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

SUBJECT TO COMPLETION, DATED MARCH 12, 2010

[<KIKIR

KKR & Co. L.P.

204,902,226 Common Units

PRELIMINARY PROSPECTUS

Representing Limited Partner Interests

We are registering the distribution of BB2,226 common units representing limited partntarests in our business to holders of
common units of KKR & Co. (Guernsey) L.P. and, aamently with such distribution, listing our commanits on the New York Stock
Exchange under the symbol "KKR." We refer to KKRC&. (Guernsey) L.P. as "KKR Guernsey," to the iigtion of our common units to
holders of KKR Guernsey units as the "In-Kind Oiatition” and to the listing of our common unitsthie New York Stock Exchange as the
"U.S. Listing."

Pursuant to the In-Kind Distribution, edtkiR Guernsey unitholder will receive one of our aoon units for each unit of KKR Guernsey
held when the U.S. Listing becomes effective. i alggregate, the common units that will be disteduo holders of KKR Guernsey units
represent a 30% interest in our business. The renga? 0% interest in our business is held by ourgpals, who beneficially own 478,105,1
common units through KKR Holdings L.P. On a fulijuted basis, we have an aggregate of 683,007 ,420mon units outstanding.

KKR Guernsey is a Guernsey limited parthigrsvhose common units are currently listed on Baxb Amsterdam by NYSE Euronext, |
regulated market of Euronext Amsterdam N.V., whighrefer to as Euronext Amsterdam. The last reda#de price of KKR Guernsey units
on March 11, 2010 was $11.12 per unit. Becausadbets of KKR Guernsey consist solely of its lighipartner interests in our business, the
In-Kind Distribution will result in a dissolutionfiKKR Guernsey and a delisting of its units fromr&uext Amsterdam. To preserve a trading
market for interests in our business, the In-Kirstiibution is conditioned upon our common uniténigeapproved for listing on the New York
Stock Exchange subject to official notice of isstean

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

In reviewing this prospectus, you should carefullyconsider the matters described under the caption "Rk Factors" beginning on
page 16 of this prospectus. These risks include bate not limited to the following:

. We are managed by a general partner, which we tef&s our Managing Partner, and do not have ourdivectors or officers.
Our unitholders will have only limited voting righaind will have no right to elect or remove our lsliging Partner or its
directors or officers. Through KKR Holdings, ouirmipals generally have sufficient voting poweidgtermine the outcome of
any matters that may be submitted for a vote ofumitholders.

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

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



units.

Neither the Securities and Exchange Comiarigsor any other regulatory body has approvedsapproved these securities or passed
upon the accuracy or adequacy of this prospectog.répresentation to the contrary is a criminaénffe.

The date of this prospectus is , 2010.
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*) Assets under management are presented pro forniagf@ombination Transaction (as defined herein) #rerefore, exclude the r
asset value of KKR Guernsey and its commitmentaitanvestment funds.
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You should rely only on the information tained in this prospectus or any free writing peatps. We have not authorized anyone to
provide you with additional or different informatioThe information in this prospectus is accuratly as of the date of this prospectus,
regardless of the time of delivery of this prospsatr any distribution of our common units.

This prospectus has been prepared usingnéer of conventions, which you should considermiteading the information contained
herein. Unless the context suggests otherwisegf@yences to "KKR," "we," "us," "our" and "our paership" refer to KKR & Co. L.P. and its
subsidiaries; (ii) references to "our Managing Rer't are to KKR Management LLC, which acts as amagal partner; (iii) references to "Kk
Guernsey" are to KKR & Co. (Guernsey) L.P. (f/k/HK Private Equity Investors, L.P. or "KPE"); (ivgferences to the "Combined Business"
of KKR refer to the business of KKR that resulteahfi the combination of its asset management businéh the assets and liabilities of KKR
Guernsey on October 1, 2009; (v) references t6KKé&R Group Partnerships” are to KKR Management titad L.P. and KKR Fund
Holdings L.P., which became holding companies lier €ombined Business on October 1, 2009; anddférences to the "KPE Investment
Partnership" are to KKR PEI Investments, L.P.,vadotier partnership through which KPE made alt®fnvestments. Unless otherwise
indicated, references to equity interests in thenBioed Business,




or to percentage interests in the Combined Busjmefsct the aggregate equity of the KKR Grouptienships and are net of amounts that
have been allocated to our principals in respetii®fcarried interest from the Combined Businegzaasof our "carry pool" and certain
minority interests in our business that were ngu@ed by the KKR Group Partnerships in connectigth our reorganization into a holding
company structure and our acquisition of the asmaddiabilities of KKR Guernsey. See "Organiza#@ib8tructure” and "Management's
Discussion and Analysis of Financial Condition &webults of Operations—Impact of the TransactioRgferences to our "principals” are to
our senior executives and operating consultantstvahd interests in the Combined Business througtRK#oldings and references to our
"senior principals” are to principals who also hiltérests in our Managing Partner entitling thermvate for the election of its directors.

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

KKR Group Holdings L.P., which we referas "Group Holdings," is the parent of our consdéidaaccounting group for periods
subsequent to October 1, 2009 and is the entibugir which KKR Guernsey currently holds its intésgén the KKR Group Partnerships.
Group Holdings serves, directly and indirectlytlaes general partner of the KKR Group Partnerst@ps. Managing Partner serves as the
ultimate general partner of Group Holdings andK& Group Partnerships. KKR Guernsey, throughriteiiest in Group Holdings, holds 3(
of the outstanding KKR Group Partnership Units. Saemmary—The U.S. Listing—KKR Group Partnershipitsri

In this prospectus, the terms "assets underagement” or "AUM" represent the assets frontlwhie are entitled to receive fee income or
a carried interest and general partner capitalceleulate the amount of AUM as of any date as time &f: (i) the fair value of the investments
of our investment funds plus uncalled capital cotmmeits from these funds; (ii) the fair value oféstments in our co-investment vehicles;
(iii) the net asset value of certain of our fixedéme products; and (iv) the value of outstandingctured finance vehicles. You should note
that our calculation of AUM may differ from the calations of other asset managers and, as a resulipeasurements of AUM may not be
comparable to similar measures presented by offset ananagers. Our definition of AUM is not basedny definition of AUM that is set
forth in the agreements governing the investmemd$i vehicles or accounts that we manage.

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

Unless otherwise indicated, referencegigmpgrospectus to our fully diluted common unitsstending, or to our common units outstanc
on a fully diluted basis, reflect both actual commumits outstanding as well as common units intecliKKR Group Partnership Units not h
by us are exchangeable pursuant to the terms atieange agreement described in this prospeattgobnot reflect common units available
for issuance pursuant to our Equity Incentive Plan.




CAUTIONARY NOTE REGARDING FORWARD -LOOKING STATEMENTS

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

MARKET AND INDUSTRY DATA

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

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

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

Q:
A:

What is the U.S. Listing’

We have elected to list our common units on the Newk Stock Exchange. In connection with suchtigti(i) KKR Guernsey will
contribute its assets to us in return for our NYIBEed common units, (i) KKR Guernsey will make iarkind distribution of our
common units to its unitholders and will dissolveliii) each KKR Guernsey unit will cease to bedied on Euronext Amsterdam and
will be cancelled.

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

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

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

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

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

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

When will the In-Kind Distribution occur?

The In-Kind Distribution will occur concurrently ¥ the listing of our common units on the New Y&tock Exchange.

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

If you have sold KKR Guernsey units on or priothie U.S. Listing but your transaction has not besttied on or prior to the U.S.
Listing, your transaction will be settled in oumamon units. If, however, you sold KKR Guernsey simih or prior to the U.S. Listing
and your transaction has settled prior to the UiSing, the purchaser of the KKR Guernsey unith be entitled to receive our
common units distributable with respect to the K&Rernsey units you sold.

How will KKR Guernsey distribute our common unit:

The distribution of our common units and cancadiatf KKR Guernsey units will occur automaticallydugh the clearing systems
your bank or broker.

What are the U.S. Federal income tax consequeneese of the U.S. Listing and Distribution

See "Material U.S. Federal Tax Considerationshigs prospectus

1




Table of Contents

Q: Are there risks associated with owning our commonits?

We are subject to both general and specific risksumcertainties relating to our business. Ourr®ss is also subject to risks relatini

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

2
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SUMMARY

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

Overview
KKR

Led by Henry Kravis and George Robertsanea global alternative asset manager with $5#i@bin AUM as of December 31, 2009
and a 34-year history of leadership, innovation iandstment excellence. When our founders stantediion in 1976, they established the
principles that guide our business approach todajyding a patient and disciplined investment ss; the alignment of our interests with
those of our investors, portfolio companies aneépttakeholders; and a focus on attracting wordsctalent.

