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Filed by KKR & Co. L.P.

Commission File No. 001-34820

Pursuant to Rule 425

under the Securities Act of 1933

Subject Company: KKR Financial HoldingsLLC

Additional Information for KFN Common Shareholders

In connection with the proposed transaction, KKIC& L.P. (“*KKR”) currently intends to file a Regiation Statement on Form S-4
that will include a proxy statement/prospectus &fRKFinancial Holdings LLC (“KFN”"). KKR also plangffile other relevant materials with
the SEC. Shareholders of KFN are urged to reagrtiey statement/prospectus contained in the Regisir Statement and other relevant
materials because these materials will contain mapb information about the proposed transactidrese materials will be made available to
the shareholders of KFN at no expense to them Reggstration Statement and other relevant mateiiatiding any documents incorpora
by reference therein, may be obtained free of eghatghe SEC’s website at www.sec.gov or for freenfKKR at http://ir.kkr.com/ or by
emailing Investor-Relations@kkr.com. Such documangsnot currently available. You may also read @y any reports, statements and
other information filed by KKR with the SEC at tB&C public reference room at 100 F Street N.E. niR@680, Washington, D.C. 20549.
Please call the SEC at (800) 732-0330 or visitSRE’s website for further information or its publeference room.

This document shall not constitute an offer to selihe solicitation of an offer to buy any sedest nor shall there be any sale of
securities in any jurisdiction in which such offeglicitation or sale would be unlawful prior teethegistration or qualification under the
securities laws of any such jurisdiction. No offfigriof securities shall be made, except by meaaspobspectus meeting the requirements of
Section 10 of the Securities Act of 1933, as aménde

KKR, KFN and their respective directors, executiicers and employees may be deemed, under SES, nal be participants in tl
solicitation of proxies from KFN’s common sharehaislin respect of the proposed transaction. Indtion regarding KFN's directors and
executive officers is available in KFN's proxy statent for its 2013 annual meeting of shareholdies, with the SEC on March 18, 2013.
Information regarding KKR’s directors and executoféicers is available in KKR’s Annual Report onrRo10-K for the fiscal year ended
December 31, 2012, filed with the SEC on Febru&iy2®13. Additional information regarding the irgsts of such potential participants in
the proposed transaction will be included in thexgrstatement/prospectus to be filed with the SE€oinnection with the proposed
transaction. These documents may be obtainedfrelgarge from the SEC’s website at www.sec.goviRN'’s website at
ir.kkr.com/kfn_ir/kfn_sec.cfm.
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PRESENTATION

Oparator
Good day, ladies and gentlemen, and thank you for standing by, and welcome to the KER conference call,

A1 this D, ol participant < ae i a lsten-only mode. Later we'll comdict a guiestion - and answer sesson, and instroctions will begiven st that line,
{Chperator Instructicns). As areminder, today's conference may be recorded.

I"s wvoy vy plbciiines o Riien U foor over Lo Craig Larson. SE, you may begin,

Craig Larson - KKR & Co, LP, - 1R
Thank you, Huey. We're excited to announce this afternoon that KER has reached an agreement to acquire KKR Financial Holdings, or EFM. On the
call today, youll hear remarks from Scott Muttall, Global Head of Capital and Asset Management; and Bill Janetschek, our CRO,

Please note that we've posted a presentation on our website that we will be referring to over the course of this call. It can be found in the EKR &
Co. LP. part of the Irvestor Center in the Events and Presentations tab.

We're not going to talk abouwt all of the financial aspects of the deal, so please see the presentation and appendices for more information on the
accretive and dilutive aspects of the proposed transaction,

And before we begin, wewould liketo remind everyone that this call will contain forward-looking stateme nts which do not guarantes futureevents
ar performance. Please refer fo our SEC filings for cautionary factors elated to these statement s,

And we'll also refer to on-GAAP measures on the call, which are reconciled to GAAP figures in the presentation,
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find finally, KKR will be making SEC filings of vanous decuments used for the transaction. KFN holders should read these documents, including a
provgy statement and prospectus that will be filed with the SEC, because they will contain impotant information about the transaction.

A with that, 110 turm it ovier to Scatt,

Scott Nuttall - KKR & Co, LP. - Glaba! Head of Capital and Asset Managerment
Thanks, Craig. Good afternoon, everybody, and thanks for joining our call on short rotice.

This afterncon we anncunced that KKR has agreed to acquire KER Financial inan all-stock transaction, We wanted to spend some time explaining
why we're so excited about this development and take your questions,

Irv short, the acquisition of KFN brings us more permanent capital, more recurming balance sheot income, and mone net cash flow to invest behind
our ideas and continue to build cur firmy. The transaction is expected to be immediately accretive to our total distributable eamings per unit,
clistrilasticsrs per wnit, and our book value per unit, and s consistent with our strategic goal of investing mere capital behind our ideas, generating
alttactive samings with our balance sheet, incrasing our cash flow, and sharing mose of that cash flow with our unithalders, of which all of us at
EER arethe largest.

Please first tum to page twa of the presentation Craig referenced.

Char busineess moded is falrly straighiforwarnd, but we think about ourselves differently than others do, We have strong enginaticn, vestaent, and
operational capabilities that enable us todeliver excess returms in both public and private markets, And when we find somsthing we like, ourgoal
is to capture as much value for our fund investors and shareholders as possible.

We monetize our ideas through thres main avenees, One, investing third-party capital pools like funds and separate accounts; Do, insesting our
owm balance sheet; and three, syndicating escess supply through our capital markets business, thiough which we generate transaction fees and
carry ona deal-by-deal basis.

