event of
default under the indenture governing the transaaind accelerate all principal and interest ontitay on the senior notes. In addition, our
CLO structures also contain certain events of defead to the value of the CLO collateral, whickeats of default could also cause an
acceleration of the senior notes. If the valuehefCLO collateral within a CLO were to be less tttaamount of senior notes issued and
outstanding, the senior note holders would haveHilty to declare an event of default.

There can be no assurance that market conditiamgggiise to these types of consequences will sotig subsist or become more
acute in the future. Because our CLO structureslirvcomplex collateral and other arrangementsgdt@imentation for such structures is
complex, is subject to differing interpretationsianvolves legal risk.

The derivatives that we use to hedge against inerate, foreign currency and commodity exposureamlatile and may adversely affect ¢
results of operations, which could adversely affectr ability to make payments due on our indebteda@nd cash available for distribution
to holders of our common shares.

From time to time, we enter into various derivatirensactions as part of our strategy to managkeatge” our risk related to interest
rates, holdings denominated in foreign currencigsenergy prices in connection with our naturabueses investments. Generally, derivatives
are financial contracts whose value depends ois, aerived from, the value of an underlying asmafgrence rate or index, and may relate to
individual debt or equity instruments, interesegtcurrencies or currency exchange rates, comigdielated indexes and other assets.
Currently, we mainly enter into swaps, includintgiest rate and credit default swaps, in additiooptions, forwards and futures, to pursue
hedging and risk management strategy. Howevehgriuture, we may enter into additional derivaiiveiruments as part of these or other
hedging and risk management strategies. Our hedgitingjity varies in scope based on the level ddri@st rates, the type of portfolio
investments held, market prices for natural resesjrand other changing market conditions. Thesgihgdnstruments may fail to protect us
from interest rate, foreign currency or commoditic@ volatility or could adversely affect us becausmong other things:

» hedging instruments can be expensive, partiguthrting periods of volatility in interest ratesyéign currency, commodity prices
and the prices of reference instruments;

» available hedging instruments may not correspbrattly with the risk for which protection is scg
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» changes in the value of a derivative may notetate perfectly with (and may vary materially froofanges in the value of the
underlying asset, reference rate or index beingéed

» due to their complexity and, in some cases, iffieulty of price discovery, the use of derivativenvolves the risk of mispricing
and/or improper valuation

 the duration of the hedge may be significantffedént than the duration of the related liabilityasset;

 derivatives generally involve leverage in thessethat the investment exposure created by theadimés may be significantly
greater than the initial investments in the denxeat

» certain investments may be illiquid, making themable to be sold at the desired time or price;

» the credit quality of the party owing money oa tiedge may be downgraded to such an extent tingpatirs or makes
economically unattractive our ability to sell os& our side of the hedging transaction; and

» the party owing money in the hedging transaati@y default on its obligation to pay.

The cost of using hedging instruments increasdiseaperiod covered by the instrument increases\aitid respect to interest rate
hedges, during periods of rising and volatile iestrates, with respect to foreign currency heddasng periods of volatile foreign currencies
or, with respect to commodity hedges, during perioifalling and volatile commodity prices. We niagrease our hedging activity and thus
increase our hedging costs during such periods Wkdging costs have increased.

Derivatives are also subject to risks arising firmemnagement’s decision to enter or not to entersatd derivative transactions and/or
the execution of management’s risk management addihg strategies. For instance, there can beswasce that we will enter into
derivative transactions to reduce exposure to atkles when it would be beneficial to do so. Funthere, the skills needed to employ
derivatives strategies are different from thosededdo purchase or sell securities and, in conmeetith such strategies, we must make
predictions with respect to market conditions, ilitity, currency movements, market values, interatgs and other applicable factors, which
may be inaccurate. Thus, the use of derivativestments may require us to purchase or sell seesidti inopportune times or for prices below
or above the current market values, may limit tin@ant of appreciation we can realize on an investroemay cause us to hold a security tha
we might otherwise want to sell. We may also haveédfer closing out certain derivative positionstoid adverse tax consequences. In
addition, there may be situations in which we efexttto use derivative investments that resulossés greater than if they had been used.
Amounts paid by us as premiums and cash or otlsetsbkeld in margin accounts with respect to otivdtve investments would not be
available to us for other investment purposes, whiay result in lost opportunities for gain. Moregyfor a variety of reasons, we may not
seek to establish a perfect correlation betweeh badging instruments and the portfolio holding§atilities being hedged. Any such
imperfect correlation may expose us to risk of I&fsanges to the derivatives markets as a resthieddodd-Frank Wall Street Reform and
Consumer Protection Act and other government réignlanay also have an adverse effect on our ahiitpake use of derivative transactions.

As a result of the aforementioned risks, any heglgittivity we engage in may adversely affect osults of operations, which could
adversely affect our ability to make payments du@or indebtedness and cash available for distabub holders of our common shares.
Therefore, while we may enter into such transastiorseek to reduce interest rate, foreign curramclycommodity risks related to our natural
resources investments, unanticipated changesaresttrates, foreign currency and commodity pmoeag result in poorer overall investment
performance than if we had not engaged in any bedging transactions.
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Hedging instruments often involve counterparty rislkand costs

We will be subject to credit risk with respect tar counterparties to the derivative contracts (Wweet clearing corporation in the case
of exchange-traded instruments or our hedge cauentigrin the case of uncleared over-the-countdringents) and other instruments entered
into directly by us or held by special purposetanctured vehicles in which we invest. Counterpaigi is the risk that the other party in a
derivative transaction will not fulfill its contraual obligation. Changes in the credit quality af counterparties with respect to their derivative
transactions may affect the value of those instnimeBy entering into derivatives, we assume thle tthat these counterparties could
experience financial hardships that could call muiestion their continued ability to perform thelfligations. As a result, concentrations of ¢
derivatives in any one counterparty would subjectfands to an additional degree of risk with retpge defaults by such counterparty.

If a counterparty becomes bankrupt or otherwids faiperform its obligations under a derivativettact due to financial difficulties,
such bankruptcy or failure to perform is likelyrsult in a default under such derivative contrastess such default is cured. Default by a
party with whom we enter into a hedging transactiay result in the loss of unrealized profits, iegws with unsecured exposure and forc
to cover our resale commitments, if any, at the therent market price. It may not always be pdedib dispose of or close out a hedging
position without the consent of the hedging coyrddy, and we may not be able to enter into arettffgg contract in order to cover our risk.
We cannot assure our shareholders that a liquishskeey market will exist for hedging instrumentsghased or sold, and we may be required
to maintain a position until exercise or expiratianich could result in losses.

Furthermore, upon the bankruptcy of a counterparéymay experience significant delays in obtairang recovery under the
derivative contract in a dissolution, assignmentii@ benefit of creditors, liquidation, winding;ugankruptcy, or other analogous proceeding.
In addition, in the event of the insolvency of aisterparty to a derivative transaction, the deieatransaction would typically be terminate:
its fair market value. If we are owed this fair ketrvalue in the termination of the derivative saction and these claims are unsecured, w
be treated as general creditors of such countgrpart! will not have any claim with respect to thmelerlying security. We may obtain only a
limited recovery or may obtain no recovery in satlcumstances and the enforceability of agreemfentsedging transactions may depend on
compliance with applicable statutory and other tatguy requirements and, depending on the idenofitye counterparty, applicable
international requirements.

Some, but not all, derivatives may be cleared, hirctv case a central clearing counterparty stantigdem each buyer and seller and
effectively guarantees performance of each dexigatontract, to the extent of its available resesifor such purpose. As a result, the
counterparty risk is now shifted from bilaterakrizetween the parties to the individual credit kigkhe central clearing counterparty. Even in
such case, there can be no assurance that a gl&arise, or its members, will satisfy the cleahingse’s obligations to our funds. Uncleared
derivatives have no such protection; each partysitbe risk that its direct counterparty will ddtau

Entering into derivative contracts could expose tascontingent liabilities in the future

Entering into derivative contracts in order to pugr®ur various hedging strategies could requir® fisnd cash payments in the future
under certain circumstances, including an evexefdult or other early termination event, or theisien by a counterparty to request margi
the form of securities or other forms of collatewatler the terms of the derivative contract. Thewamts due with respect to a derivative
contract would generally be equal to the unreallped of the swap positions with the respectiventeparty and could also include other fees
and charges. These payments are contingent liabiind therefore may not appear on KKR’s balaheets Our ability to fund these
contingent liabilities will depend on the liquidibf our assets and access to capital at the tintethee need to fund these contingent liabilities
could adversely impact our financial condition.

The full impact of regulatory changes, including éhDodd-Frank Act, on our business is uncertain.

As a result of market disruption as well as highiylicized financial scandals in recent years, lagus and investors have exhibited
concerns over the integrity of the U.S. financiarkets, and the business in which we operate Ipatind outside the United States will be
subject to new or additional regulations. We maytieersely affected as a result of new or reviegilation or regulations imposed by the
SEC, the Commaodity Futures Trading




Commission (“CFTC") or other U.S. governmental regary authorities or self-regulatory organizatidhat supervise the financial markets.
We also may be adversely affected by changes imtagretation or enforcement of existing laws amés by these governmental authorities
and self-regulatory organizations.