Our business offers a broad range of asaetgement services to our investors and proviaigisat markets services to our firm, our
portfolio companies and our clients. Throughout loistory, we have consistently been a leader irpthate equity industry, having completed
more than 170 private equity investments with altoansaction value in excess of $425 billiontdoent years, we have grown our firm by
expanding our geographical presence and buildisgnesses in new areas, such as fixed income aritdloaarkets. Our new efforts build on
our core principles, leverage synergies in ourtmss, and allow us to capitalize on a broader rafigpportunities that we source.
Additionally, we have increased our focus on sengour existing investors and have invested megully in developing relationships with
new investors.

With over 600 people, we conduct our bussrthrough 14 offices on four continents, providisgwith a pre-eminent global platform for
sourcing transactions, raising capital and carrgingcapital markets activities. We have grown AuM significantly, from $15.1 billion as of
December 31, 2004 to $52.2 billion as of Decemlig2809, representing a compounded annual groweofeé28.1%. Our growth has been
driven by value that we have created through oeratpponally focused investment approach, the exparaf our existing businesses, our entry
into new lines of business, innovation in the prduhat we offer investors, an increased focupromiding tailored solutions to our clients ¢
the integration of capital markets distributioniates.

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

Business Segments
Private Markets

Our Private Markets segment is comprisedusfglobal private equity business, which manageksponsors a group of investment funds
and vehicles that invest capital for long-term agjation, either through controlling ownership af@npany or strategic minority positions.
These funds and vehicles build on our sourcing iadge and the strong industry knowledge, operatimertise and

3
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regulatory and stakeholder management skills ofooofessionals, operating consultants and senigsais to identify attractive investment
opportunities and create and realize value forstors.

From our inception through December 31,20@ have raised 15 investment funds with appratéty $59.7 billion of capital
commitments and have sponsored a number of feeamny paying co-investment structures that alloviousommit additional capital to
transactions. As of December 31, 2009, the seghreh$38.8 billion of AUM and its actively investifignds included geographically
differentiated investment funds and vehicles witkrdb13.7 billion of uncalled commitments, proviglia significant source of capital that may
be deployed globally.

Public Markets

Our Public Markets segment is comprisethprily of our fixed income businesses which manzaygtal in liquid credit strategies, such
leveraged loans and high yield bonds, and lesgligeedit products, such as mezzanine debt andataoiutions investments. Our capital
solutions effort focuses on special situations &g, including rescue financing, distressed itimgs debtor-in-possession financing and exit
financing.

We execute these investment strategiesigiira specialty finance company and a number @siment funds, structured finance vehicles
and separately managed accounts. These funds)eshitd accounts leverage our global investmetfopta, experienced investment
professionals and ability to adapt our investménatagies to different market conditions to catbn investment opportunities that may a
at every level of the capital structure.

As of December 31, 2009, the segment h&#ddillion of AUM, including $0.9 billion of asseimanaged in a publicly traded specialty
finance company, $8.1 billion of assets manageddrirctured finance vehicles and $4.4 billion ofedssnanaged in other types of investment
vehicles and separately managed accounts. This AldMdes $0.8 billion of uncalled commitments testbegment.

Capital Markets and Principal Activities

Our Capital Markets and Principal Activitisegment combines the assets we acquired in timdiGation Transaction with our global
capital markets business. Our capital markets legsisupports our firm, our portfolio companies aadclients by providing tailored capital
markets advice and developing and implementing tratitional and non-traditional capital solutidios investments and companies seeking
financing. Our capital markets services includaiging debt and equity financing for transactigiacing and underwriting securities
offerings, structuring new investment products praviding capital markets services. To allow usdory out these activities, we are registered
or authorized to carry out certain broker-deal¢ivdies in various countries in North America, Bpe and Asia.

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

Strengths

Over our history, we have developed a lssirapproach that centers around three key prascifi) adhere to a patient and disciplined
investment process; (ii) align our interests witbge of our investors and other stakeholders; i@hdt{ract world-class talent for our firm and
portfolio companies. Based on these principleshawe developed a number of strengths that we leeliev
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differentiate us as an alternative asset managkeprovide additional competitive advantages thatlwaleveraged to grow our business and
create value. These include:

Firm Culture and People

When our founders started our firm in 19é8eraged buyouts were a novel form of corporatenfce. With no financial services firm to
use as a model and with little interest in copyamgexisting formula, our founders sought to buiféira based on principles and values that
would provide a proper institutional foundation f@ars to come. We believe that our success angtrydleadership has been largely
attributable to the culture of our firm and theues that we live by. We believe that our experidrared talented people, who represent our
culture and values, have been the key to our sa@m@$ growth. These values and our "one firm" caltill not change as a result of the U.S.
Listing.

Leading Brand Name

The "KKR" name is associated with: expetgeand success in private equity transactions wde} a focus on operational value creation
in portfolio companies; a strong investor baselod@ network of leading business relationshipseutation for integrity and fair dealing;
creativity and innovation; and superior investmaatformance. The strength of this brand helps tiactworld-class talent, raise capital and
obtain access to investment opportunities. It hes provided the firm with a foundation to expamd aliversify into new business lines. We
intend to leverage the strength of our brand asaminue to grow our businesses.

Global Presence and Integrated One Firm Approach

We are a global firm. Although our operaicspan multiple continents and business lined)ave a common culture and are focused on
sharing knowledge, resources and best practiceadhout our offices and across asset classes.affitles in 14 major cities on four
continents, we have created an integrated glolbfigoin for sourcing and making investments in npldtiasset classes and throughout the
capital structure. Our global and diversified opierss are supported by extensive local market kedgg, which allows us to deploy capital
across a number of geographical markets and rajsgatfrom a broad base of investors globally.

Our investment processes are overseenagtiment committees that operate globally and Hgdior management committee monitors
private equity investments. Where appropriate, shwment professionals across our various businessdstogether and with our capital
markets team to source and execute investment niiies. We believe that operating as an integrfiten enhances the growth and stability
of our business and helps optimize the decisionmalee across asset classes and geographies.

Sourcing Advantage

We believe that we have a competitive athg for sourcing new investment opportunities essalt of our internal deal generation
strategies, industry expertise and global netwAdkoss our businesses, our investment professi@amalsrganized into industry groups and
work closely with our operating consultants and@eadvisors to identify attractive businesses.seheeams conduct their own primary
research, develop views on industry themes andsreand identify companies in which we may wariht@st.

We also maintain relationships with leadéxgcutives from major companies, commercial amdstment banks and other investment and
advisory institutions. Through our industry focuslaylobal network, we often are able to obtain esitle or limited access to investments that
we identify. Our reputation as a patient and lomgrtinvestor also makes us an attractive sourcafal for
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companies and, through our relationships with méj@ncial institutions, we generate additionahaction opportunities.
Distinguished Track Record Across Economic Cyc

We have successfully employed our patiedtdisciplined investment process through all typfesconomic and financial conditions,
developing a track record that distinguishes tima.fFrom our inception through December 31, 2009 private equity funds with at least
36 months of investment activity generated a cutivdaross IRR of 25.8%, compared to the 11.5%gtBR achieved by the S&P 500 Index
over the same period. Additionally, we establisbhedfixed income business in 2004 and, despitécditf market conditions, the returns in e
of our core strategies since inception have outperéd relevant benchmarks.

Sizeable Lon-Term Capital Base

As of December 31, 2009, we had $52.2dnilbf AUM, making us one of the largest independdigrnative asset managers in the world.
Our private equity funds and certain of our co-stmeent vehicles receive capital commitments fromedtors that may be called for during an
investment period that typically lasts for six y@and may remain invested for up to approximat@lydars. In addition, our specialty finance
company as well as our structured finance vehideside capital that has either long-dated or neunities. As of December 31, 2009,
approximately 93%, or $48.6 billion, of our AUM hadcontractual life at inception of at least 10rgeavhich has provided a stable source of
long-term capital for our business.

Long-Standing Investor Relationships

We have established strong relationshiglk air investors, which has allowed us to raiseifitant amounts of capital for investment
across a broad range of asset classes. We haveraified group of investors, including some of llwgest public and private pension plans,
global financial institutions, university endowmeind other institutional and public market investdany of these investors have invested
with us for decades in various products that weeteponsored. We continue to develop relationshiiswvew significant investors worldwide,
providing an additional source of capital for oowvéstment vehicles. We believe that the strengtgdtih, duration and diversity of our inves
relationships provides us with a significant adeget for raising capital from existing and new sesrand will help us continue to grow our
business.

Alignment of Interests

Since our inception, one of our fundameptalosophies has been to align the interestsefitin and our people with the interests of our
investors, portfolio companies and other stakehsld&e achieve this by putting our own capital bdhour ideas. We and our principals have
over $6.5 billion invested in or committed to owvrofunds and portfolio companies, including $4.tidn funded through our balance sheet,
$1.3 billion of additional commitments to investrhé&mds and $1.0 billion in personal investments.