With this model, we can pursue many different opportunities we like in size and monetize our ideas to a much greater extent, and we're highly
aligned. We'n= focused on delivering supenior refumms, and when we do, we make more money for our fund-limited partners and all of us as
shareholders.

Thy weay wes think about cursedvesis that through this model we have four main types of revenue - fees, camied interest, balance sheet yield, and
balance shoot gain - and wie incur teio Dypes of ex ponse - compensation expense and other operating expensas to run the fimm,

W are more than simply an asset manager, We think of ourselves as an investrnent firm that enhances our core business when we invest our own
capital alongsice our partreers’ capital, and bring opponunities to others through our capital markets business. And wetve built 3 budaness model
that enabdes us to generate significantly greater cash flow from the opportunities we see,

Saied rowre sim ply, wie ane focused on generating excellent returms, and by tueof ourmaodel, indreasing our total cash flow, generating an attractive
ROE, and sharing the results with our unitholders quarterly with a high payout ratic. it's not about maximizing fees. It*s about maximizing cash
fheer, and that's whiy our model's a bit different, and why cur cash flow metrics are so strong.

We'reoptimistic about KFM because it accomplishes all of these objectives in one accretive ransaction.

W b an Inwestor Cray back in bay whene we tied to highlight thres madn theoes, These are Laid out an page three of your deck,

First, we're focused on cash outcomes, total distributable eamings, and our distribution per unit, We view cash flow as the goal,
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Second, we worked to atic ulate how strategic our balance sheet is Lo our busmess. We shared axamples of how our balance sheet has accalerated
ourgrowwth and that our model cangensrate anattractive returm onequity by marmyingthisd-party AUM withouwr balance shest and capital markets
capalilities,

And third, we shared a lot about our culture, that we work across businesses to find nvcre way s to invest, and that we all work together to generate
AU FEUmm S and eononmics frenm Uhe invesiment Content Wi Create,

We view the KFM transaction to be directly in line with the strateqgic vision we articulated in May.

O page four, we've laid oul a brel summany of EFN, KFN is a specialty linance company that 15 estermally manadged by EERL It is a New Yook Stock
Exchange listed company that we created in 2004, and today is a business, with a range of asset classes you can s=e on the page -- CLOs, laans,
bonds, mezzanine, special situations, private equity, nabural resources, commercial real estate, and others,

A critical item to understand is that KFN itself does not have any employees. KER is the manager of KFN's balance sheet, and, as such, we've
urclenwritten eveny asset and manacpe the potfolio today, S0, we ane exceadingly familian with the balance sheet, aswe built it and have manacged
it since J00.

Teschay, KFM has 531 Bllion in total assets, and 52,1 billion in net shareholders®equity, It has an attractive capital structure, with 51 billion of perpetual
predormed and long-dated debl secunties, with po matunties until 2036,

Iyt tumm to padge five, yourll see the transaction cverdiew, and with that, 1 twm it over to Bill to- walk you theough the details,

Bill Janatschak - K7 & Co. L7, - CFO

Thanks, Scott, Under the temms of the menger, subject to closing, KKR would ssue approximately 104 million commnron units to BFN dhareholders
at an exchange ratio of 0.5 1. This all-stock transaction epresents.a 27% premium, based on the 30-day volume-weighted average prices of both
KFM and KER, and values KFM at approximately 1.15 times book value,

The transaction has been approved unanimously by KFN's and EER's boards, and is subject to avote by KFM shareholders, We expect the transaction
woulhd close inthe first half of 2014,

We have told you in the past that we will continue to be fecused on increasing the scale, diversification, liquidity, and yield of our balance sheet,
el if o tuarm to page six, you will see that KFNS business will Felp us toward each of these goals,

Pro formna for the transaction, cur balance sheet would grow from $7.2 billion to 9.3 billion, and book value per unit will increase 17% 10 51134
per unit asa result of the transaction.

And compared to our klay Investor Day, our balance sheet would diversify as the percentage of non-private-equity investments would jump from
3P to 56%. The liquid holdings of our balance sheet would increase from 19% to 33%, and, most dramatically, the portion of our balance sheet
that generates a current yield would increase from 15% to 53%. KFN's yield increases the eourming porion of balance sheet income, and, intum,
increases the visibility we have to our quanterly distribution.

I yeews leoaod bock to Uhe KER-EPE combrinaticn i 2009, we have committed over $2.5 billionof balance sheet capital to divegrowth throughout the
firnn. Having the additional KFM capital on our balance sheat should allow us to continue to support our growth initiatives, both organically and
inorganically.

KFMs business has a fully invested portfolio, already generating strong retums, and, becausa it's Bairly liquid, we expect we'll have the potential to
redeploy that capital into higher-retumming opport unities.
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I'd like tor spend a minute an our distibution policy. To begin, KEKR's traditional distnbution compenents will not change. We wall continue to pay
out all of cur fee-related earmings, and realize cash carry, together with 400 of our net realired balance sheet income every quarter.

With respect to KM, after Lhe merger, we intend to pay outl 100% of BFN' realized eamings 1o KKR unitholders as part of our distnibution, which
would meaningfully increass the recuring portion of our quantery distribution.