On July 21, 2010, the United States enacted thalBBodnk Wall Street Reform and Consumer Proteddicin(the “Dodd-Frank Act).
The Dodd-Frank Act affects almost every aspecheflinited States financial services industry, iditig certain aspects of the markets in
which we operate. For example, the Dodd-Frank sgtdses additional disclosure requirements for putiimpanies and generally requires
issuers or originators of asdedcked securities to retain at least five percéttiecredit risk associated with the securitizesess. Among oth
things, the Dodd-Frank Act also:

» establishes the Financial Stability Oversight @olu(the “FSOC”), a multi-agency body acting as financial system’s systemic
risk regulator with the authority to review theigities of non-bank companies predominantly engagdihancial activities and to
designate such companies that pose risks to thadial stability of the United States as “systeiydanportant” and subject them to
regulation by the Federal Reserve Board;

* imposes certain regulatory requirements on tging of “swaps” and “security-based swaps” (ah1deoms are defined in the
Dodd-Frank Act and final rules from the CFTC and 8EC), including requirements that certain swayssecurity-based swaps be
executed on an exchange or “swap execution fatdityl cleared through a clearing house, and reopgngs that entities acting as
swap or security-based swap dealers or major swapaurity-based swap participants register iraihygropriate category and comply
with capital, margin, record keeping and reportingl business conduct rules, which could increasedbt of trading in the derivative
markets or reduce trading levels in the derivamarkets;

» substantially restricts the ability of bankingjanizations to sponsor or invest in private eqaitg hedge funds or engage in
proprietary trading; and

» grants the United States government resolutidinogity to liquidate or take emergency measureb wagard to troubled financial
institutions (including nonbank financial institotis) that fall outside the resolution authoritytted Federal Deposit Insurance
Corporation.

In addition, the Dodd-Frank Act could affect ouvéstment Company Act status. See the risk factitlexh“If the SEC were to
disagree with our Investment Company Act deternnat our business could be adversely affected.”

Many of the Dodd-Frank Act’ provisions are subject to final rulemaking by th8. financial regulatory agencies, and the ingtians
of the Dodd-Frank Act for our business will depeéac large extent on how such rules are adoptednaplémented by various U.S. financial
regulatory agencies, such as the FSOC, CFTC and B&@xample, if the FSOC were to determine thewre a systemically important
nonbank financial company, we would be subject heightened degree of regulation and supervisioadtition, the CFTC and SEC have
proposed or adopted rules to establish a new regulramework for swaps and security-based swapmstwcould limit our positions or
trading in such instruments. Additionally, feddnahking and housing agencies have yet to finalilssrimplementing the Dodd-Frank Act’s
five percent risk retention requirement for origova of asset-backed securities. Such rules castdpt the issuance of certain-asset backed
securities and reduce our deal flow. We continuantalyze the impact of rules adopted under the BFoddk Act. However, the full impact on
our business and the markets in which we operdt@aatibe known until the rules, and other regutgtiaitiatives that overlap with the rules,
are finalized and their combined impacts can bestsidod.

In addition, in August 2013, the Financial Stapiloard, an international body of which the Uni&fdtes is a member, issued set of
policy recommendations to strengthen oversightragdlation of the so-called “shadow banking systdmdadly described as credit
intermediation involving entities and activitiestside the regular banking system, such as privat&yefunds and hedge funds. The policy
recommendations outlined initial steps to defireegbope of the shadow banking system and propasesta) governing principles for a
monitoring and




regulatory framework. , including a “toolkit” of pential regulatory responses that national regtdatould employ to reduce systemic risk.
While at this stage it is difficult to predict tiype and scope of any new regulations that maydbetad by member countries, if such
regulations were to extend the regulatory and sig@ty requirements currently applicable to barskssh as capital and liquidity standards, to
our business, or were to otherwise classify al portion of our business as “shadow banking,”regulatory and operating costs, as well as
the public scrutiny we face, would increase, whitdly have a material adverse effect on our business.

Legal, tax and regulatory changes could occur anéynadversely affect our ability to pursue our hedgistrategies and/or increase the cc
of implementing such strategies.

The enforceability of agreements underlying hedgiagsactions may depend on compliance with appkcstatutory and other
regulatory requirements and, depending on the ityesftthe counterparty, applicable internatioredjuirements. New or amended regulations
may be imposed by the CFTC, the SEC, the U.S. BeBeserve or other financial regulators, otheregpmental regulatory authorities or self-
regulatory organizations that supervise the finainoiarkets that could adversely affect us. In paldir, these agencies are empowered to
promulgate a variety of new rules pursuant to rédgemacted financial reform legislation in the té States. We also may be adversely
affected by changes in the enforcement or intesficet of existing statutes and rules by these gowental regulatory authorities or self-
regulatory organizations.

In addition, the financial markets are subjectdamprehensive statutes, regulations and margin remeints. For example, the Dodd-
Frank Act is designed to impose stringent regutatin the over-the-counter derivatives market im@empt to increase transparency and
accountability and provides for, among other thjmrgsw clearing, execution, margin, reporting, re&eeping, business conduct, disclosure,
position limit, minimum net capital and registraticequirements. Although the CFTC has released fiikes relating to clearing, execution,
reporting, risk management, compliance, positionitjianti-fraud, consumer protection, portfolio eeciliation, documentation, recordkeeping,
business conduct and registration requirementsrihdeDodd-Frank Act, many of the provisions arkject to further final rulemaking, and
thus the Dodd-Frank Act’s ultimate impact remainslaar. New regulations could, among other thingstrict our ability to engage in
derivatives transactions (for example, by makingade types of derivatives transactions no longailable to the Fund), increase the costs of
using these instruments (for example, by increasiaggin, capital or reporting requirements) andfake them less effective and, as a result,
we may be unable to execute our investment stratagyts or restrictions applicable to the counsates with which we engages in derivative
transactions could also prevent us from using thegeuments, affect the pricing or other facta@tating to these instruments or may change
availability of certain investments. It is uncldaw the regulatory changes will affect counterpaisi.

Furthermore, for entities designated by the CFT@erSEC as “swap dealers”, “security-based swapks”, “major swap
participants” or major “security-based swap papteits”, the Dodd-Frank Act imposes new regulataggorting and compliance requirements.
On May 23, 2012, a joint final rulemaking by theT@and the SEC defining these key terms was pudddisih the Federal Register. Based on
those definitions, we do not believe that we wdudda swap dealer, security-based swap dealer, sagy participant or security-based major
swap participant at this time. If we are later daated as a swap dealer, security-based swap deaer swap participant or major security-
based swap participant, our business will be stilbgeincreased regulation, including registratiequirements, additional recordkeeping and
reporting obligations, external and internal busseonduct standards, position limits monitorind eapital and margin thresholds.

We may make investments or obtain credit that maguire us to post additional collateral in period$ adverse market volatility, which
could adversely affect our financial condition arajuidity.

We may make investments or have credit sourcdseifuture that, during periods of adverse markétility, such as the periods we
observed during the global credit crisis, coulduiegjus to post additional margin collateral, whichy have a material adverse impact on our
liquidity. For example, in the past, certain of dinancing facilities allowed the counterpartiedttermine a new market value of the collatera
to reflect current market conditions. In such casescounterparty had determined that the vafub® collateral had decreased, it could have
initiated a margin call and required us to eithestpadditional collateral or repay a portion of dutstanding borrowing, on minimal notice. If
we make investments or obtain credit on similamgein the future,




periods of adverse market volatility could resalaisignificant increase in margin calls and oguitiity, results of operations, financial
condition, and business prospects could suffesubh a case, it is possible that in order to oltagh to satisfy a margin call, we would be
required to liquidate assets or raise capitaldisadvantageous time, which could cause us to ifucther losses or otherwise adversely affect
our results of operations and financial conditiom,ld impair our ability to pay distributions toroshareholders and ultimately could reduce
amounts available for distribution to KKR unithotde In the event we are required to post additioalateral on investments, our contingent
liquidity reserves may not be sufficient at sucheiin the event of a material adverse change iorinit markets and related market price
market volatility.

We are subject to risks in using prime brokers, tadians, administrators and other agents.

We depend on the services of prime brokers, custagdiadministrators and other agents to carry etio of our securities
transactions. In the event of the insolvency ofime broker and/or custodian, we may not be abled¢over equivalent assets in full as we will
rank among the prime broker’s and custodian’s wrsgtcreditors in relation to assets which the prbroker or custodian borrows, lends or
otherwise uses. In addition, our cash held withiiae broker or custodian may not be segregated frenprime broker’s or custodian’s own
cash, and we therefore may rank as unsecured arditrelation thereto. The inability to recovesets from the prime broker or custodian
could have a material impact on the performanaeuobusiness, financial condition and results adrafions.

We may not be able to generate sufficient cashdovice or make required repayments of our indebteds and we may be forced to take
other actions to satisfy our obligations under oindebtedness, which may not be successful.