Creativity and Innovation

We pioneered the development of the levestdmiyout and have worked throughout our historgréate new and innovative structures for
both raising capital and making investments. Ostadny of innovation includes establishing permareapital vehicles for our Public Markets
and Private Markets segments and developing neutetaparkets and distribution capabilities in NoAmerica, Europe and Asia.
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Growth Strategy

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

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

. growing our assets under managem

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

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

. using our principal assets to grow and invest inbasiness

Why We are Undertaking the U.S. Listing

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

The Combination Transaction and Reorganization Trarsactions

On October 1, 2009, we completed the adgunisof all of the assets and liabilities of KKRu€nsey and, in connection with such
acquisition, completed a series of transactionsyamt to which the business of KKR was reorganizexa holding company structure. We
refer to these transactions as the "Transactiét@ldwing the Transactions, KKR Guernsey holds #o3onomic interest in our Combined
Business through Group Holdings, and our principalsl a 70% economic interest in our Combined Bessrthrough KKR Holdings. Our
senior principals also control us through theirtoolof our Managing Partner. For a descriptiorihef Combination Transaction, the
Reorganization Transactions and the componentardfsiness owned by the KKR Group Partnershipes; ®eganizational Structure."

Risks Related to Our Common Units

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

. our business is materially affected by conditionthie financial markets and economic conditions, tent disruptions in the
global financial markets, including considerablelaes in the valuations of debt and equity semsjthave negatively impacted
our financial performance, increased the costrarting leveraged buyout transactions and limibedatvailability of that

financing;
. we are dependent on our principals, including ounflers and other key personnel;
. our net income and cash flow are volat
. any underperformance of our investments could ageaffect our ability to maintain or grow our AUM
. our unitholders have limited ability to influencedisions regarding our business;
. our business is subject to extensive regulationsangtiny, which may make our business more diffituoperate
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. the valuation methodologies for certain assetalinfonds are subject to significant managementrnuely;

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

. many of our funds focus on illiquid investments;

. there is no established trading market for our comuomits in the United State

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

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

distributions you receive in any specific year;

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

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

In addition, legislation has been introdiitieat would tax as a corporation a publicly tragadnership, such as us, that directly or
indirectly derives income from investment advisoeseset management services. Separately, legislagie been passed in the U.S. House of
Representatives that would generally (i) treatiedrinterest as non-qualifying income under thertdas applicable to publicly traded
partnerships, which could preclude us from qualidyas a partnership for U.S. federal income tap@ses, and (ii) tax carried interest as
ordinary income for U.S. federal income taxes, Whiould require to hold our interest in carriegemesst through taxable subsidiary
corporations. If any of these pieces of legislatio@ny similar legislation or regulation were ®énacted and apply to us, we would incur a
material increase in our tax liability, which coukskult in a reduction in the value of our commaital Please see "Risk Factors" for a
discussion of these and additional factors relsdezlir common units.
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Issuer

U.S. Listing

Common units

KKR Group Partnership Units

Voting Rights; Special Voting Units

The U.S. Listing

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

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

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

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

In October 2009, our Combined Business was reorgdninder the KKR Group Partnerships. Each
KKR Group Partnership has an identical number ofnga interests and, when held together, one
Class A partner interest in each of the KKR Groapterships together represents one "KKR Group
Partnership Unit." Upon completion of the U.S. lrigtand In-Kind Distribution, we will hold KKR
Group Partnership Units representing a 30% intenetste Combined Business and our principals
hold KKR Group Partnership Units representing a iG8rest in the Combined Business through
their interests in KKR Holdings. KKR Group Partrt@sUnits that are held by KKR Holdings are
exchangeable for our common units on a one-forb@asés, subject to customary conversion rate
adjustments for splits, unit distributions and assifications and compliance with applicable logk-
vesting and transfer restrictions. S—Exchange Rights.

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

Exchange Rights

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

We intend to make quarterly cash distributionsnroants that in the aggregate are expected to
constitute substantially all of the cash earninigsus asset management business in excess of
amounts determined by our Managing Partner to begsary or appropriate to provide for the
conduct of our business, to make appropriate imvessts in our business and our investment funds
and to comply with applicable law and any of oubtdestruments or other agreements. We do not
intend to distribute gains on our principal assetiser than potentially certain tax distributiongte
extent that distributions for the relevant tax yeare otherwise insufficient to cover certain tax
liabilities of our partners, as calculated by ust. the purposes of our distribution policy, our
distributions are expected to consist of (i) o felated earnings net of taxes and certain other
adjustments, (ii) carry distributions received froor investment funds and vehicles that have not
been allocated as part of our carry pool, anddéitain tax distributions, if any. See "Distrilmti
Policy."

We are party to an exchange agreement pursuartith wW(KR Holdings may, up to four times each
year, exchange KKR Group Partnership Units helthleyn for our common units on a «-for-one
basis, subject to customary conversion rate adgstsfor splits, unit distributions and
reclassifications and compliance with applicablklap, vesting and transfer restrictions. Under
certain circumstances, we may settle exchangeX&f &roup Partnership Units with cash in an
amount equal to the fair market value of our commits that would otherwise be deliverable in
such exchanges. See "Organizational Structure—ExgEhAgreement” and "Certain Relationships
and Related Transacti—Exchange Agreement
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Tax Receivable Agreement

NYSE symbol

Risk factors

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

We have entered into a tax receivable agreemehtkiR Holdings pursuant to which we will be
required to pay to KKR Holdings or its transfer8886 of the amount of cash savings, if any, in U.S.
federal, state and local income tax that we agtuatlize as a result of tax benefits resultingrfro
certain exchanges made pursuant to our exchangeragnt with KKR Holdings, as well as 85% of
the amount of any such savings we actually realize result of increases in tax basis that arisda
payments under the tax receivable agreement. Aination of the agreement or a change of control
could give rise to similar payments based on taings that we would be deemed to realize in
connection with such events. In the event thatradheur current or future subsidiaries become
taxable as corporations and acquire KKR Group Bestrip Units in the future, or if we become
taxable as a corporation for U.S. federal incomeptaposes, each will become subject to a tax
receivable agreement with substantially similamzrSee "Certain Relationships and Related Party
Transactions—Fax Receivable Agreement." Although we are not avedrany issue that would cat
the IRS to challenge a tax basis increase, neitK& Holdings nor its transferees will reimburse us
for any payments previously made under the taxivabke agreement if such tax basis increase, or
the benefits of such increases, were successfadiijenged by the IRS. See "Certain Relationships
and Related Party Transacti—Tax Receivable Agreemen

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

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

In this prospectus, unless otherwise inditathe number of fully diluted common units ocaitgting and other information that is based
thereon does not reflect 102,451,113 additionalrmomunits that have been reserved for future issiander our Equity Incentive Plan. The
issuance of common units pursuant to awards uheeEd¢uity Incentive Plan would dilute common unitiers and KKR Holdings pro rata in
accordance with their respective percentage inteieshe KKR Group Partnerships.

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

The following summary historical consoligidtand combined financial information and otheadd#tKKR should be read together with
"Organizational Structure," "Unaudited Pro Formadgicial Information,” "Selected Historical Finaril@ad Other Data," "Management's
Discussion and Analysis of Financial Condition &ebults of Operations" and the consolidated andcbawed financial statements and related
notes included elsewhere in this prospectus. Wigettthe summary historical consolidated and combifinancial data as of December 31,
2008 and 2009 and for the years ended Decemb@08%, 2008 and 2009 from the audited consolidateidcambined financial statements
included elsewhere in this prospectus. We deritedstmmary historical consolidated and combineahfinal data as of December 31, 2007
from audited combined financial statements thanatencluded in this prospectus. The summary hisabconsolidated and combined finan
information presented below reflects the economigéct of the Transactions for periods following @er 1, 2009.

For the Years Ended December 31

2007 2008 2009
Statement of Operations Data:
Revenues
Fees $ 862,26! $ 235,18. $ 331,27:
Expenses
Employee Compensation and Benefits 212,76t 149,18: 838,07
Occupancy and Related Char 20,06¢ 30,43( 38,01
General, Administrative and Other( 128,03t 179,67 264,39¢
Fund Expense 80,04( 59,10: 55,22¢
Total Expense 440,91( 418,38t 1,195,71
Investment Income (Loss
Net Gains (Losses) from Investment Activit 1,111,57: (12,944,72)  7,505,00!
Dividend Income 747,54: 75,44 186,32
Interest Income 218,92( 129,60: 142,11°
Interest Expens (86,257) (125,56)) (79,63¢)
Total Investment Income (Los 1,991,78: (12,865,23) 7,753,80:!
Income (Loss) Before Taxt 2,413,13 (13,048,44) 6,889,36!
Income Taxes(2 12,06¢ 6,78¢ 36,99¢
Net Income (Loss 2,401,07. (13,055,23) 6,852,37.
Less: Net Income (Loss) Attributable to
Noncontrolling Interests in Consolidated Entit 1,598,31! (11,850,76) 6,119,38:
Less: Net Income (Loss) Attributable
Noncontrolling Interests Held by KKR Holdin — — (116,69¢)
Net Income (Loss) Attributable to Group Holdil
3 $ 802,76: $ (1,204,47) $ 849,68!
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December 31, December 31, December 31,
2007 2008 2009

Statement of Financial Condition Data (period

end):
Total asset $ 32,842,79 $ 22,441,03 $ 30,221,11
Total liabilities $ 257563 $ 2,590,67. $ 2,859,63
Noncontrolling interests in consolidated entit $ 28,749,81 $ 19,698,47 $ 23,275,27
Noncontrolling interests attributable to Kk

Holdings $ — $ — $ 3,072,36!
Total Group Holdings partners' capital $ 1517341 $ 151,87¢ $ 1,013,84!