S, aur fpew distribuion policy at closing, which wetve red 1o lay out visuslly on page seven, will be lo pay oul 1000 of realized earmangs from
the EFM portfolio, in addition to 100% of our fee-related eamings, where the combination of the two would make up the more recuming, less
ol b, partion of ourdistribution, We will dso continue to pay out 100%of net cashcary, and 90% of net realized income from the KKR balance
shwat,

Tos ggivies ot a spvses of hioswy impactful this s, inthe last 12 mont hs, the net recumning yield generated on KKR's Balance sheet, net of intemest expense,
wias roughly breakeven, So, the addition of KFM's poitfolio woukd be a sgnificant change to this profike, while incmeasng our overall pagout ratio,

I yeus flip 1o pape eight, you can see that the impact of our 2014 estimated distribution, using current street estimates, The transaction is about
7% accrelive o aur tatal distnbation per unil, while being 28% accretive to our recurmng distbution, And this assumes o redeployiment of the
KFM balance sheat into higher ROE strategies.

Paxpe niree simmarizes the impact of the transaction on some of sur financisl metncs, In short, i1 2% aconetive to tolal distnbutabbe eamings poe
unit, 25% accretive to the recurming distribution per unit, 7% accretive to the distribution per unit, slighitly dilutive to EMI, and about 13% accretive
o ook value,

And if you lock to the right-hand side of the page, you can see the impact of increasing the assumed BOE on the assets by 2% and 4%. The pro
formia Carse is assuming about a 10% returm, So, ifwe can ind ease retums o 12%.0r 14%, the numbers become even more compelling,

And we plan to operate this as one balance sheet. 0. if we invest the additional capital behind owr asset management or our capital markets
businesses, and that generates additional ROE, the impact to accretioncan be much more substantial,

And with that, 1 turm it back over to Scott to review the Last slide before O&#A.

Scott Nuttall - KR & Co. [P - Gfobal Head of Capitaf and Asset Management

Thanks, Bill. Page 10 of your deck tries to surmmanize on one page why we're so enthusiastic about this fransaction, Weve been looking for ways
torgenerate more cash flow and furthoer indrease our distribution perunit. Upaon closing, this transaction Brings usa szable casheyielding portfolio,
is accretive to our distribution, significantly accretive to our recurming distribution, and increases our payout ratio.

Whe'ves also been looking for smart ways to expand our balance shesd to monetize even more of our ideas. This transaction adds 33 billion of gross
balance sheat assets we know and like, long-dated, low-cost liabilities, and liquid assets that can be redeployed into higher returming strategies.

It"s accretive to our book value per unit, and woukd meaningfully increase the ligquid and yielding components of our Balance shest,

In shoat, this transaction delivers more cash flow today to all of us, as shareholders, reduces our cost of capital, and gives us further scale o invest
Ishuired thwe boreg-term growthof our business,

Operator, please open the line for any questions.
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QUESTIONS AND ANSWERS

Operator

Sure thing, sir, (Chperator Instractionsh, And it keoks ke our st questionser in queue will come from the line of Mike Carmes with Bank of Amenca
Please go ahead. Your line is now opsen.

Mike Carrier - Bofd Mermilf Lynch - Analyst

Thanks, guys. Hey, maybe the first question, |think you went over a lot of the metrics. and what the accretion is on the different - the diffesent
things that welook at. %o, | think it makes strategic sense, It hits onyour strategy. | guess, just when wethinkabout the balance shesst size, if | think
about your distribution method, it seenslike a few quarters ago, the payout of the balance sheet was going up, but now you see thisopportunity
fovincrease the balance sheet,

5o, | guess, when you guys look at, like, the outlook, the opportunities that are in frent of you, like how much of it s, you need a bigger balance
shet, oF you have the size that you meed now, versss this was just a unique opportunity?

Because it seems like before, we always had the conversation ab some point can you distribute more of your balance sheet to the unitholders,
where this feels like its going in the reverse direction,

Scott Nuttall - KKR & Co. L.P. - Global Head of Capital and Asset Managemenit

Hey. Mike. it's Scott. I'd say it's a little bit of both, This is a bit of a unique oppotunity, but frankly, as we've talked about in the past, we also like
having more capital to invest behind ourideas, and, in fact, it's one of the strategic objectives we talked about back in May at our Investor Day.

And 5o, if you -- ket just take it in pieces. 5o, let's talk distribution first. %o, as you kreow, the distribution on the KER balance shest, is to pay out
4cr% of our reali zed investrnent income and profits, and that will remain the case post this transaction closing. And what we're really saying is, we're
g te keeproperating the KFM Balance sheet o o subsidiary of KRR, and the payeut on that balance shoet will actually be 10096 of the income
that we generate, net,

S, wour'ne mighit, iF you leok at the com bired BER and KFN balance sheets pro foerma We have ingreased the payout mtio of our collective balance
shieet assets, and that's why we made the comment that the overall payout ratio of KER is going to go up, as well.

Bust the way wie look at the business now, let™s Focus on the ROE side as opposed to Uhecash flow side, our modal, as | said, is a bit different, As vou
know, weve been generating a return on equity the last few years that's averaged 25%, give or Lake, and wetve been abile to do that without any
leverage, net.

find the reason for that is that we've been able to invest our balance sheet assets inalot of what wedo, Snd if you look at the returms on the balance
sheet, they've been quite attractive. And then we've augmented that return with the retum that weget from our management fees, carmied interest,
and theen the transaction fees that we ged from our capital markets business,

And 50, the way that we look at this opportunity is to increase the size of our balance sheet to invest even more behind that model, so we can
inwest mane behind our investment management basness, over time, but it also gives us capital to insest in a lot of diffeent opportunities, for
example, some of the acoquisitions that we've announced,

So, the way we book at it itisa litthe bit of both, We like having morecapital to invest behind our ideas, We think wecan continue to sustain avery
high FCE meodkel by having it, and Ul KFM situstion isa bt of a unicpue opgortunity inthat we wese already managing this portfolio, and, therefore,
very comfortable with its rmakeup.
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Mike Carrier - Bofd Mermilf Lynch - Analyst
Cheay. That's belpdul. And then, just on dide nine, lke when we look at the pro forma, | think you guys mentioned that was around 1056, and the
increass was toan increase of 4% - F'm talking about the ROE.