As of December 31, 2013, we had approximately $¥8gllion of total recourse debt outstanding.

Our debt level and related debt service obligations

* may limit our ability to obtain additional finaimg in excess of our current borrowing capacitysatisfactory terms to fund workil
capital requirements, capital expenditures, actjoiis, investments, debt service requirementstalagtock and debt repurchases,

distributions and other general corporate requirgmer to refinance existing indebtedness;

» require us to dedicate a substantial portionunfaash flows to the payment of principal and iestion our debt which will reduce
the funds we have available for other purposes;

« limit our liquidity and operational flexibilityrad our ability to respond to the challenging ecormoamd business conditions that
currently exist or that we may face in the future;

* may require us in the future to reduce discretigrspending, dispose of assets or forgo invessnantuisitions or other strategic
opportunities;

* impose on us additional financial and operatioaatrictions;

» expose us to increased interest rate risk be@sabstantial portion of our debt obligations @tregariable interest rates; and

» subject us to market and industry speculatioto aair financial condition and the effect of oubtlievel and debt service

obligations on our operations, which speculationld@de disruptive to our relationships with custespsuppliers, employees, credit

and other third parties.

A breach of any of the covenants in certain ofaelit agreements could result in a default underexalving credit facilities,
maturing on November 30, 2015 (the “2015 Facilitpvember 5, 2015 (the “2015 Natural Resourcedifdtand February 27, 2018 (the
“2018 Natural Resources Facility”); 8.375% seniotas
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due November 15, 2041 (“8.375% Notes”); and 7.5@@%ior notes due March 20, 2042 (“7.500% Senioedldtlf a default occurs under a
of these obligations and we are not able to ol#aiaiver from the requisite debt holders, then, mgnather things, our debt holders could
declare all outstanding principal and interesteéarbmediately due and payable. If our outstanditgbtedness were to be accelerated, we
cannot assure you that our assets would be suffitderepay in full that debt and any potentialifetindebtedness. We could also be forcec
bankruptcy or liquidation.

The terms of our indebtedness and preferred sharesy restrict our ability to make future distributits, make cash payments in respect of
any conversion or repurchases of indebtedness angase limitations on our current and future operatis.

The agreement governing the 2015 Facility containd, any future indebtedness may also containpéauof restrictive covenants
that impose operating and other restrictions ornediding restrictions on our ability to engageour current and future operations or to make
distributions to KKR, as a holder of our commonrssawhich in turn would reduce amounts availabtedistribution to KKR unitholders. The
2015 Facility credit agreement includes covenagdtricting our ability to:

» make distributions on, or to make cash paymentsspect of any conversion or repurchases ofraetitedness if an event of

default, or certain events that with notice or pgssof time or both would constitute an event dadk, under the 2015 Facility occur

at a time when we have any amounts outstandingruhde€015 Facility.

 incur or guarantee additional debt, other thast decurred in the course of our business condistéth current operations;

« create or incur liens, other than liens relatmgecured debt permitted to be incurred and ditmited exceptions;

» engage in mergers and sales of substantialyf allir assets;

* make loans, acquisitions or investments, otham thvestments made in the course of our busir@ssistent with current
operations;

* materially alter our current investment and vébrapolicies; and
* engage in transactions with affiliates.
In addition, the 2015 Facility credit agreemenbaigludes financial covenants, including requiratsehat we:

* maintain adjusted consolidated tangible net wathdefined in the 2015 Facility credit agreemehgt least $1 billion plus 25%
the net proceeds of any issuance of equity inteiiesis;

» not exceed a leverage ratio (as defined in ti& Facility credit agreement) of 1.50 to 1.00 cotepwon a basis that generally
excludes the debt of variable interest entities Weconsolidate under GAAP; and

* maintain a ratio of adjusted consolidated tosskss (as defined in the 2015 Facility Agreemeaditagreement) to recourse
indebtedness (as defined in the 2015 Facility tigltieement) of at least of 8.00 to 1.00.

As a result of these covenants, we are limitethénrbanner in which we conduct our business and ayeba unable to engage in
favorable business activities or finance futurerapens or capital needs. Our ability to complyhwite covenants and restrictions contained ir
the agreements governing our indebtedness maydxtead by economic, financial and industry conditiddeyond our control. A breach of any
of these covenants could result
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in a default under the 2015 Facility credit agreemepon the occurrence of an event of default utise 2015 Facility credit agreement, the
lenders are not required to lend any additionalwmsto us and could elect to declare all borrowiogtstanding thereunder, together with
accrued and unpaid interest and fees, to be dupayable, which could also result in an event dadé under our other agreements relating tc
our borrowings. If we were unable to refinance ¢éhiesrrowings on favorable terms, our results ofrafiens and financial condition could be
adversely impacted by increased costs and lessalaloterms, including higher interest rates andemestrictive covenants. The instruments
governing the terms of any future refinancing of anrrowings are likely to contain similar or maestrictive covenants.

In addition, the terms of our Series A LLC Prefdr&hares restrict our ability make distribution&toR as the holder of our common
shares under certain circumstances, which in tuualdweduce amounts available for distribution ®Runitholders, and future issuances of
preferred shares may contain similar or more m&sta terms. For more information about the restiits imposed by our Series A LLC
Preferred Shares see the risk described in thibieximder the caption “The terms of our prefersbdres restrict our ability to make future
distributions on our common shares and may adweedtdct the distributions we make to KKR.”

Further, the 2015 Natural Resources Facility aed?hil8 Natural Resources Facility contain certavenants that may restrict the
operations of the subsidiaries that are borrowadeuthose agreements.

There can be no assurances that our operations wéherate sufficient cash flows or that credit féities will be available to us in an amou
sufficient to enable us to pay our indebtedness@fund other liquidity needs

Our ability to make scheduled payments or prepaysn@m our debt and other financial obligations @épend on our future financial
and operating performance and the value of oursimvents. There can be no assurances that our iopsratill generate sufficient cash flows
or that new sources of credit will be availableisoin an amount sufficient to enable us to payimtdebtedness or to fund our other liquidity
needs. Our financial and operating performanceligest to prevailing economic and industry condii@nd to financial, business and other
factors, some of which are beyond our control. Sulyrstantial leverage exposes us to significantdiskng periods of economic downturn suct
as the one we experienced beginning in 2007, asaslr flows may decrease, but our required prihpigaments in respect of indebtedness dt
not change and our interest expense obligationisl docrease due to increases in interest rates.

If our cash flows and capital resources are insigffit to fund our debt service obligations, we Vikiély face increased pressure to
dispose of assets, seek additional capital oruetstre or refinance our indebtedness. These actiomsl have a material adverse effect on our
business, financial condition and results of openat In addition, we cannot assure that we woeldtile to take any of these actions, that
actions would be successful and permit us to meescheduled debt service obligations or that tlaxesiens would be permitted under the
terms of our existing or future debt agreementduiting our 2015 Facility credit agreement. Forrapée, we may need to refinance all or a
portion of our indebtedness on or before matufityere can be no assurance that we will be ablefiiwance any of our indebtedness on
commercially reasonable terms or at all. In theeabe of improved operating results and accesspitataesources, we could face substantial
liquidity problems and might be required to dispofenaterial assets or operations to meet our siefvice and other obligations. The 2015
Facility credit agreement restricts our abilitydispose of assets and use the proceeds from sspbsitions. We may not be able to
consummate those dispositions or to obtain thegads realized. Additionally, these proceeds maypaadequate to meet our debt service
obligations then due.

If we cannot make scheduled payments or prepaynoentsir debt, we will be in default and, as a reswhong other things, our debt
holders could declare all outstanding principal andrest to be due and payable and we could leedonto bankruptcy or liquidation or
required to substantially restructure or alter lousiness operations or debt obligations.
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Variable rate indebtedness subjects us to interase risk, which could cause our debt service ohligns to increase significantly.

As of December 31, 2013, approximately $203.9 oilldof our recourse borrowings, consisting of out®26€acility and junior
subordinated notes issued in connection with aust foreferred securities, were at variable ratéstefest and expose us to interest rate risk. |
interest rates increase, our debt service obligatam the variable rate indebtedness would increase though the amount borrowed remaine
the same. We may use interest rate derivatives asialiterest rate swap agreements to hedge thabiliyi of the cash flows associated with
our existing or forecasted variable rate borrowidgthough we may enter into additional interegerswaps, involving the exchange of floas
for fixed rate interest payments, to reduce inter@® volatility, such hedging may increase owtsof funding. We cannot provide assurance
that we will be able to enter into interest ratddes that effectively mitigate our exposure toriegerate risk.

If credit spreads on our borrowings increase ancethredit spreads on our investments do not alsa@ase, we are unlikely to achieve o
projected leveraged riadjusted returns. Also, if credit spreads on intregnts increase in the future, our existing investnts will likely
experience a material reduction in value.