Segment Data(5).
Fee related earnings(

Private Market: $ 416,380 $ 161,44¢ $ 242,91
Public Markets $ 48,07 $ 32,57¢ $ 10,55¢
Capital Markets and Principal Activitit $ — 3 — 3 15,827
Economic net income(:
Private Market: $ 775,01 $ (1,232,31) $ 1,113,13
Public Markets $ 39,81« $ 36,84: $ 5,27¢
Capital Markets and Principal Activiti¢ $ — $ — $ 368,23
Partners' capital(«
Private Market: $ 1,499,32. $ 108,220 $  277,06:
Public Markets $ 18,02¢ $ 45,867 $ 49,58
Capital Markets and Principal Activitit $ $ — $ 3,826,24
Other Data:
Assets under management (period enc $ 53,215,700 $ 48,450,700 $ 52,204,20
Fee paying assets under management (period er $ 39,862,16 $ 43,411,80 $ 42,779,80
Committed dollars invested(1 $ 14,854,200 $ 3,168,801 $ 2,107,70
Uncalled commitments (period end)(: $ 11,530,41 $ 14,930,14 $ 14,544,42

@ Includes non-cash charges arising from the issuandevesting of interests in KKR Holdings upon éoltbwing the
completion of the Transactions on October 1, 200thé amounts of $481.4 million recorded in empébogempensation
and benefits expense and $81.0 million recordegbireral, administrative and other expense. In @afdiallocations to
our carry pool resulted in $163.1 million recorde@mployee compensation and benefits expense adddllion
recorded in general, administrative and other ezpen

(2) Prior to the Transactions, most of the entitiesun consolidated group were taxed as partnershig®ar income was
generally allocated to, and the resulting tax ligbgenerally was borne by, our principals at adividual level.
Accordingly, the taxes they paid are not refledtedur consolidated and combined financial statamédfollowing the
Transactions, certain of our income will be subjeatorporate tax.

3 Subsequent to the Transactions, net income (Its&)waable to Group Holdings reflects only thoseaants that are
allocable to KKR Guernsey's 30% interest in our Gorad Business. Net Income (Loss) that is allocableur principals
70% interest in our Combined Business is reflegtatet income (loss) attributable to noncontrollinterests held by
KKR Holdings.

(4)  As of December 31, 2009, total Group Holdings penthcapital reflects only the portion of equitiriautable to Group
Holdings (reflecting KKR Guernsey's 30% interesbur Combined Business) and differs from partreapital reported
on a segment basis primarily as a result of théusian of the following items from our segment nestion: (i) the
impact of income taxes; (i) charges relating te #mortization of intangible assets; (iii) non-casuity based charges;
and (iv) allocations of equity to KKR Holdings. Fareconciliation to the $4,152.9 million of pantsiecapital reported on
a segment basis, please see "Management's Disca@sgioAnalysit
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()

(6)

(7)

(8)

9)

of Financial Condition and Results of Operat—Segment Partners' Capital." KKR Holdings' 70% iasein oul
Combined Business is reflected as noncontrollingrésts held by KKR Holdings and is not includedatal Group
Holdings partners' capital.

Our Capital Markets and Principal Activities segitneas formed by combining the assets we acquiréddarCombinatio
Transaction with our global capital markets businggon completion of the Transactions on Octob2009.
Accordingly, no segment data is reported for thpitahMarkets and Principal Activities segment floe years ended
December 31, 2007 and 2008. See "Unaudited Prod&binancial Information” for a summary of the ecmimimpact o
the Transactions.

Fee related earnings ("FRE") is comprised of segmp@arating revenues, less segment operating egpemnbe
components of FRE on a segment basis differ fraretfuivalent U.S. GAAP amounts on a combined lzsseresult of:
(i) the inclusion of management fees earned fronsolidated funds that were eliminated in consoiaat(ii) the
exclusion of expenses of consolidated funds;tti€ exclusion of charges relating to the amortizatf intangible assets;
(iv) the exclusion of charges relating to carry lpaltocations; (v) the exclusion of non-cash equityarges and other non-
cash compensation charges; (vi) the exclusion hicereimbursable expenses and (vii) the exclusforertain non-
recurring items.

Economic net income ("ENI") is a measure of prdiitisy for our reportable segments and is comprisédi) FRE; plus
(if) segment investment income, which is reducedctory pool allocations and management fee refuleds (jii) certain
economic interests in our segments held by thirtlgga ENI differs from net income on a U.S. GAA&SIs as a result of:
(i) the exclusion of the items referred to in FRI®wee; (ii) the exclusion of investment income riglgtto noncontrolling
interests; and (iii) the exclusion of income taxes.

Assets under management ("AUM") represent the sai$sen which we are entitled to receive fee incama carried
interest and general partner capital. We calcdleamount of AUM as of any date as the sum oth@)fair value of the
investments of our investment funds plus uncalkgital commitments from these funds; (ii) the faitue of investments
in our co-investment vehicles; (iii) the net assdtie of certain of our fixed income products; &)l the value of
outstanding structured finance vehicles. You showlg: that our calculation of AUM may differ froiimet calculations of
other asset managers and, as a result, our measueeai AUM may not be comparable to similar measyresented by
other asset managers. Our definition of AUM islma¢ed on any definition of AUM that is set forthlie agreements
governing the investment funds, vehicles or accothdt we manage. The AUM amounts reported as oébber 31,
2007 and 2008 reflect the NAV of KPE and its conmeihts to our investment funds as those periodpraeto the
Combination Transaction on October 1, 2009. Subsetfo the Combination Transaction, we began reppAUM
excluding the NAV of KPE and its commitments to purvate equity funds. On a pro forma basis, givefiigct to the
exclusion of KPE, AUM as of December 31, 2007 a@@8would have been $47.2 billion and $44.9 billisspectively

Fee paying assets under management ("FPAUM") repte®nly those assets under management from wigaieceive
fees. FPAUM is the sum of all of the individual fe@ses that are used to calculate our fees aretglifiom AUM in the
following respects: (i) assets from which we do regeive a fee are excluded (i.e., assets withertgp which we receiv
only carried interest); and (ii) certain assetgngrily in our private equity funds, are reflectegised on capital
commitments and invested capital as opposed twéhile because fees are not impacted by changes fair value of
underlying investments. The FPAUM amounts repoagdf December 31, 2007 and 2008 reflect the NAKRIE as
those periods are prior to the Combination Transaan October 1, 2009. Subsequent to the Combindtransaction,
we began reporting FPAUM excluding the NAV of KREits entirety as fees paid by KPE to
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(10)

11)

management companies are eliminated as intersedraasfctions. On a pro forma basis, giving effe¢he exclusion ¢
KPE, FPAUM as of December 31, 2007 and 2008 woaicetbeen $35.2 billion and $40.2 billion, respesdtiv

Committed dollars invested is the aggregate amolicépital commitments that have been investeduryirovestment
funds and carry-yielding co-investment vehiclesilyia given period. Such amounts include: (i) cdpitvested by fund
investors and co-investors with respect to whichaweeentitled to a carried interest and (ii) cdpitaested by us.