S, when we think about where - what can get us to that 14, when you look at the current mix of KFM assets, as those mature, like, ane you guys
thinking it's more investing in similar grategies, or woukd it be, over tinke, finding different stategios that cangenerate a better returm?

Bill Janatschek - K8 & Co. L7 - CFG

Hey, Bichael, it's Bill, I's a litthe bit of both, | mean, what we're assurning is that as some of these assets mature and we re-deploy that capital, it
contld very wiell be that we'll reinvest in CLCk, if that-- if the vield and the POE iz high enough.

But, in addition, as we redeploy that capital, we could put that into either the private markets business, or the capital markets business, if we see
opportuntics where we could get a nice returm on invesdment, that™s all we'ne looking at S0, i%s nol a2 i we're going o be leoking at the KFN
balance sheet as one and the KER balance sheset as the other. We're going to be looking at it more holistically, and this is all about just retum on

exuity.

For example, if we are able to speak for moe capital and do. maybe, more syndication, the economics to that are quite accretive. And so, it'd be
opportunities like that.

Mike Carrier - Sofd Mermilf Lyrech - Anadpst

Chay, it makes sense. And then, final one. just on slide eight, 1think its on the realized cash carry, just the decreasson that, isthat just --1'm thinking
the KFN performance fiee that"s being taken out of that ¥

Eill Janatschaek - KR & Co. L - CFO

e, it all b to do withe share count, right? And so, it's the same cash carry, but instead of us having cash carry on 7 20, we're going to have cany
on &34,

Mike Carriar - BofA Merilf Lynoh - Analyst
Oleay, got it. All ight. Thanks alot.

Scott Nuttall - KKR & Co. LLP. - Global Head of Capital and Asset Management
Thanks, Michaed.

Bill Janatschaek - KR & Co. L2 - CFO

Yo bt
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Oparator

Thank you, r, and it leoks ke our nest question in cqueue will come from the e of Lee Cooperman with Omega Sdvisors, Please go ahead., Your

line is now apen.

Lee Cooperman - (mega Advisors - Analyst

Thankyou. Mot alol of questions, just | wanted to say congratulations, Ive been invobvecd hese fora bong time, [think the deal makes eminent sense,
It makes so miuch sense, | recommended this bwo years ago, but better late than never.

wy ovwn reaction, not speaking foranybosdy but rysed§, | think the prce s fir, and Dwish you guys the best of luck, and we wese already an existing
shareholder in BKR and we look fonvand to cwning even mare KER but congratulations and thank you very much. Geod tine of year for this to
happen.

Scott Nuttall - KRR & Co, LR, - Globa! Head of Capita and Asset Management
Yes, well, happy holidays. Les. Thanks very much for your suppart over time and your kind words. We appreciate it

Lea Cooperman - Cmega Advisors - Analyst
iy pheasure,

Oparator
Thank you, sir. Qur next questioner in queus will come fromm the line of Patrick Davitt with Autonomous. Please go ahead. Your line is now open.
Pz oo abwead.

Patrick Davitt - Aufonomous Research - Analyst

Hey. guys. | just have a quick question on slide 17. | would imagine that this deal would, | guess. end the management fee, but it sounds like it's
just the geography of that is moving. 15 that the case?

Bill Janatschab - K8 & Co. (P - CAD

Hey, Patrick. This is Bill. In fact, you will not see, actually, the fee being paid from KFM te BER any more, but the corollary to that is now the income
in KFM will go up by that $45 million because there’s not going to be a drag on that management fee anymore. Adding to the two together, it's
newtral.

Patrick Davitt - Autonomous Research - Analyst
O, | se what you nvean, Olay.

Bill Janatschak - KA & Co {0 - CRO

Just a manter of gecgrapiy.
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Patrick Davitt - Autonomous Research - Analyst
Right. bt it will reduce fee-paying ALK by 52 billlen-odd. Is that comect?

Scott Nuttall - KKR & Co. L2, - Global Head of Capitad and Asset Management

Hey, Patrick. it's Scott. | think technically it will decrease fee-paying AUM, and, as you say, it’s just kind of moving from one pocket to another, s it
wonld shift from fees to investrment inconme. But | think one of the things that we'd like to encourage you to do is to focus on the total cash flow
o thwe firmn, Thiat™s really bow wee think about ourselves. That's how we manage oursehies,

foutve got to ook at total distributable eamings, and the way we look at it, if you add up the four components, just to give you our perspective
ooy Uhis, that | rmventiored, im teom sof how we generate evenue, D s nine months of thisyvearwas $2.2 billion in total revenues, and that's fees,
that's carry, and that's balance shest. And if you back off expenses. theme are about 3200 million of expenses.

Sa3, woul krow, thit means we'vwe generatad about 1.4 billian in profits in the first nine months on $2.2 Bllon of revenes, and that's about 364%
margin. fnd 5o, the way we think about owsslves is. the revenues are kind of fungible, and the expenses are fungible, because everybody here is
wiarking to generate the revenues.

find so, that's how we think about ourselves, and so, when we say we're focused on cash flow, that's what we're talking about.