We make investment decisions based upon projeetenldged risk-adjusted returns. When making sucje@ions we make
assumptions regarding the long-term cost of finageuch investments, particularly the credit spsessbociated with our lortgrm financings
We define credit spread as the risk premium foinkredit risk which is the difference between tis& free rate and the interest rate paid on
the applicable investment or loan, as the casebmaif credit spreads on our long-term financinggease and the credit spreads on our
investments are not increased accordingly, welikély not achieve our targeted leveraged rdshusted returns and we will likely experienc
material adverse reduction in the value of our stweents.

Ratings agencies may downgrade our credit ratinggich could make it more difficult for us to raiseapital and could increase ot
financing costs.

We are currently rated by two nationally recognig&tistical rating organizations. These ratingnages regularly evaluate us based
on a number of factors, including our financiaksgth and leverage as well as factors not withincoatrol, including conditions affecting our
industry generally and the wider state of the econoA negative change in our ratings outlook or dawngrade in our current investment-
grade credit ratings by our rating agencies, palaity below investment grade, could, among othergs, adversely affect our access to
sources of liquidity and capital, cost of borroweagd may result in more stringent covenants urtdetdérms of any new debt.

Declines in the fair values of our investments magiversely affect our results of operations and dtelzailability, which may adversel
affect, in turn, our ability to make payments du@ our indebtedness and our cash available for distition to KKR, as the holder of our
common shares and ultimately to KKR unitholders.

Certain of our assets are required to be carri¢) estimated fair value, including our securit@ailable-for-sale, residential
mortgage-backed securities, and corporate debéquity for which we elected to carry at estimataid ¥alue, (ii) lower of cost or estimated
fair value for our corporate loans held for sale(ii) amortized cost with a related allowance évedit losses for our corporate loans.

Changes in the fair values of certain assets wilaly affect our results of operations as unmsligains or losses, or be charged or
credited to our shareholders’ equity in each peeweh if no sale is made. As a result, a declinealaoes would reduce our book value per
common share. Moreover, if the decline in valuamfvailable-for-sale security is considered byroanagement to be other-than-temporary,
such decline will be recorded as a charge whichaaiversely affect our results of operations.

A decline in the market value of our assets mayeesbly affect our results of operations, partidylar instances where we have
borrowed money based on the market value of thesets If the market value of those assets declinesender may require us to post
additional collateral to support the loan. If werevenable to post the additional collateral, we lddwave to sell the assets at a time when we
might not otherwise choose to do so. A reductioorédit available may adversely affect our resoldtsperations, our ability to make payments
due on our indebtedness and cash available foitditon to KKR, as the holder of our shares animately KKR unitholders.
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Further, financing counterparties may require usi&intain a certain amount of cash or to set agidevered assets sufficient to
maintain a specified liquidity position intendedattow us to satisfy our collateral obligations. &sesult, we may not be able to leverage our
assets as fully as we would choose which may reduceeturn on equity. In the event that we areblsm#o meet these contractual obligations,
our financial condition could deteriorate rapidigcause we may be required to sell our investmémtistaessed prices in order to meet such
margin or liquidity requirements.

Market values of our investments may decline faumber of reasons, such as causes related to changeevailing market rates,
increases in defaults, increases in voluntary prejgats for those investments that we have thaswasgect to prepayment risk, and widening of
credit spreads.

Certain of our investments are illiquid and we magt be able to vary our portfolio in response toasfges in economic and other conditior

Certain of our investments may not be readily cotitvie to cash due to their illiquidity. For examplve are party to certain private,
unregistered debt transactions in which the seearissued to us are not widely held and trade ionbecondary, less established markets as
well as being a party to certain private equityeistnents for which there is a limited market. Assult, our ability to vary our portfolio in
response to changes in economic and other conglitiy be limited relative to our investment in s#ias that trade in more liquid markets.
addition, if we are required to liquidate all opartion of our portfolio quickly, we may realizegsificantly less than the value at which we h
previously recorded our investments. Furthermoue Manager, KKR Financial Advisors LLC, a subsigiaf KKR, conducts diligence on our
investments and employees of KKR may serve on tlaeds of directors of business entities in whichinvest. These activities may provide
our Manager with material non-public informatiortlwiespect to business entities in which we inv&sta result, we may face additional
restrictions on our ability to liquidate an investmhin such business entities to the extent thabwair Manager has, or could be attributed
with, material non-public information.

Some of our portfolio investments are recorded air fvalue as determined by our Manager and, as auk, there is uncertainty as to tr
value of these investments.

Some of our portfolio investments are, and we bel@re likely to continue to be, in the form of porate loans, securities and
partnership interests that have limited liquidityape not publicly traded. The fair value of invaents that have limited liquidity or are not
publicly traded may not be readily determinable. §éaerally value these investments quarterly atviiie as determined by our Manager
pursuant to applicable United States GAAP accogrgimdance. Because such valuations are inherentgrtain and may fluctuate over short
periods of time and be based on estimates, ourrdigtgtions of fair value may differ materially frotine values that would have been used if a
ready market for these investments existed. Th&ebaalue of our shares and any other securitiemereissue could be adversely affected if
our determinations regarding the fair value of ¢hiesestments are materially higher than the vatligswe ultimately realize upon their
disposal.

Our rights under our indirect investments in corpate leveraged loans may be more restricted tharcliinvestments in such loans.

We hold interests in corporate leveraged loandratgd by banks and other financial institutionse ¥¢quire interests in corporate
leveraged loans either directly by a direct pureharsan assignment, or indirectly through partitgra The purchaser of an assignment
typically succeeds to all the rights and obligasior the assigning institution and becomes a lendder the credit agreement with respect to
the debt obligation. In contrast, participatioremrsts in a portion of a debt obligation typicaégult in a contractual relationship only with the
institution participating out the interest, notkvthe borrower. Thus, in purchasing participatioms,generally will have no right to enforce
compliance by the borrower with the terms of thed@ragreement, nor any rights of offset againstitbrrower, and we may not directly ben
from the collateral supporting the debt obligatiornvhich we have purchased the participation. Assalt, we will assume the credit risk of
both the borrower and the institution selling tlaetigipation.

14




The mortgage loans underlying the mortgage-backeduwrities we invest in are subject to delinquenfyreclosure and loss, which could
result in losses to us.

As of December 31, 2013, we held residential m@egdacked securities with an aggregate estimateddte of $76.0 million.
Residential mortgage-backed securities evidenegdsts in or is secured by pools of residentialtgame loans. Accordingly, the mortgage-
backed securities we invest in are subject tofathe risks of the underlying mortgage loans. Rexsithl mortgage loans are secured by single-
family residential property and are subject tosisk delinquency, foreclosure and risk of loss. @h#ity of a borrower to repay a loan secured
by a residential property is dependent upon therimeor assets of the borrower. A number of faciarduding a general economic downturn,
acts of God, terrorism, social unrest and civitulisances, may impair borrowers’ abilities to refiagir loans. Foreclosure of a mortgage loan
can be an expensive and lengthy process that bawigl a substantial negative effect on our antiegbatturn on the foreclosed mortgage loan.

Credit default swaps are subject to risks relatecchanges in credit spreads, credit quality and egfed recovery rates of the underlying
credit instrument.

We may enter into credit default swaps (“CDS”) mgeistments or hedges. CDS involve greater risksithaesting in the reference
obligation directly. In addition to general markisks, CDS are subject to risks related to chamgagerest rates, credit spreads, credit quality
and expected recovery rates of the underlying tiestrument. A CDS is a contract in which the pobion “buyer” is generally obligated to
pay the protection “seller” an upfront or a perimdiream of payments over the term of the conpemtided that no credit event, such as a
default, on a reference obligation has occurreésélpayments are based on the difference betweiateasst rate applicable to the relevant
issuer less a benchmark interest rate for a givatunity. If a credit event occurs, the seller gafigmust pay the buyer the “par value” (full
notional value) of the swap in exchange for an efpce amount of deliverable obligations of thaues(also known as the reference entity) of
the underlying credit instrument referenced in@S, or, if the swap is cash settled, the selley bearequired to deliver the related net cash
amount. The protection buyer will lose its investinand recover nothing should no event of defacduo. If an event of default were to occur,
the value of the reference obligation receivedhgygrotection seller (if any), coupled with theipdic payments previously received, may be
less than the full notional value it pays to thgdmiresulting in a loss of value to the sellew# act as the protection seller in respect of &CD
contract, we would be exposed to many of the saske of leverage described herein since if an egtdefault occurs the seller must pay the
buyer the full notional value of the reference gétion.

If we act as the protection seller in respect efldrdefault swaps, we will seek to realize gaipsvoiting credit default swaps that
increase in value, to realize gains on writing érddfault swaps, an active secondary market foh snstruments must exist or we must
otherwise be able to close out these transactioadvantageous times. If no such secondary maxketseor we are otherwise unable to close
out these transactions at advantageous timesngdtiedit default swaps may not be profitable far\WWe may exit our obligations under a
credit default swap only by terminating the conttad paying applicable breakage fees, or by ergenito an offsetting credit default swap
position, which may cause us to incur more losses.