Uncalled commitments represent unfunded capitalnsitments that our investment funds and carry-pagmmvestmen
vehicles have received from partners to contrilcafgtal to fund future investmen
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RISK FACTORS

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

Risks Related to Our Business

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

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

Our funds may be affected by reduced opipities to exit and realize value from their inveshts as lack of financing makes it more
difficult for potential buyers to raise sufficiecapital to purchase assets in our funds' portfpbgdower than expected returns on investments
made prior to the deterioration of the credit mé&éske/hich could cause us to realise diminishedoocarried interest, and by the fact that we
may not be able to find suitable investments ferftinds to effectively deploy capital, which coaldversely affect our ability to raise new
funds because we can generally only raise capitad Successor fund following the substantial dgplent of capital from the existing fund. In
the event of poor performance by existing fundsdhe absence of improvements in market or ecoo@wnditions, fundraising conditions are
likely to remain challenging and pressures by itoesfor lower fees, different fee sharing arrangeta or fee concessions will likely continue
and could increase. The outcome of such negotmtionld result in our agreement to terms that axeerially less favorable to us than for pi
funds we have managed or funds managed by our ddarpeWe might also choose in such circumstatgcesduce the size of any new funds
so as to include only those investors willing tetiggpate on terms we view as acceptable, whicHdcalso reduce our revenues. During 2009,
we believe that certain fund sponsors decreasedntimeint of fees they charge investors for fund rgangent. Investors may also seek to
redeploy capital away from certain of our fixedante vehicles, which permit redemptions on relayilort notice, in order to meet liquidity
needs or invest in other asset classes.
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During periods of difficult market or ecaniz conditions or slowdowns (which may be across onmore industries, sectors or
geographies), companies in which we have investegewrperience decreased revenues, financial lossesht rating downgrades, difficulty in
obtaining access to financing and increased fundasgs. These companies may also have difficulgxpanding their businesses and
operations or be unable to meet their debt sewlitigations or other expenses as they become ddegding expenses payable to us. Negative
financial results in our funds' portfolio companieay result in lower investment returns for ourdstment funds, which could materially and
adversely affect our operating results and cash.flm the extent the operating performance of quatfolio companies (as well as valuation
multiples) do not improve or other portfolio compEnexperience adverse operating performance uogisfmay sell those assets at values that
are less than we projected or even at a loss,lpeignificantly affecting those funds' performareel consequently our operating results and
cash flow. During such periods of economic difftgubur investment funds' portfolio companies mepdave difficulty expanding their
businesses and operations or meeting their delitsasbligations or other expenses as they becaragidcluding amounts payable to us.
Furthermore, negative market conditions or a sfegifirket dislocation may result in lower investrmegiurns for our funds, which would
further adversely affect our net income. Adverseditions may also increase the risk of default withpect to private equity, fixed income and
other equity investments that we manage. Althoughket conditions have recently shown some sigrnisipfovement, we are unable to prec
whether economic and market conditions may continimprove. Even if economic and market conditidosmprove broadly and
significantly over the long term, adverse condisiém particular sectors may cause our performamseffer.

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

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

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

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

We expect that our primary liquidity need# consist of cash required to: (i) continue t@g our business, including funding our capital
commitments made to existing and future funds arydreet capital requirements of our capital marketmpanies, (ii) service debt obligations,
including indebtedness acquired from KKR Guerngegannection with the Combination Transaction amgl@ntingent liabilities that give
rise to future cash payments, (iii) fund cash opegeexpenses, (iv) pay amounts that may becomeudder our tax receivable agreement with
KKR Holdings; and (v) make cash distributions i@tlance with our distribution policy. These ligtydequirements are significant and, in
some cases, involve capital that will remain ingddor extended periods of time. As of December2BD9, we have approximately
$1,272.3 million of remaining unfunded capital coiftments to our investment funds, including $827i8iom of unfunded commitments
acquired from KKR Guernsey. Our commitments tofoads will require significant cash outlays ovend, and there can be no assurance that
we will be able to generate sufficient cash flowsf realizations of investments to fund them. Ididdn, as of December 31, 2009, we had
$733.7 million of borrowings outstanding under otedit facilities and $546.7 million of cash andleaquivalents. While we have long-term
committed financings with substantial facility litsj the terms of those facilities will expire in1Z20and 2013, respectively (see "Management's
Discussion and Analysis of Financial Condition &webults of Operations—Liquidity and Capital Resesf?y, and any borrowings thereunder
will require refinancing or renewal, which couldudt in higher borrowing costs, or issuing equifythe current credit market conditions were
to worsen, we may not be able to renew all or phtese credit facilities or find alternate sowoé financing on commercially reasonable
terms or raise equity. In that event, our usesashcould exceed our sources of cash, thereby tadtgadversely affecting our
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liquidity or causing us to sell assets on unfavigadrms. In addition, the underwriting commitmefaisour capital markets business may
require significant cash obligations, and thesero@ments may also put pressure on our liquiditye Tilolding company for our capital mark
business has entered into a credit agreementititps for revolving borrowings of up to $500 naiti, which can be used in connection with
our ongoing business activities, including placamgl underwriting securities offerings. To the ekiga commit to buy and sell an issue of
securities in firm commitment underwritings or athisse, we may be required to borrow under this itr@greement to fund such obligations,
which, depending on the size and timing of thegailons, may limit our ability to enter into otharderwriting arrangements or similar
activities, service existing debt obligations dnerivise grow our business.

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

The partnership documents governing ouliticmal private equity funds generally includecéaWwback" or, in certain instances, a "net |
sharing” provision that, if triggered, may giveeri® a contingent obligation that may require theegal partner to return or contribute amounts
to the fund for distribution to investors at thelef the life of the fund. Under a "clawback" preain, upon the liquidation of a fund, the
general partner is required to return, on an aéemasis, previously distributed carry to the ektbat, due to the diminished performance of
later investments, the aggregate amount of caatyildiitions received by the general partner dutiregterm of the fund exceed the amount to
which the general partner was ultimately entitlexicluding carried interest received by the genpaatners of our 1996 Fund (which was not
contributed to us in the Transactions), as of Ddmm31, 2009, the amount of carried interest weelrageived that is subject to this clawback
obligation was $84.9 million, assuming that all kgable private equity funds were liquidated atitlizecember 31, 2009 fair values. Had the
investments in such funds been liquidated at zaheey the clawback obligation would have been & tllion. Under a "net loss sharing
provision," upon the liquidation of a fund, the geal partner is required to contribute capitah® fund, to fund 20% of the net losses on
investments. In these vehicles, such losses wailtgdpired to be paid by us to the limited partietiose vehicles in the event of a
liquidation of the fund regardless of whether aayried interest had previously been distributedseBbon the fair market values as of
December 31, 2009, our obligation in connectiorhwlie net loss sharing provision would have begmagmately $93.6 million. If the
vehicles were liquidated at zero value, the comitigepayment obligation in connection with thelnes sharing provision as of December 31,
2009 would have been approximately $1,182.7 million

Prior to the Transactions, certain of otngipals who received carried interest distribngavith respect to the private equity funds had
personally guaranteed, on a several basis andcubja cap, the contingent obligations of the gaingartners of the private equity funds to
repay amounts to fund limited partners pursuatiéogeneral partners' clawback obligations. Thasesf the Transactions require that our
principals remain responsible for clawback obligas relating to carry distributions received ptimthe Transactions up to a maximum of
$223.6 million. Carry distributions arising subseguto the Transactions may give rise to clawbdilgations that may be allocated generally
to carry pool participants and the Combined Businesccordance with the terms of the instrumeateming the KKR Group Partnerships.
Unlike the "clawback” provisions, the Combined Bigsis will be responsible for amounts due undelosstsharing arrangements and will
indemnify our principals for any personal guarastéet they have provided with respect to such amsou

Our earnings and cash flow are highly variable doe the nature of our business and we do not inteidorovide earnings guidance, each
which may cause the value of interests in our busés to be volatile.

Our earnings are highly variable from geatb quarter due to the volatility of investmeetiurns of most of our funds and other investr
vehicles and our principal assets and the fee ieceanned
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from our funds. We recognize earnings on investmanour funds based on our allocable share ofzeghbind unrealized gains (or losses)
reported by such funds, and a decline in realizatheealized gains, or an increase in realizedhoealized losses, would adversely affect our
net income. Fee income, which we recognize whetractually earned, can vary due to fluctuation M, the number of investment
transactions made by our funds, the number of platEtompanies we manage and the fee provisiongowd in our funds and other
investment products. We may create new funds asitment products or vary the terms of our fundswestment products, which may alter
the composition or mix of our income from time itmé. We may also experience fluctuations in oualtesrom quarter to quarter, including
our revenue and net income, due to a number of fdlotors, including changes in the values of aunds' investments, changes in the amount
of distributions or interest earned in respecthekistments, changes in our operating expensedetiree to which we encounter competition
and general economic and market conditions. Sukhhility may lead to variability in the value ofterests in our business and cause our
results for a particular period not to be indicatof our performance in future periods. It may Bgadlt for us to achieve steady growth in net
income and cash flow on a quarterly basis, whialdccon turn lead to large adverse movements invillee of interests in our business.