Patrick Davitt - Aufonomous Besearch - Analyst
Tostally fair, Thank you.

Scott Nuttall - KKR & Co, LP - Globa! Head of Capital and Azset Managerment
Thank you.

Oparator
Thank you, sir. &nd it looks like our next phone question will cone frons the line of Bill Katz with Citi. Please go ahead. Your line is now open.

Bill Katz - Citi - Anafyst

Thanks for taking the questions. Just coming back o the timing, perhaps, of the cash flow arbitrages off of the KFN business, any sense of timing
avier the nest ane to thres years of how simply of the-- whats the durationof the assets, | guess, would Be the question?

And, a5 you think about your opportunity set in front of you, where do you see the greatest opportunity to reinvest those proceeds?

Scott Nuttall - KKR & Co. L.P. - Globai Head of Capital and Asset Managemeni
Hey. Bill, it's Scott. Well, kook, | think the EFN balance sheet, on the whale is going to be shoner duration than the KER balance sheet, And, as we
said, significantly diversified and highly com plermentary.

Sa3, the way | would think about it it is going to be a bit shoner duration. Some of the assets will run off over the next few years, and the way we
keok at it, as Bill said, we kind of view the balance sheet as quite fungible.
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Sa, wie'll be able to redeploy that capital back into the opportunilies thal we see at that tame, That could be helping o continue to suppo the
growth of the investrent management businesses. It could be supporting owr capital markets business. which has a very high ROE, which we've
tailkec] absout in the past, It could be inorganic opporunities ke sorme of the acquisitions that wetve been anmouncing over the course of the last
1210 18 months.

S, there's bots of different way s that wecan deploy the capital into those higher ROE strateqgies, but, also, | think youll continue to see usdo things
like CLOY exquity, which is already on the KFN Balance sheet, Bke natural resources, like special atuations, because we really like the nskirewand
across al of those asset classes.

Saa, | thirk i1 reallly be a mix of a number of different things, and diven by theapportunily st thal we see al the Lime,

Bill Katz - Citf - Anafyst

And just sort of a comrelated question to that, to the extent you're doing this, is it that you're seeing a -- and this may be too obtuse of a question.
lapologize in advance, Bub are you sesing sorme pickup of LP, appetite for some of theother aneas where you may not havethe regquisite imsestment
track recond yet to monstize that to generate the fes-paying ALRT Or is that too bigof a reach at this point?

Scott Nuttall - KKR & Co, LR - Globa! Head of Capitaf and Asset Management

Ithink that's a bit of a reach, Bill. Actually, you know, if you look at where we are, and across a number of our strateqgies, as you know, we probably
e sommething like etgivt or mine diffensnt first-tme funds that we've nnched over the course of The Lt few voars,

And, frankly, in a number of those strategies. were now coming up on fund two, And so. happily, we've had very strong investment pesformance,
ancd wie actually think wene stating to e the scale Benefits across a nember of thowe different platforms,

The decision about the KFN transaction is really a separate one. For KFN, we really see an opportunity to add complementary assets with a high
cash flow yiekd, and increase our dividensd and increase our balance sheet, and give us mrore opportunities to win and moneize our content oder
tirme. It's quite a distinct topic in ow minds. And critically, we still have a kot of upside in things like camied interest, and the legacy KKR balance
sheet assets,

S, a5 a reminder, over $0% of our private equity funds are now incash camy-paying mode, and that remains the case after this transaction,

Bill Katz - Citi - Anaiyst

Cheay, Al Just ame [ast o, Any wany B sense of how you streck the pure hase prce on KFM, given the prenium to the closing price, and the way
you've laid out the metrics there?

Scott Nuttall - KKF & Co. (P - Global Head of Capital and Asset Management

I think the only colos we can give you o that is that thene wene independent direc tors of both companies guate imeolved in the transsction, and
each had financial advisors and kegal advisors, and so. it really came out of that process,

Bill Katz - Citf - Anafst
Oy, Al righa, Thank vou for taking my questions,
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Seott Nuttall - KR & Co. L. - Globa! Head of Capital and Azset Management

Thank you,

Oparator
Thank you, sir. And our next question will come from Chris Kotowski with Oppenheimer. Please go ahead. Your line is open.

Chriz Kotowski - Oppenheimer & Co, - Anafyst

I guess | was also going to ask abowt the rationale for buying assets. Presumably, in buying KFM, one is just buying assets, and as opposed to a
business. A | guess | think if KKR parent company had needed capital, you could, presumably, have issued stock at 2.5 times book and bought
ashels,

5o, what is it that you see in KFN that males it worthwhile to pay a premium on assets?

Scott Nuttall - KRR & Co. [P, - Globa! Head of Capital and Asset Management

Sure, Chiis, it's Scott., 1d say it'safew different things.One, these arent just any assets. They're assets that we know. W ke them. Weve undenviitten
all of them. We don't think the portfalio is replicable today, given that a number of these assats has been invested in, over time. There are both
private and public assets in them, and things like CLO equity are hard to replicate,

Tweo, the assats thernselves, as | sald, are quite complementary to our balance shest. Iif you think about the KKR balance sheet it's mome private
markets, more gain oniented, the KFM balance sheet, more yield, more necurming cash flow,

Inaddition, there's an attractive [Eability structure. | mentioned the 41 billion of long-dated liabilities. We think that's ancther reason to be attracted
tio this particular portfolio, as distinct from just going and issuing equity and then - and kind of buying what's out there,

find then lastly, it's consistent with the strategic goals we talked about -- more cash tlow, more balance sheet, more dividend, more recurring
dividend, and were able to do it kind of in one fell swoop with agroupof assets we really know and like, which reduce the risk material ly relative
o issuing exquity and seeing what we can pick up in the market at a specific time.