The market for credit default swaps has become malgtile in recent years as the creditworthingsseotain counterparties has been
guestioned and/or downgraded. If a counterpartgditbecomes significantly impaired, multiple regts for collateral posting in a short
period of time could increase the risk that thed~oray not receive adequate collateral.

Our dependence on the management of other entitiesy adversely affect our business.
We do not control the management, investment detisir operations of the business entities in whiehinvest. Management of
those enterprises may decide to change the nattineipassets, or management may otherwise chiangenanner that is not satisfactory to us

or value enhancing for the investment we have nradach entities. We typically have no ability feat these management decisions and we
may have only limited ability to dispose of our @stments.
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Due diligence conducted by our Manager may not ralall of the risks of the businesses in which wevéest.

Before making an investment in a business entity Manager typically assesses the strength anid siithe entitys management al
other factors that it believes will determine thiecess of the investment. In making the assessamehbtherwise conducting due diligence, oul
Manager relies on the resources available to it Bnsbme cases, an investigation by third parfibss process is particularly important and
subjective with respect to newly organized entiiesause there may be little or no information joljpbvailable about the entities.
Accordingly, there can be no assurance that thesdiligence process will uncover all relevant famtshat any investment will be successful
addition, we and KKR have established certain ptaoes relating to conflicts of interests that mestrict us from accessing certain
confidential information in the possession of KKRome of its affiliates. As a result, we may purgugestments without obtaining access to
such confidential information, which informatiohyéviewed, might otherwise impact our judgmenthwigspect to such investments.

We operate in a highly competitive market for inte®nt opportunities.

We compete for investments with various other ites such as other public and private funds, coroi@leand investment banks a
other companies, including funds and companiefaaéd with our Manager. Some of our competitorgehgreater resources than we posse
have greater access to capital or various typésaricing structures than are available to us aayg have investment objectives that overlap
with ours, which may create competition for investrhopportunities with limited supply. The comgeétpressures we face could impair our
business, financial condition and results of openat As a result of this competition, we may netdble to take advantage of attractive
investment opportunities from time to time. Furthere, competition for investments may lead to aekese in returns available from such
investments, which may further limit our ability g@nerate our desired returns.

There is an inherent risk that we may incur envirarental costs and liabilities as a result of our maél resources and real estate
investments.

We have made and may continue to make certaintimeggs in real estate and oil and gas industriagwpresent inherent
environmental and safety risks. The oil and gasstries, in particular, are subject to stringert aomplex foreign, federal, state and local
environmental laws, ordinances and regulations.edtitese laws, ordinances and regulations, regardiefault, owners and operators of oil
and gas properties and facilities can be heldlyarid severally liable for the cost of remediatomptamination and providing compensation
for damages to natural resources. Our investmards and gas and real estate also present inhaséntf personal and property injury. We
not insured against all losses or liabilities thald arise from these investments. On-going caenpk with environmental laws, ordinances
and regulations applicable to these investmentsenégil significant expense. Environmental andtyadbligations and liabilities can be
substantial and could adversely impact the valusuoiatural resources investments, our abilityge these investments as collateral and ma;
otherwise have a material adverse effect on owltsesf operations.

In addition, the trend in environmental regulatisrio place more restrictions and limitations otivities that may affect the
environment, and thus, any changes in federalabe €nvironmental laws and regulations or re-imgtion of applicable enforcement policies
that result in more stringent and costly well camstion, drilling, water management or completiatiaties, or waste handling, storage,
transport, disposal or remediation requirementédcbave a material adverse effect on our finanmiglition. The operators of the oil and gas
properties in which we invest may be unable to passuch increased compliance costs to their clestm

The performance of our natural resources, commeiaiaal estate and specialty lending investmentselegon the skill, ability and decisiol
of third party operators.

The success of the drilling, development and prodnof the oil and natural gas properties in whigh have working interests is
substantially dependent upon the decisions of 4héndy operators and their diligence to comply wistious laws, rules and regulations
affecting such properties. Likewise, the successuofcommercial real estate and the specialty fepéthicused businesses in which we invest
depends upon the skill, ability, risk
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assessments and decisions of third party operdtbesdecisions of these third-party operators dsaseany failure to perform their services,
discharge their obligations, deal with regulatoggiacies, and comply with laws, rules and regulatioould result in material adverse
consequences to our interest in such investmentsn&lural resources investments in particulasalgect to complex environmental laws and
regulations. Such adverse consequences could nedialbilities to us, reduce the value of our nei&ts in such investments and adversely affe
our cash flows from such investments and our resflbperations. In addition, our royalty interastsil and natural gas properties are
predicated on the overall operating performandhiod party operators, which could result in a retthn in value of our royalty interests and
adversely affect our cash flows from such investisien

Our estimated oil, natural gas, and natural gasligls (“NGL") reserve quantities and future produain rates are based on many
assumptions that may prove to be inaccurate. Anytenial inaccuracies in these reserve estimatestwr tinderlying assumptions will
materially affect the quantities and value of oueserves.

Numerous uncertainties are inherent in estimatirantjties of oil, natural gas, and NGL reserves Plocess of estimating oil, natt
gas, and NGL reserves is complex, requiring sigaift decisions and assumptions in the evaluati@vaifable geological, engineering and
economic data for each reservoir, and reserve atdsralso rely upon various assumptions, includssyimptions regarding future oil, natural
gas, and NGL prices, production levels, and opsgadihd development costs. As a result, estimatadtiies of proved reserves and
projections of future production rates and the nignof development expenditures may prove to becimate. Over time, we may make mate
changes to reserve estimates taking into accoanesults of actual drilling and production. Angrsficant variance in our assumptions and
actual results could greatly affect our estimafagserves, the economically recoverable quantitfesl, natural gas, and NGL attributable to
any particular group of properties, the classifaad of reserves based on risk of recovery, arichatgs of the future net cash flows.

Our natural resources investments are subject tongex federal, state, local and other laws and réagions that could adversely affect the
value of our natural resources investments.

The natural resources operations in which we inaessubject to complex federal, state and lowed land regulations as interpreted
and enforced by governmental authorities possegsitggliction over various aspects of the explanatiproduction and transportation of nat
resources. These operations must obtain and nraimianerous permits, approvals and certificates franous governmental authorities that
may entail significant expense, impose onerousitiond on operations or place limitations on praghe methods or quantity. While
compliance with such processes has not yet haderialampact on the value of our natural resouingestments, new regulations, laws or
enforcement policies could be more stringent agdiicantly increase compliance costs or otherwisgerially decrease the value of our
natural resources properties. For example, sonesdtave adopted, and other states and the fegter@inment are considering adopting,
regulations that place restrictions of the useroéxraction process called hydraulic fracturingediby the oil and gas operations in which we
invest. This or other added regulation could leadgerational delays, increased operating costeg@sed liability risks and reduced produc
of oil and gas, which could adversely impact thi@af our natural resources investments, ourtghidi use these investments as collateral an
may otherwise have a material adverse effect omesuits of operations.

If commodity prices decline and remain depressedd@rolonged period, a significant portion of oudevelopment projects may becol
uneconomic and cause write downs of the value of ol and natural gas properties, which may redutiee value of our natural resources
investments, have a negative impact on our abiliiyuse these investments as collateral or othervriage a material adverse effect on our
results of operations.

Oil and natural gas are commodities and, therefbest prices are subject to wide fluctuationsasponse to relatively minor changes
in supply and demand. Historically, the marketsdiband natural gas have been volatile. For exanntpt the five years ended December 31,
2013, the WTI ail spot price ranged from a higl$@f.3.39 per Bbl to a low of $34.03 per Bbl, whhe Henry Hub natural gas spot price
ranged from a high of $7.51 per MMBtu to a low Gf& per MMBtu. These markets will likely contintgebe volatile in the future. The prices
we receive for our production, and the levels af pnoduction, depend on numerous factors beyondonitrol, including:
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» worldwide and regional economic conditions impagthe global supply and demand for oil and ndtyas;
» the amount of added production from developménnconventional oil and natural gas reserves;
 the price and quantity of imports of foreign aild natural gas;

 political conditions in or affecting other oilgutucing and natural gas-producing countries, inplythe current conflicts in the
Middle East and conditions in South America anddRas

the level of global oil and natural gas explaratand production;

 the level of global oil and natural gas invergeri

* localized supply and demand fundamentals an@mnedjidomestic and international transportatiorilaldity;

» weather conditions and natural disasters;

» domestic and foreign governmental regulations;

» speculation as to the future price of oil andgpeculative trading of oil and natural gas futwestracts;

» price and availability of competitors’ suppliesail and natural gas;

» technological advances affecting energy consumptnd

» the price and availability of alternative fuels.
Significantly and sustained lower natural gas aweek crude oil prices, could render many of ouralepment and production projects
uneconomical and result in a downward adjustmepuofeserve estimates, which may cause us to nem@npairments in the value of our
oil and natural gas properties. In addition, if estimates of development costs increase, produdada factors change or drilling results
deteriorate, accounting rules may require us tteveidwn, as a non-cash charge to earnings, thgmgwalue of our oil and natural gas
properties for impairments. This could reduce thki® of our natural resources investments, havegative impact on our ability to use these

investments as collateral or otherwise have a iiahgiverse effect on our results of operations.