The timing and receipt of carried interesim our private equity funds are unpredictable @slticontribute to the volatility of our cash
flows. Carried interest payments from private eginivestments depend on our funds' performanceogpdrtunities for realizing gains, which
may be limited. It takes a substantial period wigtito identify attractive private equity investmepportunities, to raise all the funds needed to
make an investment and then to realize the caste\{al other proceeds) of an investment througsleg public offering or other exit. To the
extent a private equity investment is not profiealslo carried interest shall be received from aiwape equity funds with respect to that
investment and, to the extent such investment mesnamprofitable, we will only be entitled to a mgament fee on that investment. Even if a
private equity investment proves to be profitalileyay be several years before any profits careaéized in cash. We cannot predict when, or
if, any realization of investments will occur. lafticular, since the latter half of 2007, the cteli$location and related reluctance of many
finance providers, such as commercial and investimanks, to provide financing have made it difftdok potential purchasers to secure
financing to purchase companies in our investmemd$' portfolio, thereby decreasing potential zedion events and the potential to earn
carried interest. A downturn in the equity markadtso makes it more difficult to exit investmentsdafling equity securities. If we were to have
a realization event in a particular quarter, thergymay have a significant impact on our cash fldwmsng the quarter that may not be replice
in subsequent quarters. A decline in realized oealized gains, or an increase in realized or Uizeghlosses, would adversely affect our
investment income, which could further increaseubiatility of our quarterly results.

A decline in the pace or size of investment by fwmds or an increase in the amount of transactioeds we share with our investors wolt
result in our receiving less revenue from transamti fees.

The transaction fees that we earn are diiivgart by the pace at which our funds make itmegts and the size of those investments. Any
decline in that pace or the size of such investmesiuld reduce our transaction fees and could ritakere difficult for us to raise capital.
Many factors could cause such a decline in the pagoevestment, including the inability of our irstenent professionals to identify attractive
investment opportunities, competition for such apyaties among other potential acquirers, decréasailability of capital on attractive tert
and our failure to consummate identified investnagortunities because of business, regulatorggallcomplexities and adverse
developments in the U.S. or global economy or fa@mmarkets. In particular, the current limiteddhcing options for leveraged buy-outs
resulting from the credit market dislocation ham#ficantly reduced the pace and size of tradititma/out investments by our funds. In
addition, we have confronted and expect to conttoumnfront requests from a variety of investaord groups
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representing investors to increase the percentaarsaction fees we share with our investorsthBoextent we accommodate such requests, i
would result in a decrease in the amount of feemee we earn.

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

We compete as an asset manager for bodlstors and investment opportunities. Our compsatitonsist primarily of sponsors of public
and private investment funds, business develope@npanies, investment banks, commercial financepemies and operating companies
acting as strategic buyers of businesses. We leelieat competition for investors is based primasityinvestment performance; investor
liquidity and willingness to invest; investor peptien of investment managers' drive, focus andhafignt of interest; business reputation; the
duration of relationships with investors; the gtyatif services provided to investors; pricing; fuedms (including fees); and the relative
attractiveness of the types of investments tha¢ leeen or will be made. We believe that competifiwrinvestment opportunities is based
primarily on the pricing, terms and structure gfraposed investment and certainty of execution.

Due to the global economic downturn andtieély poor investment returns, institutional ist@s have suffered from decreasing returns,
liquidity pressure, increased volatility and difflty maintaining targeted asset allocations, asijaificant number of investors have materially
decreased or temporarily suspended making newifwedtments during this period. As the economy etp recover, such investors may
elect to reduce their overall portfolio allocatidosalternative investments such as private eduitgs, resulting in a smaller overall pool of
available capital in our industry. Investors magoadeek to redeploy capital away from certain offoeed income vehicles, which permit
redemptions on relatively short notice in ordemteet liquidity needs or invest in other asset €éass

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

A number of factors serve to increase ampetitive risks:

. a number of our competitors in some of our busieedave greater financial, technical, marketing@hér resources and mc
personnel than we do;

. a significant number of investors have materiablgréased or temporarily suspended making new furestments recently
because of the global economic downturn and raltigoor returns in their overall alternative asegestment portfolios in
2008 and 2009;

. some of our competitors may have better expertigeaegarded by investors as having better exgeeiria specific asset class
or geographic region than we do;

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

. investors may reduce their investments in our fusrdsot make additional investments in our fundseolupon their available
capital;

. several of our competitors have recently raiseéhdua period of easier fundraising, or are expetbasise, significant amoun

of capital, which fundraising efforts may occuramaround the same time as ours, and many of tleem similar investment
objectives and strategies to our funds, which nragte additional competition for investment oppoities and may reduce the
size and duration of pricing inefficiencies thatnpalternative investment strategies seek to eploi
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. some of these competitors may also have a loweérofa@apital and access to funding sources thaharavailable to us, which
may create competitive disadvantages for us wiheet to investment opportunities;

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

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

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

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

. other industry participants will from time to tinseek to recruit our investment professionals ahdratmployees away from us.

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

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

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

The U.S. federal income tax treatment afunitholders depends in some instances on detatioits of fact and interpretations of
complex provisions of U.S. federal income tax ldarswhich no clear precedent or authority may bailable. You should be aware that the
U.S. federal income tax rules are constantly uneleiew by persons involved in the legislative pes;ehe Internal Revenue Service, or IRS,
and the U.S. Department of the Treasury frequeeBulting in revised interpretations of establishedcepts, statutory changes, revisions to
regulations and other modifications and interpietst The present U.S. federal income tax treatrokowning our common units may be
modified by administrative, legislative or judiciaterpretation at any time, and any such actiog affect investments and commitments
previously made. For instance, changes to the fédgral tax laws and interpretations thereof conéke it more difficult or impossible for us
to be treated as a partnership that is not taxadke corporation for U.S. federal income tax pueppaffect the tax considerations of owning
common units, change the character or treatmepbions of
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our income (including, for instance, the treatmantarried interest as ordinary income rather tbapital gain) and adversely impact your
investment in our common units. See the discudsédow under "—Legislation has been introduced eathS. Congress in various forms that,
if enacted, (i) could preclude us from qualifyirggapartnership and/or (ii) could tax carried iegtras ordinary income for U.S. federal income
tax purposes and require us to hold carried inténesugh taxable subsidiary corporations. If thisany similar legislation or regulation were

be enacted and apply to us, we would incur a nateigrease in our tax liability that could resulta reduction in the market price of our
common units." Our organizational documents anéegents permit the Managing Partner to modify theraded and restated partnership
agreement from time to time, without the conserthefunitholders, to address certain changes infédderal income tax regulations, legisla

or interpretation. In some circumstances, suctsiens could have a material adverse impact on sra# unitholders. Moreover, certain
assumptions and conventions will be applied inttem@pt to comply with applicable rules and to reépecome, gain, deduction, loss and credit
to unitholders in a manner that reflects such whittrs' beneficial ownership of partnership itetaking into account variation in ownership
interests during each taxable year because ohgeatitivity. However, those assumptions and coneestmay not be in compliance with all
aspects of applicable tax requirements. It is fbssghat the IRS will assert successfully thatdbaeventions and assumptions used by us do not
satisfy the technical requirements of the InteR@enue Code and/or Treasury regulations and cegldre that items of income, gain,
deductions, loss or credit, including interest deiduns, be adjusted, reallocated or disallowedimaaner that adversely affects our unitholders.

Legislation has been introduced in the U.S. Congsés various forms that, if enacted, (i) could piede us from qualifying as a partnershi
and/or (ii) could tax carried interest as ordinatimcome for U.S. federal income tax purposes anduggq us to hold carried interest through
taxable subsidiary corporations. If this or any silar legislation or regulation were to be enacteadapply to us, we would incur a material
increase in our tax liability that could result i reduction in the market price of our common units

In 2007, legislation was introduced in th&. Congress that would tax as corporations plyttiaded partnerships that directly or
indirectly derive income from investment advisoragset management services. In 2008, the U.S. HdlRepresentatives passed a bill that
would generally (i) treat carried interest as naalifying income under the tax rules applicablgtblicly traded partnerships, which could
preclude us from qualifying as a partnership fdé.Uederal income tax purposes, and (ii) tax cdrirgerest as ordinary income for U.S. fed
income taxes, rather than in accordance with tlaeacter of income derived by the underlying fumdDecember 2009, the U.S. House of
Representatives passed substantially similar kisl. Such legislation would tax carried inte@sbrdinary income starting this taxable year.
In addition, the Obama administration proposedspublished revenue proposals for both 2010 add #at the current law regarding the
treatment of carried interest be changed to subjgett income to ordinary income tax. Certain versiof the proposed legislation (including
the legislation passed in December 2009) contaiaresition rule that may delay the applicabilitycefrtain aspects of the legislation for a
partnership that is a publicly traded partnershitee date of enactment of the legislation.

If the changes suggested by the administratr any of the proposed legislation or simikegislation were adopted, income attributable to
carried interest may not meet the qualifying incaeguirements under the publicly traded partnershigs, and, therefore, we could either be
precluded from qualifying as a partnership for UeBleral income tax purpose or be required to iiktests in entities earning such income
through a taxable U.S. corporation. If we were thas a corporation, our effective tax rate wouldéase significantly. The federal statutory
rate for corporations is currently 35%. In additiare would likely be subject to increased state landl taxes. Therefore, if any such legisla
or similar legislation were to be enacted and applys, it would materially increase our tax li#lgilwhich could well result in a reduction in
the market price of our common units.