S0, a lot of beredits from our standpaoint, the fact that it"s fully invested and cash flow yielding, and is a performing portfolio we see as all reasons
tor ki,

Chris Kotowski - Oppenheimer & Co, - Anayst

A then, s a Follow-up to that, Fow dos you view, in tesms of the value of your shares in the market, how do you view the tradeoff between the
higher multiples that capital-light companies seem o get, versus the more capital-intensive business models? And how do you get comfont that
net/net/net it all adds upto a better returm for shareholders?

Scott Nuttall - KR & Co. P, - Globa! Head of Capital and Asset Management

Ithink it a great question, Chris, semething we talk about a kot b, You know, i0s Dwo things we really keek (o, You know, what is the-- number
one 15, what's the aggregate cash flow that we're generating for our shareholders, and what's the trajectory of that total distributabde eamings,
and the dividend per unit?
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And, as you know, from our past year, we've seen meaninglul increases acoss all of those metncs. But the other thing that we need to look to, to
your point, to incorporate the capital intensity aspect of theconversation is the rebum cn equity. And the reason that we talk about returm onequity
is because wie're highly focwsed on making sure that we generate o redumm on eguity ineecess of our cost of capital,

And if you look at the num bers - and we've laid them out in some -- in page two of the deck, there's some numbers at the bottom of the page,
o can s what KKR' ROE has been, If you annualize the first nine months of this year, our retum onequity has been about 26%,

And so, that's another metric that we look to. That retum on equity is meaningfully ahead of our cost of capital, and it's really that combination of
investment on an attractivie basis off cur balance sheet, plus fee, plus carmy, plus transaction fees in capital markets that results in that - our high
ROE.

And 50, what wie'ne leoking todo is strike a balance, right? We want to continue to generate a very attiactive BOE, which, by the way, is in aconpus
that's urevensd today, ned. fnd we want our dividend per unit to continues to momease al a very altractive pace, and we want o retuma ot of the
cash flow that we generate back to our shareholders, and pro foma for this transaction, our payout ratio will be the better part of S0,

And 5o, we really look at all of those metnes together as wie ook o oplimize the oucomes, and when | sy we wanl 1o moenelize our content at

EER to the greatest extent possibla. it's those metrics that we ook to.

Chiris Kotowski - Uppenheimer & Co. - Anafyst
Cheary, Fair enough, Thank you, That's it for me.

Scott Nuttall - KKR & Co. L.P. - Globai Head of Capital and Asset Managemeni
Thanks, Chris.

Oparator
Thank you, sir, fnd our next phone question will come from Matt Bslley with Morgan Stanley. Plese go ahead, Your Bne is open,

Matt Kallay - Movgan Stanley - Anafyst
Great. Thanks, guys. 5o, just a little bit more complicated way of asking some of these questions, bat | wanted to add a layeron to this.
S0, as wethinkabout some of the coinvestments you've made off your balance sheet, 100 so chunky positions, a kotof therm of 2006-2007 vintage,

and now you're managing the balance sheet together with these KEN investrments. How should be thinking about the nesd, call it thres to four
yieara? Coukd we bee sesding o meaningful shift of whene the balance shoet B invested 7

I krsow your're investing all tegether, but is your hurdle rate changing, or your IFR that you're underariting to as a function of this? Are you going
tir boscaks e it vt of thee incremental dollar into seeding rew strategies, of mew A would you T

Scott Nuttall - KRR & Co, LR, - Gl Read of Capital and Azset Managerment
Hey, Matt, its Scott, | would say - | wouldn't expect amaterial change inour approach as a esult of adding the KFN assets to the balance sheet,
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S, as you know, we've really been using the balance sheet acioss a numbser of different opportunity sets You know, seeding new funds, sesding
kind of legacy fundsin more mature businesses. We did this drop-down fund intermsof real estate, and cur energy income and growth, our capital
markets Business, M&A, off the run investiments that don really fit anywhene else,

5o, I'd say we'd continue to use the balance sheet across all those different potential uses, and, really, welook to what™s the return that we generate
o that balance sheet, Bemember, we at KKR ane the Luge st sharetvolders, and so, we very much wear that hat when we do all of this work,

And so, lwould not expect a material change inour approach on the margin, just because our balance sheet has gone from $7 billion net to 39
billicary e, 10 jusst B mome- wedl hane more firepower with wiich to invest behind those opportunities and kleas, and with which to generate
the POEs that | was talking about earlier.

Matt Kelley - Mevgan Stanley - Anafyst

Ckay. That makes sense, And then, just asa follew -upon that, though, on the maturity of these investments, Pm not sure what youcantell us about
kind of average maturity of KFN, but, given that a lot of the EKR co-investments might be from a 1 0year lifestyle - life cypcle investrment perspective,
might be coming up in the next three to four years, is there any sizable asset strategy that KKR does not have that we should be thinking about
being a large incremental opportunity from here, or still just kind of like steady build on your adding pieces?

Scott Nuttall - KER & Co. LF, - Gfobal Head of Capital and Asset Management

Sure, | Uhink, on the mangin, iFyou look at our Balance sheet, even pao fooma, for BFR, | think youl | continue to s it avobee to being mone glebal
inits makeup. So, continued increased exposure, |'d guess, to Europe, Asia, and the other parts of the emerging markets.