As a nor-operator, our natural resources investments relgrsficantly on third-parties, which could have a aterial adverse effect on our
natural resources investments.

We have only participated in wells operated byddparties. The success of our natural resourcestments depends on the success
of our operators. If our operators are not sucoégsthe development, exploitation, production @xgloration activities relating to our
leasehold interests, or are unable or unwillinggdorm, our natural resources investments coulsidgrgficantly impacted.

Our operators may make decisions in connection thigir operations (subject to their contractual Ergél obligations to other owne
of working interests), which may not be in our begtrests.

Additionally, we may have limited or virtually ndoidity to exercise influence over the operationatidions of our operators, includi
the setting of capital expenditure budgets andimjilocations and schedules. Dependence on ouatips could prevent us from realizing our
target returns for those locations. The succesgiariag of development activities by our operatait depend on a number of factors that
could be outside of our control, including:
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the timing and amount of capital expenditures;
» their expertise and financial resources;

» approval of other participants in drilling wells;
« selection of technology; and

 the rate of production of reserves, if any.

The terms of our preferred shares restrict our abjilto make future distributions on our common sheg and may adversely affect the rights
of KKR, as the holder of our common shares.

As of January 17, 2013, we had 14.95 million Sefied.C Preferred Shares outstanding and our opggagreement permits our
Board of Directors to authorize, without shareholgproval, the issuance of up to an additionat@admate 35 million preferred shares with
distribution, liquidation, conversion, voting anther rights which could adversely affect the right&KKR, as the holder of our common sha
Our Series A LLC Preferred Shares rank senioreécctimmon shares with respect to payment of digtabs and distribution of our assets
upon our dissolution and any future preferred shirat we issue may do so as well. DistributionshenSeries A LLC Preferred Shares are
cumulative and are paid quarterly when, as, adédfared by our Board of Directors. We may not a@ecbr pay distributions to KKR as the
holder of our common shares unless all accruedldligibns have been declared and paid, or set dsidmyment, on the Series A LLC
Preferred Shares, which may ultimately reduce theumts available for distribution to KKR unitholdeThe Series A LLC Preferred Shares
have limited voting rights, however, in the evdrattwe miss six quarterly distributions (whethenot consecutive) on the Series A LLC
Preferred Shares, the holders of such shares evéhiitled to appoint two directors to our Boardilisuch time as all accrued distributions on
the Series A LLC Preferred Shares have been delciare paid or set aside for payment. Any prefesteates that we issue in the future may
contain restrictions on our ability to make distitions on our common shares and have rights arfdrprees that have a similar or more
adverse affect on the rights of holders of our cammshares.

Certain of KFN'’s holdings may create a conflict afiterest with KKR and its affiliates and may expok&R to additional legal risks.

Subject to complying with KFN'’s Investment Poligiascore element of KFN's business strategy istti@Manager will at times
cause KFN to invest in corporate leveraged loaigh Yield securities and equity securities of comipa affiliated with KKR, provided that
such investments meet KFN'’s requirements.

To the extent KKR or its affiliates are the ownefs majority of the outstanding equity securitidsuch companies, KKR may have
the ability to elect all of the members of the labaf directors of a company KFN holds in its padiitiand thereby control its policies and
operations, including the appointment of managenfatire issuances of shares or other securitiespayments of dividends, if any, on its
shares, the incurrence of debt by it, amendmerits tertificate of incorporation and bylaws andegimg into extraordinary transactions, and
the interests of KKR’s various strategies and vekidancluding the strategies of KFN, may not ihcalses be aligned. In addition, with respect
to companies in which KFN has an equity interesthe extent that KKR is the controlling shareholidenay be able to determine the outcome
of all matters requiring shareholder approval afltigenerally be able to cause or prevent a chaig®ntrol of a company KFN invests in o
change in the composition of its board of directnrd could preclude any unsolicited acquisitiothet company regardless as to the impact o
KFN'’s portfolio. So long as KKR continues to owsignificant amount of the voting power of a compamiKFN's portfolio, even if such
amount is less than 50%, KKR may continue to infheethat company’s decisions. Kk&Rhterests with respect to the management, ined
decisions, or operations of those companies m#gnas be in conflict. In addition, to the extenathaffiliates of KKR invest in companies that
KFN holds in its portfolio, similar conflicts witbther vehicles managed by KKR may arise. In additibe Manager has implemented policies
and procedures to mitigate potential conflictsndérest, which policies impose limitations on KFdisility to make certain investments in
companies affiliated with KKR.
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In addition, KKR may at times have conflicting irgsts because the CLO issuers in K&Nortfolio hold corporate leveraged loans
obligors of which are portfolio companies of KKRisids. KKR may have an interest in causing suchpaoies to pursue acquisitions,
divestitures, exchange offers, debt restructurargb other transactions that, in KKR’s judgment,ld@nhance its equity investment, even
though such transactions might involve risks talkod of indebtedness, which include CLO issuekHN’s portfolio. For example, KKR
could cause a company that is the obligor on a ledd by a CLO issuer of KFN to make acquisitidmat increase its indebtedness or to sell
revenue generating assets, thereby potentiallyedsirg the ability of the company to repay its debtases where a company’s debt
undergoes a restructuring, the interests of KKRrasquity investor and KFN’s CLO issuers as delsiors may diverge, and KKR may have
an interest in pursuing a restructuring strategy benefits the equity holders to the detrimertheflenders, such as KFN’s CLO issuers. This
risk may be exacerbated in the current economiad@mwent given reduced liquidity available for degfinancing, among other factors.
Consequently, KKR’s management of the investmenitsifunds may reduce the value of KFN'’s portfolio

If a portfolio company of a KKR fund were to filerfbankruptcy or similar action, a court may sulimate KFN’s debt holdings in
such company to the claims of more junior debt &idr may recharacterize KFN’s holdings as antgguestment. Any such action by a
court would have a material adverse impact on geevof these holdings.

Conflicts may arise in connection with the allocati of investment opportunities by affiliates of KKR

KKR and its affiliates engage in various managenoemtvestment opportunities in addition to mangdit-N. KKR and its affiliates
are not restricted from raising, sponsoring or sithgg any new investment fund, company or othetriticluding a REIT, or holding
proprietary investment accounts, unless such faoclhunt, company or other entity invests primarildomestic mortgage-backed securities.
This restriction is of significantly less relevarsiace the May 4, 2007 restructuring pursuant tcKFN succeeded KKR Financial Corp.,
because since then KFN's investments in domestitgage-backed securities have significantly de@@éand as of December 31, 2013
comprised $76.0 million of KFN’s investment portfolAs a result, KKR is currently engaged in andyrmathe future engage in management
or investment opportunities on behalf of otherd tiauld have been suitable for KFN and thus KFN rhaye fewer attractive opportunities.

In addition, affiliates of KKR currently manage segte investment funds and separately managed mscKR Funds and
Accounts”) that invest in the same non-mortgagekbdcecurities investments that KFN invests inluidiag other fixed income, natural
resources and real estate investments. With regpéuese other KKR Funds and Accounts and anyr dtimels or accounts that may be
established in the future, KKR will face confli¢gtsthe allocation of investment opportunities. Satibcation is at the discretion of KKR and
affiliates in accordance with their respective edition policies and procedures. These policies itatkeaccount a number of factors, including
mandatory minimum investment rights, investmeneotiyes, available capital, concentration limitsk profiles and other investment
restrictions applicable to KFN and these compeiifdR Funds and Accounts. KKR and its affiliates héwvead discretion in administering
these policies and in making allocations. In additicertain of such other KKR Funds and Accountyg peaticipate in opportunities on more
favorable terms than KFN.

Conflicts may arise between KFN investments andastments held by other funds and accounts manage®&KR and its affiliates.

KFN may invest in the same issuers as other KKRIBw@and Accounts, although their investments maydecdifferent obligations of
such issuer. For example, KFN might invest in seaiporate loans issued by a borrower and oneose i{KR Funds and Accounts might
invest in the borrower’s junior debt and/or equipnflicts of interest may arise where KFN and otkKR Funds and Accounts
simultaneously hold securities representing difieparts of the capital structure of a stressedisiressed issuer. In such circumstances,
decisions made with respect to the securities biglone KKR Fund or Account may cause (or have titergial to cause) harm to the different
class of securities of the issuer held by KFN tieokKKR Funds and Accounts. For example, if sucisamer goes into bankruptcy or
reorganization, becomes insolvent or otherwise ggpees financial distress or is unable to megatgment obligations or comply with
covenants relating to credit obligations held by
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KFN or by the other KKR Funds and Accounts, su¢teoKKR Funds and Accounts may have an interesictnaflicts with KFN's interests. |
additional financing for such an issuer is necgsaara result of financial or other difficultiesmay not be in KKR’s best interests to provide
such additional financing through KFN, but suchitiddal financing could be seen to benefit investiseheld by other KKR Funds and
Accounts. In addition, other KKR Funds and Accountsy engage in short sales of (or otherwise taket glositions in) securities or other
instruments of issuers in which KFN invests, whicluld be seen as harming the performance of KFbrgqdio for the benefit of the accounts
taking short positions if such short positions eatlee market value of KFN'portfolio to fall. In conflict situations such & ones discussed
this paragraph, KKR and its affiliates will seekrésolve any such conflicts in accordance witltasipliance procedures.