In addition, if the proposed legislatioraopted, it could increase the amount of tax KKfRiiscipals and other professionals would be
required to pay, thereby adversely affecting KK&bigity to offer attractive incentive opportunitiem key personnel.
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We depend on our founders and other key persontie, loss of whose services would have a materialeaise effect on our business, results
and financial condition.

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

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

Furthermore, the agreements governingrawlittonal private equity funds and certain fixadame funds managed by us provide that in
the event certain "key persons” in these fundsgkample, both of Messrs. Kravis and Roberts, amthe case of certain geographically or
product focused funds, one or more of the execsiiveused on such funds) generally cease to agtimahage a fund, investors in the fund
will be entitled to: (i) in the case of our traditial private equity funds, reduce, in whole or &mtptheir capital commitments available for
further investments; and (i) in the case of certafiour fixed income funds, withdraw all or anyrfion of their capital accounts, in each case
on an investor-by-investor basis. The occurrencguoh an event would likely have a significant riegaimpact on our revenue, net income
and cash flow.

If we cannot retain and motivate our principals armther key personnel and recruit, retain and motteanew principals and other ke
personnel, our business, results and financial catieh could be adversely affecte

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

Our principals hold interests in our busmérrough KKR Holdings. These individuals recdinancial benefits from our business in the
form of distributions and amounts funded by KKR #iafs and through their direct and indirect paptition in the value of KKR Group
Partnership Units held by KKR Holdings. While aflaur employees and our principals receive basariealfrom us, profibased cash amoul
for certain individuals are borne by KKR Holding$ere can be no assurance that KKR Holdings wilehsufficient cash available to contir
to make profit-based cash payments.
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In addition, we might not be able to provide ounpipals with equity interests in our businesshi® same extent or with the same tax
consequences as we did prior to October 1, 20@Pdestributions in respect of these interests nmayegual the cash distributions previously
received by these individuals prior to OctoberdQ2and may not be sufficient to retain and moévair principals and other key personnel,
nor may they be sufficiently attractive to stratedily recruit, retain and motivate new talentedspanel. The value of the interests held by our
principals in KKR Holdings may fall (as reflectedthe market price of our common units), which docounteract the incentives we are
seeking to put in place. Therefore, in order toug@nd retain existing and future investment pssfonals, we may need to increase the le)
compensation that we pay to them, which may causgteer percentage of our revenue to be paid ottdrform of compensation, which
would have an adverse impact on our profit margmaddition, the issuance of equity interestsun lousiness to employees could dilute
common unitholders and KKR Holdings.

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

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

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

We rely heavily on our financial, accougtand other data processing systems. If any oethgstems does not operate properly or is
disabled, we could suffer financial loss, a disiupbf our businesses, liability to our funds, riegory intervention or reputational damage. In
addition, we operate in businesses that are hidgbhendent on information systems and technology ifdormation systems and technology
may not continue to be able to accommodate our tircand the cost of maintaining such systems mergase from our current level. Such a
failure to accommodate growth, or an increase siscrelated to such information systems, could lzaveterial adverse effect on our busin
Furthermore, we depend on our principal officebl@w York City, where most of our administrative gamnel are located, for the continued
operation of our business. A disaster or a disoumpith the infrastructure that supports our busiegsmcluding a disruption involving electronic
communications or other services used by us ad fharties with whom we conduct business, or diyeaffiecting our principal offices, could
have a material adverse impact on our ability tatione to operate our business without interrupt@ur disaster recovery programs may not
be sufficient to mitigate the harm that may refalin such a disaster or disruption. In additiorsuirance and other safeguards might only
partially reimburse us for our losses, if at alhdtly, we rely on third party service providers fertain aspects of our business, including for
certain information systems, technology and adrtrai®n and compliance matters. Any interruptiordeterioration in the performance of
these third parties could impair the quality of and our funds' operations and could impact ouutegfwn and adversely affect our businesses
and limit our ability to grow.
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The time and attention that our principals and othemployees devote to assets that were not conteithto the KKR Group Partnerships as
part of the Transactions will not financially ben&fthe KKR Group Partnerships and may reduce thmé and attention these individua
devote to the KKR Group Partnerships' business.

As of December 31, 2009, the unrealizedealf the investments held by the 1987 Fund, ti¥8 Fund and the 1996 Fund totaled
$0.8 billion, or approximately 2% of our AUM. Becauwe believe the general partners of these fuiitieat receive meaningful proceeds
from further realizations, we did not acquire gah@artner interests in them in connection with Th@nsactions. We will, however, continue
provide the funds with management and other sesvicdil their liquidation. While we will not recevmeaningful fees for providing these
services, our principals and other employees wlidguired to devote a portion of their time andraton to the management of those entities.
The devotion of the time and attention of our pipats and employees to those activities will nogficially benefit the KKR Group
Partnerships and may reduce the time and attetiteyndevote to the KKR Group Partnerships' business

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

We intend, to the extent that market cdadg warrant, to seek to grow our businesses heasing AUM in existing businesses, pursuing
new investment strategies, including investmenojmities in new asset classes, developing newestyb investment structures and products
(such as managed accounts and structured prodatsgxpanding into new geographic markets andhbases. We recently opened offices in
Mumbai, India, Seoul, Korea and Dubai, UAE, ana a@lsveloped a capital markets business in the t&tates, Europe and Asia, which we
intend to grow and diversify. We may pursue grothttough acquisitions of other investment manageroemtpanies, acquisitions of critical
business partners or other strategic initiativdsctvmay include entering into new lines of busiés addition, we expect opportunities will
arise to acquire other alternative or traditiorsled managers. To the extent we make strategistimeats or acquisitions, undertake other
strategic initiatives or enter into a new line okimess, we will face numerous risks and uncer&anincluding risks associated with (i) the
required investment of capital and other resour@@she possibility that we have insufficient exise to engage in such activities profitably
without incurring inappropriate amounts of riski) (ihe possibility of diversion of management'seation from our core business; (iv) the
possibility of disruption of our ongoing businefg; combining or integrating operational and mamaget systems and controls; (vi) potential
increase in investor concentration; and (vii) thegdolening of our geographic footprint, including tiisks associated with conducting operat
in foreign jurisdictions. Entry into certain line$§ business may subject us to new laws and regulstivith which we are not familiar, or from
which we are currently exempt, and may lead toeased litigation and regulatory risk. If a new besis generates insufficient revenues or if
we are unable to efficiently manage our expandestaijons, our results of operations will be advigraéfected. Our strategic initiatives may
include joint ventures, in which case we will béjget to additional risks and uncertainties in tvatmay be dependent upon, and subject to
liability, losses or reputational damage relatiogslystems, controls and personnel that are narumat control.

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

Our business is subject to extensive reiguaWe are subject to regulation, including pditoexaminations, by governmental and self-
regulatory organizations in the jurisdictions inigthwe operate around the world. Many of these leggts, including U.S. and foreign
government agencies and self-regulatory organiastiare empowered to conduct investigations andrashnative proceedings
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that can result in fines, suspensions of persommether sanctions, including censure, the issuahcease-and-desist orders or the suspension
or expulsion of applicable licenses and membersiiipsn if an investigation or proceeding does estift in a sanction or the sanction impc
against us or our personnel by a regulator werdl sm@onetary amount, the adverse publicity relgtio the investigation, proceeding or
imposition of these sanctions could harm our rerizand cause us to lose existing clients andsitore or fail to gain new clients and
investors.

As a result of market disruption as welhaghly publicized financial scandals, regulatonsl énvestors have exhibited concerns over the
integrity of the U.S. financial markets, and theibesses in which we operate both in the UniteteStand outside the United States are likely
to be subject to further regulation. There has l@eactive debate both nationally and internatigraler the appropriate extent of regulation
and oversight of private investment funds and theinagers. There are proposals in the U.S. Congresemanating from the U.S. Departn
of the Treasury that would identify various kindgpdvate funds as being potentially systemicalngficant and subject to increased reporti
oversight and regulation. Any changes in the reéguyaframework applicable to our business may ingpadditional expenses on us, require the
attention of senior management or result in linota in the manner in which our business is coretldloreover, as calls for additional
regulation have increased, there may be a relagrdase in regulatory investigations of the tragdind other investment activities of alternative
asset management funds, including our funds. Suastigations may impose additional expenses omag,require the attention of senior
management and may result in fines if any of ondfuare deemed to have violated any regulations.