Youd alse s an incraasing com ponent, things Blkereal assetsand public markets, As you krow, we started thisadventunewith KBE being almost
exclusively private equity, and if yougo page 14 of the deck that we posted before thiscall, you can see what our balance sheet looks likeon a pro
forma combined basis.

We'll still have a significant component of the balance shest in private equity. 101 start to look more diversified. But you can see, well still have
energy at about 7%, and real estate at about 4%, Hedge funds even lower than that. And so, | think youll continue to see that pie chart on the
bt i kgt of pasge 14 diviersify further and get moneglobal,

Matt Kelley - Morgan Stanfey - Anafyst
Cheary, great, That®s very helpiul, That's it for me, Thanks, you guys.

Scott Nuttall - KKR & Co. 1P, - Global Head of Capital and Asset Management
Thanks alot, Matr,

Bill Janetschek - KKR & Co. LP - CFO
Tk camie, Nhatt.

Operator
Thank you, sir. &nd it looks like our next question will come from Chris Hamis with Wells Fargo Securities. Please go atwead. Your line is open.
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Chiris Harris - Walls Fargo Secunities, LLC - Analyst

Thanks. Hey, auys. acoupheof guestions on KFNS funding stnsciure. | think | recall during the crisis these wene soome CLO niggers that kicked infor
KFMthat caused kind of a liquidity situation there., Is that risk now shifting over to KKR? Or have those structures been altesed in some way ¥

Scott Nuttall - KKR & Co. LR - Globa! Head of Capital and Asset Management

Hesy, Charis, it"s Scott. The CLO triggers, you're right, the OC tests in the CLOS were not met during the financial crisis, because of what happenad
with theuncerlying parntfolis, The portfolio hasevolisd significantly sincethen, So, the CLOs are much meme mature, The cushions in tose strsciues
aresignificantly greater.

T cxther thimg that has changed even more matenially since then s that wie hee reo mark Qo market CLOR in the KFN strecture any mone, which
is a critical difference. And the other thing is that we have not only significantly more cushion, but we also have a very different capital structure
for KFN than we had at the time,

A | mentioned. no maturities until 2056, Before the financial crisis, we had much moe mark-to-market financing, and more duration risk We really
don't have that any more, So, significantly different profile on both the asset side and the liability side of the equation.

Chris Harris - Wells Fargo Secunities, LLC - Analyst

Chay, yes That sounds good. Aind then just one quick follow-up on EFN iabilities. 1s there any limitation in those labilities as to what you guysare
able to invest in¥ | mean, it sounds like the answer to that is ne, given all the things you sabd you might be looking ak, but just wondering if you
could, maybes, put a fine point on that ¥

Bill Janatschek - KK & Co. L2 - COFC

The shart answer is mo.

Chiris Harris - Wells Fargo Secunities, LLC - Analyst
Okay. Thanks, quys.

Scott Nuttall - KKR & Co. LLP. - Giobal Head of Capital and Asset Management
Thank you,

Oparator
Thank you. And ow next phone question will come from Bobet Lee with KBW. Please go ahead. Your line is open.

Robaert Lee - Keefe, Briyette & Wood Nowth - Anaiyst

Thanks. Thanks, guys. l'm just curieus. This goes back to kind of the BOE epportunty. I'm just curkows, to whal extent is pant of that opportunity the
fact that KFN. maybe. is -- won't be quite as constrained, 5o to speak, as it maybe was as a stand-alone, public entity, even thouagh you managed

THOMSOM BEUTERS STREETEVENTS | wiww, Stradtemvent

G o . A st B el Thosn o i, kgrausgurimbrnass spcntnstoos. i} THOMSON REUTERS

som Pesion. “Thomocn Bigoien’ sad the T hamaon Reion lops 2% nopewed tradewa g of Thoanann Routen and iz dflaind




it Wens there certain things that they felt that they couldn® do as.a public entity or couldn't invest in that row is being folded into KKR that they
vy can oo in berms of their asset mix?

Scott Nuttall - KR & Co. LF. - Globa! Head of Capital and Asset Management

Hexy, Robert. |1s Scott. 1'd say it's not 3o much ithe type of assets that KFN can't invest in, a3 the synergy that you see when you put together this
portiolio with the rest of KKR's businesses. So. KFN as a stand -akone portfolic of assats, obviously needad to be able to generate a lot of cashto
support its dividend.

Mo, combined with KKR, althowgh it's groat that we're getting this portfolio of vielding assets, we actually have an assel management businoss
that generates a lot of cash, Same thing, we have a capital markets business that generates a kot of cash, and we have a FER balance sheet that
generates a lot of gains in cash, and we pay all that cat.

5o, we do have more degrees of freedon on the margin as to what we can do with those assets on the KFN balance sheet, because we have kots
of different ways to genesate cash flow from across BKR on a combined basis,

And so, that's really how wee think about it, 50, when we say on the page in the deck the BOE is 10% today, net of oureconomics, by the way, if we
can increase it by 200 basis points or 400 basis points, ghsen bow we've been able to deploy the KER balance sheet, we're optimistic that there1l
be redeployment opportunitios that alkow us to increass the BOE of this assest pool, in pant becawse we have many more ways towin with thess
assets as part of KKR, the asset management, and capital markets businesses.

Robert Lee - Keafe, Bruyette & Wood North - Analpst

Cheay, Maybe onee Last, really, tming guestion, | know you sy in the press releaee the first half of the year, bt is it possible to put a linthe bt mane
finer point onthat? Are wersally kind of looking at -- |assume we're looking at a G2 event at this point, or anything -- any kind of more granularity ?