We compete with other investment entities affilidteith KKR for access to KKR's investment professits.

KKR and its affiliates manage several private ggfiihds, other funds and separately managed aczcamd will establish and
manage other investment entities in the futuretadeof these investment entities have, and anyynereated entities may have, an investmen
focus similar to KFN'’s focus. In addition, if KFNiavestment strategy evolves, its investment objestmay overlap with an increasing
number of such entities. As a result the managewfedhEN may compete with an increasing number @hsentities for access to the
management and other resources of KKR. KFN'stghii continue to engage in these types of oppdrésnn the future depends, to a
significant extent, on competing demands for thiegestment opportunities by other investment esgigstablished by KKR and its affiliates.
To the extent that KKR affiliated entities or reldtparties compete for investment opportunitiesigltan be no assurances that KFN will
receive an allocation of any particular type of ogipnity or that the performance of the opport@sitallocated to KFN, even within the same
asset classes, will perform as favorably as thtbeeaded to others.

Access to confidential information may restrict KFs ability to take action with respect to some tf holdings, which, in turn, may
negatively affect returns from KFNs portfolio.

KFN, directly or through its Manager, may obtaimfidential information about the companies in whitcholds or may hold. If KFN
does possess confidential information about suofipamies, there may be restrictions on its abititynake, dispose of, increase the amount of
or otherwise take action with respect to, holdimggose companies. A conflict of interest arisethe extent the Manager becomes aware of
inside information concerning holdings or potentéaets. KKR has implemented compliance procedamespractices designed to ensure tha
inside information is not used for making investingecisions on KFN'’s behalf. However, there is ssusance that procedures and practices
will be effective. In addition, this conflict andese procedures and practices may limit the freeafdfi-N to make potentially profitable
investments which could have an adverse effechemdturns on KFN's portfolio. Conversely, KFN nayrsue investments without obtaining
access to confidential information otherwise inplossession of KKR or one of its affiliates, whinformation, if reviewed, might otherwise
impact our judgment with respect to such investisient

TAX RISKS

If we were treated as a corporation for United Statfederal income tax purposes, all of our incomeul be subject to an enti-level tax,
which could result in a material reduction in casthow available for distribution to KKR and ultimatg to KKR unitholders.

The value of your investment in us depends in parbur being treated as a partnership for UnitatieStfederal income tax purposes.
We intend to continue to operate so that we qudiifiyUnited States federal income tax purposes, @artnership and not as an association
publicly traded partnership taxable as a corponatio general, if a partnership is “publicly tradéds defined in the Code), it will be treated as
a corporation for United States federal incomeptarposes. A publicly traded partnership will, hoeewbe taxed as a partnership, and not as
corporation, for United States federal income tasppses, so long as it is not required to registeter the Investment Company Act and at
least 90% of its gross income for each taxable geastitutes “qualifying incomeiithin the meaning of Section 7704(d) of the Code refer
to this exception as the “qualifying income excepti Qualifying income generally includes rents, divideninterest (to the extent such inte
is neither derived from the
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“conduct of a financial or insurance business” Ibased, directly or indirectly, upon “income or ptgf of any person), income and gains
derived from certain activities related to minemtsl natural resources, and capital gains fronsaleor other disposition of stocks, bonds anc
real property. Qualifying income also includes otimeome derived from the business of investingaimong other things, stocks and securities

If we fail to satisfy the “qualifying income excém” described above, items of income, gain, loss, dextuand credit would not pa
through to holders of our shares and such holdetddibe treated for United States federal (anchgedtate and local) income tax purposes a:
shareholders in a corporation. In such case, wddnmirequired to pay income tax at regular corfgorates on all of our income. In addition,
we would likely be liable for state and local ino®m@nd/or franchise taxes on all of our income.ribistions to holders of our shares would be
taxable as ordinary dividend income to such holtiethe extent of our earnings and profits, andehdistributions would not be deductible by
us. If we were taxable as a corporation, it coeklit in a material reduction in cash flow avaiafur distribution to KKR and ultimately to
KKR unitholders.

Complying with certain tax-related requirements maguse us to forego otherwise attractive businesswestment opportunities.

To be treated as a partnership for United Statdsr& income tax purposes, and not as an assac@atipublicly traded partnership
taxable as a corporation, we must satisfy the fyiradj income exception, which requires that at 1€8¥6 of our gross income each taxable
consist of interest, dividends, capital gains atteiotypes of “qualifying income.” Interest incomdl not be qualifying income for the
qualifying income exception if it is derived frorth& conduct of a financial or insurance busineshkis requirement limits our ability to
originate loans or acquire loans originated byManager and its affiliates. In order to comply witlis requirement, we (or our subsidiaries)
may be required to invest through foreign or domesirporations that are subject to corporate inedax or forego attractive business or
investment opportunities. Thus, compliance witls tieiquirement may adversely affect our return anireestments and results of operations.

The ability of KKR unitholders to deduct certain pgnses incurred by us may be limited.

In general, expenses incurred by us that are ceresid'miscellaneous itemized deductions” that doeated to KKR, and then to a
KKR unitholder may be deducted by a holder of ammmon shares that is an individual, estate or tvabt to the extent that such holder’s
allocable share of those expenses, along withdlaehs other miscellaneous itemized deductionseed, in the aggregate, 2% of such
holder’s adjusted gross income. In addition, treegeenses are also not deductible in determiningltieenative minimum tax liability of a
holder. We treat the management fees that we payrtManager and certain other expenses incurragtas miscellaneous itemized
deductions. A holder’s inability to deduct all opartion of such expenses could result in an amotitetxable income to such holder with
respect to KKR that exceeds the amount of castatitistributed to such holder for the year.

KKR unitholders that are individuals, trusts, or des may have a higher tax liability if the Inteah Revenue Service (tHIRS”)
successfully challenges our treatment of distribanis paid on our Series A LLC Preferred Shart

The treatment of interests in a partnership, ssobua Series A LLC Preferred Shares, and the Higtans paid in respect of such
interests is uncertain. Our Series A LLC Prefe®bdres will accrue distributions at an annual ohfe375%. In general, we will specially
allocate to our Series A LLC Preferred Shares itefrur gross income (excluding any gross incorenfthe sale or exchange of capital
assets) (our “gross ordinary income”) in an amaayutal to the distributions paid in respect of oerié&s A LLC Preferred Shares during the
taxable year. The amount of gross ordinary incdmaéwe allocate to our Series A LLC Preferred Sharll reduce the amount of income that
is allocable to our common shares.

We intend to treat our Series A LLC Preferred Sha®partnership interests in us and the amouitggaur Series A LLC Preferred
Shares as distributions related to allocationsunfitems of income. The IRS, however, may contérad payments on our Series A LLC
Preferred Shares represent “guaranteed paymentthat case, no
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portion of our income would be allocated to ouri&eA LLC Preferred Shares, but KKR, as holderwf@mmon shares, would be allocate
deduction for its allocable share of the distribo§ treated as “guaranteed payments,” which inwowuld be allocated to KKR unitholders.
Although not entirely free from doubt, deductionisibutable to “guaranteed payments” should gehela treated as “miscellaneous itemized
deductions.” In general, “miscellaneous itemizedwitions” may be deducted by a an individual, estattrust only to the extent that such
holder’s allocable share of those expenses, alatigthie holder’s other miscellaneous itemized déidus, exceed, in the aggregate, 2% of
such holder’s adjusted gross income. In additibesé expenses are also not deductible in detergninealternative minimum tax liability of a
holder. As a result of those restrictions, KKR holtlers may not be able to deduct all or a porvibtheir allocable share of deductions
attributable to any “guaranteed payments,” andgfioee, KKR unitholders that are individuals, tystr estates may have a higher tax liability
if the IRS successfully challenges our treatmeristibutions paid on our Series A LLC Preferrédt&s.

Holders of KKR common units may be subject to Caiifia income taxes or withholding on their allocablshare of our income and gain

Our Manager has offices in California, and thusceeld be deemed to have California source incoraseB on our current and
anticipated investment activities, we believe thaltlers of KKR common units who are not residefitSalifornia and corporate holders of
KKR common units who do not have other income dtifrom California should not be subject to Califarincome taxes on their share of
income or gains. However, no assurance can begedvhat our future activities will not cause hotdef KKR common units who are not
residents of California and such corporate holdéksKR common units to be subject to Californiadnee tax on all or a portion of their share
of our income or gains, and no assurance can hédaathat the California Franchise Tax Board wdt successfully challenge our current
position that such holders are not subject to Gali income tax on their share of our income aaidg If it were determined that we had
California source income, we would be required ithkold at a rate of 7% of the distributions of i@ahia source income to domestic (non-
foreign) nonresident holders of KKR common unitd ahthe highest rate of tax imposed on individaald corporations, respectively, of the
allocated share of California source income foeiign (non-U.S.) holders of KKR common units.

We could incur a significant tax liability if the RS successfully asserts that the “anti-stapling”les apply to certain of our subsidiaries,
which could result in a reduction in cash flow avable for distribution to KKR and ultimately to KKRnitholders.

If we were subject to the “anti-stapling” rulesS®éction 269B of the Code, we would incur a sigaifictax liability as a result of
owning (i) more than 50% of the value of both a dstit corporate subsidiary and a foreign corpasabsidiary, or (ii) more than 50% of both
a REIT and a domestic or foreign corporate subsidiathe “anti-stapling” rules applied, our foge corporate subsidiaries would be treated ¢
domestic corporations, which would cause thosdieatio be subject to United States federal cotpdr&mome taxation, and any REIT
subsidiary would be treated as a single entity withdomestic and foreign corporate subsidiarieptmposes of the REIT qualification
requirements, which could result in the REIT sulasidfailing to qualify as a REIT and being subjezUnited States federal corporate income
taxation. Currently, we have several subsidiatias tould be affected if we were subject to thdiatapling” rules, including subsidiaries
taxed as REITs and several foreign and domestjwocate subsidiaries. Because we own, or are treat@dvning, a substantial proportion of
our assets directly for United States federal inedax purposes, we do not believe that the “aafistg” rules have applied or will apply.
However, there can be no assurance that the IR®iwoti successfully assert a contrary position,clvltiould result in a reduction in cash flow
available for distribution to KKR and ultimately KKR unitholders.

Although we anticipate that our foreign corporateissidiaries will not be subject to United Stateslézal income tax on a net basis, 1
assurance can be given that such subsidiaries wilt be subject to United States federal income ¢&xa net basis in any given taxable year.

We anticipate that our foreign corporate subsid&will generally continue to conduct their actastin such a way as not to be
deemed to be engaged in a United States tradesordss and not to be subject to United Statesdédwmome tax. There can be no assurance
however, that our foreign corporate subsidiaridsnvait pursue investments or engage in activitieg thay cause them to be engaged in a
United States trade or business. Moreover, thardeano assurance that as a result of any charapplitable law, treaty, rule or regulation or
interpretation thereof, the activities of any of émreign corporate subsidiaries would not becooigext to United States federal income tax.
Further, there can be no assurance that unangdzativities of our foreign subsidiaries would natise such subsidiaries to become subije
United States federal income tax. If any of ouefon corporate subsidiaries became subject to didtates federal income tax (including the
United States branch profits tax), it would sigrafiitly reduce the amount of cash available forifistion to us, which in turn could have an
adverse impact on theamount available for distitiouto KKR and ultimately to KKR unitholders. Owrgign corporate subsidiaries are
generally not expected to be subject to UnitedeStigderal income tax on a net basis, but suchidiabies may receive income that is subject
to withholding taxes imposed by the United Statestber countries. Any such withholding taxes woluidher reduce the amount of cash
available for distribution to us.

Certain of our investments may subject us to Unit8thtes federal income tax and could have negataseconsequences.

A portion of our distributions likely will constita “excess inclusion income.” Excess inclusion meds generated by residual
interests in real estate mortgage investment ctm@REMICs”) and taxable mortgage pool arrangermentned by REITs. We own through a
disregarded entity a small number of REMIC residntrests.
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In addition, one of our REIT subsidiaries has erdento financing arrangements that are treatdexable mortgage pools. We will be taxable
at the highest corporate income tax rate on angsxinclusion income from a REMIC residual intetbat is allocable to the percentage of ou
shares held in record name by disqualified orgaiozs. Although the law is not clear, we may alscshbject to that tax if the excess inclusior
income arises from a taxable mortgage pool arraegemwned by a REIT in which we invest. Disquatif@rganizations are generally certain
cooperatives, governmental entities and tax-exemrganizations that are exempt from unrelated bgsitex (including certain state pension
plans and charitable remainder trusts). They ammitted to own KFN preferred shares. Because &hismould be imposed on us, all of the
holders of our shares, including KKR, would beg@ogtion of the tax cost associated with our owni@rsii REMIC residual interests and with
the classification of any of our REIT subsidiar@@sa portion of the assets of any of our REIT stibsies as a taxable mortgage pool. A
regulated investment company or other pass-threagjty owning our shares may also be subject t@take highest corporate rate on any
excess inclusion income allocated to their rec@mth@ owners that are disqualified organizations. Meas who hold our shares on behalf of
disqualified organizations also potentially maysiject to this tax.

Excess inclusion income cannot be offset by los§&KR unitholders. If a KKR unitholder is a tax-@xpt entity and not a
disqualified organization, then this income wouédfblly taxable as UBTI under Section 512 of thal€df the KKR unitholder is a foreign
person, it would be subject to United States fddecame tax withholding on this income without vetion or exemption pursuant to any
otherwise applicable income tax treaty.

The failure of any REIT subsidiary to qualify as BREIT would generally cause it to be subject to Urdt States federal income tax on its
taxable income, which could result in a reduction cash flow available for distribution to KKR anditimately KKR unitholders.

We intend that each of our current and any futUg€TRsubsidiaries will operate and continue to ofgeia a manner so as to qualify to
be taxed as a REIT for United States federal inctameurposes. No ruling from the IRS, however, besn or will be sought with regard to
the treatment of any REIT subsidiary as a REITUnited States federal income tax purposes, andlifigy to qualify as a REIT depends on
the satisfaction of certain asset, income, orgdioizal, distribution, shareholder ownership andeottequirements on a continuing basis.
Accordingly, no assurance can be given that anyTREbsidiary will satisfy such requirements for grarticular taxable year. If any REIT
subsidiary were to fail to qualify as a REIT in aayable year, it would be subject to United Stédeeral income tax, including any applicable
alternative minimum tax, on its net taxable incaaheegular corporate rates, and distributions wawldbe deductible by it in computing its
taxable income. Any such corporate tax liabilitylicbbe substantial and could reduce the amourast available for distribution to us, which
in turn would reduce the amount of cash availabtadfstribution to KKR and ultimately KKR unitholde Unless entitled to relief under cert
Code provisions, such REIT subsidiary also wouldlisgualified from taxation as a REIT for the fdakable years following the year during
which it ceased to qualify as a REIT.

Our structure involves complex provisions of Unit&lates federal income tax law for which no clearepedent or authority may be
available, and which is subject to potential changmssibly on a retroactive basis. Any such chamgeld result in adverse consequences to
the holders of our shares and any other securitige may issue.

The United States federal income tax treatmenbffdrs of our shares depends in some instancestemuinations of fact and
interpretations of complex provisions of Unitedt8safederal income tax law for which no clear pdee# or authority may be available. The
United States federal income tax rules are corigtanter review by the IRS, resulting in revisetempretations of established concepts. The
IRS pays close attention to the proper applicatioiax laws to partnerships and investments iniforentities. The present United States
federal income tax treatment of an investment insliares may be modified by administrative, legigtaor judicial interpretation at any time,
and any such action may affect investments and aomanmts previously made. We and holders of oureshaould be adversely affected by
such change in, or any new tax law, regulatiomtarpretation. Our operating agreement permitsboard of directors to modify (subject to
certain exceptions) the operating agreement fram to time, without the consent of the holderswfshares. These modifications may
address, among other things, certain changes ired)Sitates federal income tax regulations, legisiair interpretation. In some circumstan
such revisions could have an adverse impact on sorak of the holders of
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our shares and of any other securities we may .id8aeeover, we intend to apply certain assumptamd conventions in an attempt to comply
with applicable rules and to report income, gaeguttion, loss and credit to holders of our sharesmanner that reflects their distributive
share of our items, but these assumptions and atiome may not be in compliance with all aspectaplicable tax requirements. It is
possible that the IRS will assert successfully thatconventions and assumptions we use do nefystiie technical requirements of the Code
and/or United States Treasury Regulations and aegjdire that items of income, gain, deductions loscredit be adjusted or reallocated in a
manner that adversely affects holders of our shemdsf any other securities we may issue.

We may be subject to adverse legislative or reqaiatax changes that could reduce the value of KISRivestment in us.

At any time, the federal income tax laws or regata governing publicly traded partnerships orabeinistrative interpretations of
those laws or regulations may be amended. We camadict when or if any new federal income tax laggulation or administrative
interpretation, or any amendment to any existirtgfal income tax law, regulation or administraiivierpretation, will be adopted or
promulgated or will become effective and any swsh, Iregulation or interpretation may take effettaactively. We and KKR, as the holder of
our common shares, could be adversely affectedhpyhange in, or any new, federal income tax l@gutation or administrative
interpretation. Additionally, revisions in fedetak laws and interpretations thereof could caus® akange our investments and commitment:
and affect the tax considerations of an investrirens.
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