Bill Janatschak - KK7 & Co. L7 - CRO
Hezy, Fiorks, This s Billl Vs, if | had 1o pick a quarter whiers | think this is going o o loss, ivd be the sscond quartes.

Robert Lee - Keale, Bruyetie & Weod Nowth - Analyst
Cheay, great, That was it, guys. Thank you.

Scott Nuttall - KER & Co. [P - Gfobal Head of Capital and Asset Management
Thank you.

Operator

It appears we do have time forone final questioners. Cur final question for theevent will come from Wayne Cooperman with Cobalt Capital, Please
g0 awoad. Your line isopon. Sir, your line is open?

Wayne Cooperman - Cobalt Capital - Analyst
Hella?
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Operator

Yig, 3ir,

Wayne Cooperman - Coball Capital - Analyst

Oh, yes. How you doing? 15 this -- are you guys going to make abigger push at FKR nowy into more of the mezzanine lending and fied income area,
a5 opposed to equity investing and buying companies, ither in conjuncticn with each other or as a stand-alone strategy ?

Scott Nuttall - KKR & Co. P - Global Head of Capital and Asset Management

Hey. Wayne. It's Scott Nuttall. | would say -- | wouldn’t expect this transaction to change cur approach. 5o, just so you have it, pro forma for the
acquisition of fvoca, which we announced, we managed about 525 billon in onedit assets pro forma for that transaction. And so, KFN was one of
the poals of capital in which we managed credit, but we also have a large business o manage it for a variety of institutions and ndividoals,

So, well continue to balld that business, Part of that business s a mezzanine business.

Wayne Cooperman - Cobail Capital - Analyst
Chkay, | thought that was much more investment grade, kind of your grandmother's fixed income portfolio.

Scott Nuttall - KKR & Co, P - Gfobal Head of Capital and Asset Management
e, Whe actually -- all $28 billion is rondnvestment grade,

Wayne Cooperman - Cobal! Capital - Analyst
Oleary. My mistake,

Scott Nuttall - KER & Co. [P, - Gfobal Head of Capital and Asset Management

e probdem. 5o, badcally, no chamge in stratedgy. Just think of it a5 some of the geography of some of thowe aswts, being the KFN balance shoot,
will move from kind of third-party managed pools to our own capital, on balance sheet.

Wayne Cooparman - Coball Capital - Analyst
S, | mezan — 5o, is KFM just going to be merged into Avoca, then?

Scott Nuttall - KKR & Co, LP - Globa! Head of Capital and Azset Management

M. The weay Iwiould think about is, KFN is going to become a subsidiany of EKR, and we'll manage that capital just likewe managed the KER balance
byt Mesca Bs actiaally, i yod think abeat it, that tesim i jolning the KER credit aset manacement biisiness, which manages a vaniety of different
poalks of capital, ncluding. in part, the KFN balance sheet.
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Sa, the way o think about iz we'll continue to build the third-panty asse management credit business, and the Avoca team brings us a larger
Eurcpean credit platform to supplement what we're already doing.

Wayne Cooperman - Cobal! Capital - Analyst
S, 115 just a lot easier to bring it all together than have all these separate litthe pools running arcund competing with each other?

Scott Nuttall - KKR & Co. P, - Globai Head of Capitad and Asset Management

Well, | think there's kess complexity from having -- going from two public companies to one public company. That's part of it. not the driving
consideration, but it's certainly a benefit.

Wayne Cooperman - Coball Capital - Analyst
All right, great. Well, seems like a pretty good transaction, all around, and probably accretive to KER, as well,

Scott Nuttall - KER & Co. LF. - Global Head of Capital and Asset Management

it wiie Uhink s accretive to KKR, and, olsdouisly, you cai see the metic in terms of what it means to KFN shaneholders, and we appreciate all
YOUF SUppt aver time.

Wayne Cooperman - Cobalt Capital - Analyst
el yeria -~ Last cpuestion, just any impact on the KEKR dividend that you would announce now, o we'll just kind of go farward with that?

Scott Nuttall - KKR & Co, LP. - Glaba! Head of Capital and Asset Management

I think once the transaction closes, Wayne, on a pro foma basis, we'll be paying out 100% of KFN's realized cash income. 5o, that would actually
fler directly into the KER dividend, and, there's actually a presentation that we posted on ourwebsite, You can see the impact on the retnics, and
the punch line is, using Strest edimates, about 7% accrative to our dividend, and 28% accretive to the recumming potion. $o, wethink it's --

Wayne Cooperman - Cobalt Capital - Analyst
28% accretive to the -- got you, That sounds pretty good.

Scott Nuttall - KKR & Co. L2 - Global Head of Capital and Asset Management
ieaningfully accretive.

Wayne Cooperman - Cobalf Capital- Analyst

Al rigghit, thanks,
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Seott Nuttall - KRR & Co. P, - Global Head of Capital and Asset Managament
Thank you,

Oparator
Thank you. And that does, again, close our tinve for questions. I'd like to tum the progran back over to management for any additional or closing
remarks,

Craig Larson - KK & Co, LP - 1R
Thank you, Huey, We'd just like to thank everyones for joining ws on such short notice. We appeciate your interest.

Oparator

Thank you gentlemen, and thank you, ladies and gentlemen, Again, this does conclude today's call, Thank you for your participation and have a
waonderful day. Attendeas, you ray now all disconnect.
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