Recent legislative or regulatory proposalthe U.S. include designating a federal agenagpresentatives of several agencies as the
financial system's systemic risk regulator withhawity to review the activities of all financialstitutions, including alternative asset managers,
and to impose regulatory standards on any compdeiesied to pose a threat to the financial healthet).S. economy; authorizing federal
regulatory agencies to ban compensation arrangsmagfinancial institutions that give employeeseintives to engage in conduct that could
pose risks to the nation's financial system; granthe U.S. government resolution authority to takeergency measures with regard to
financial institutions that fall outside the exigtiresolution authority of the Federal Deposit hasiee Corporation, including the authority to
place an institution into conservatorship or reeeship; creating a new consumer financial protectigency or a consumer financial protection
bureau within the Federal Deposit Insurance Cotporar the U.S. Department of the Treasury; subjgacertain types of large financial
institutions to an incremental tax based on thewamhof AUM or income and the type of financial sees provided; and establishing new
ground rules for private equity investments inddibanks that make the acquisition of a failed Hes& attractive for a private equity fund. In
addition, certain constituencies have recently mbmcating for greater legislative and regulatrgrsight of private equity firms and
transactions and to prevent pension funds fromsiing in private equity funds.

Members of the U.S. Senate have propose#igige Fund Transparency Act, which would applgrieate equity funds, venture capital
funds, real estate funds and other private investwghicles with at least $50 million in assetsemmhanagement. If enacted, the bill would
require such funds to register with the SEC, mairttaoks and records in accordance with SEC remérgs and become subject to SEC
examinations and information requests in ordeetoain exempt from the substantive provisions ofltvestment Company Act. The propo:
legislation also requires each fund to file anmdistlosures, which would be made public, contairdatpiled information about the fund. The
proposed legislation also requires each fund @bdish anti-money laundering programs. In addititie, Obama administration delivered
proposed legislation that, if enacted, would regaidvisors to hedge funds and other private pdatamtal with over $30 million in assets
under management to register as Investment Adwigibhsthe SEC under the Investment Advisers Act@40. The proposed legislation would
subject advisors to substantial regulatory repgrteéguirements and expand the SEC's examinatioefiodcement authority. In 2009, the U
House of Representatives passed
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legislation that would empower federal regulatorpitescribe regulations to prohibit any incentiasdd payment arrangements that the
regulators determine encourage financial instingito take risks that could threaten the soundoietbge financial institutions or adversely
affect economic conditions and financial stabili#y.this time, we cannot predict what form thisiggtion would take, and what effect, if any,

it may have on our business or the markets in whieloperate. It is impossible to determine therebté the impact of any new laws,
regulations or initiatives that may be proposedybether any of the proposals will become lawnidieted, the proposed legislation could
negatively impact our funds in a number of waysluding increasing the funds' regulatory costs,asipg additional burdens on the funds'
staff, and potentially requiring the disclosuresefisitive information. In addition, we may be adedy affected by changes in the interpretation
or enforcement of existing laws and rules by thgmeernmental authorities and self-regulatory orgatidns. Compliance with any new laws or
regulations could make compliance more difficuld @xpensive and affect the manner in which we cohusiness.

On April 30, 2009, the European Commisgiablished a draft of a proposed EU Directive oreAdative Investment Fund Managers, or
AIFM. The Directive, if adopted in the form propadsevould apply to all AIFMs operating within the BAdth more than €100 million in assets
under management, including both hedge funds amdtprequity funds. AIFMs would be required to seekhorization from their home
jurisdiction within the EU, which would require tidésclosure of such information as fair valuatidrassets, investment strategy, and marke
which investments are made on a regular basisDifeetive, if adopted, would also set a threshaoldrégulatory capital, allow regulators to
a threshold for leverage and create reporting abiigs to companies in which a controlling stakkdkl. Such rules could have a particularly
adverse effect on our investment businesses by guoihrer things (i) imposing costly requirementéite an independent valuation firm based
in the EU to value all of our funds' assets anbite an independent depositary based in the EWlab dll of our investments, (ii) imposing
extensive disclosure obligations on our funds'fpbat companies, (iii) prohibiting us from markegiour investment funds to any investors
based in a EU country for three years after enattmwiethe directive and significantly restrictingose marketing activities thereafter, and
(iv) potentially in effect restricting our fundsiiestments in companies based in EU countriesDiteetive, if adopted in its current form,
could limit, both in absolute terms and in compamiso EU-based investment managers and funds,pmrating flexibility, our ability to
market our funds, and our fund raising and investro@portunities, as well as expose us to confiictiegulatory requirements in the United
States and the EU.

We regularly rely on exemptions in the @ditStates from various requirements of the Seesr#ict, the Exchange Act, the Investment
Company Act of 1940, or Investment Company Act, tredU.S. Employee Retirement Income Security Adt9Y4, or ERISA, in conducting
our asset management activities. These exemptrersoaetimes highly complex and may in certainurirstances depend on compliance by
third parties whom we do not control. If for anyasen these exemptions were to become unavailablg e could become subject to
regulatory action or third-party claims and ouribass could be materially and adversely affecte@.'S—Risks Related to Our Organizational
Structure—If we were deemed to be an "investmentpany” subject to regulation under the Investmesrh@any Act, applicable restrictions
could make it impractical for us to continue ousiness as contemplated and could have a mateviatseleffect on our business." Moreover,
the requirements imposed by our regulators areydediprimarily to ensure the integrity of the finah markets and to protect investors in our
funds and are not designed to protect holderstefests in our business. Consequently, these tagudaoften serve to limit our activities. In
addition, the regulatory environment in which ound investors operate may affect our businessekample, changes in antitrust laws or the
enforcement of antitrust laws could affect the lefenergers and acquisitions activity, and charigegate laws may limit investment activit
of state pension plans. We may also be adverskdgtafl as a result of new or revised legislatioregulations imposed by the
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SEC, other governmental regulatory authoritiesetfrregulatory organizations that supervise thafficial markets.

Our operations are subject to regulatioth supervision in a number of domestic and foreigisglictions, and the level of regulation and
supervision to which we are subject varies fronsgliction to jurisdiction and is based on the tgbdusiness activity involved. See
"Business—Regulation.”

We are subject to substantial litigation risks anehy face significant liabilities and damage to oprofessional reputation as a result of
litigation allegations and negative publicity.

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

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

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

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

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

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

Risks Related to the Assets We Manage

As an asset manager, we sponsor and mémage and vehicles that make investments worldwiddehalf of thirdparty investors and,
connection with those activities, are requiredepldy our own capital in those investments. The#tments of these funds and vehicles are
subject to many risks and uncertainties, includirgge that are discussed below. In addition, we Ipgincipal investments and manage those
assets on our own behalf. As a result, the gaidd@ases on such assets are reflected in our c@ti@ and the risks set forth below relating to
the assets that we manage will directly affectapearating performance.

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

We have presented in this prospectus reegesss IRRs, multiples of invested capital andized and unrealized investment values for
funds that we have sponsored and managed. Theitédtand potential future returns of the fund4 thhe manage are not directly linked to
returns on KKR Group Partnership Units.

Moreover, with respect to the historicauras of our funds:

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

. you will not benefit from any value that was crehite our funds prior to October 1, 2009 to the ek&ich value has been
realized even though such realizations may be stutgecertain "clawback” obligations under the parship documents of our
funds;

. the historical returns that we present in this peasus derive largely from the performance of autier private equity funds,

whereas future fund returns will depend increasingl the performance of our newer funds, which imaye little or no
investment track record,;

. the future performance of our funds will be affechy macroeconomic factors, including negativedetrising from recent
disruptions in the global financial markets tharevaot prevalent in the periods relevant to théohisal return data included in
this prospectus;

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

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

. our funds' returns have benefited from investmepiootunities and general market conditions that matyrepeat themselves,
including favorable borrowing conditions in the tetarkets in
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2006 and 2007 that have not existed since, thdretgasing both the cost and difficulty of finargitmansactions, and there can
be no assurance that our current or future funtidwiable to avail themselves of comparable immesit opportunities or mark
conditions; and

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

In addition, future returns will be affedtby the risks described elsewhere in this prosggeatcluding risks of the industry sectors and
businesses in which a particular fund invests."Bésk Factors—Recent developments in the U.S. dololadi financial markets have created a
great deal of uncertainty for the asset managemdustry, and these developments may adverselgtafie investments made by our funds or
their portfolio companies or reduce the abilityoof funds to raise or deploy capital, each of whichld further materially reduce our revenue,
net income and cash flow."

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

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

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

Because there is significant uncertaintthimvaluation of, or in the stability of the valok illiquid investments, the fair values of
investments reflected in an investment fund'smarfce vehicle's NAV do not necessarily reflectghiees that would actually be obtained by
on behalf of the fund or finance vehicle when simtestments are realized. Realizations at valugrsfgiantly lower than the values at which
investments have been reflected in prior fund NAWsIld result in losses for the applicable fund #mlloss of potential carried interest and
other fees. Also, if realizations of our
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investments produce values materially differennttiee carrying values reflected in prior fund NAWs/estors may lose confidence in us,
which could in turn result in difficulty in raisingapital for future funds.

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

In addition, because we value our entingfplio only on a quarterly basis, subsequent evémat may have a material impact on those
valuations may not be reflected until the next tgréyr valuation date.

Dependence on significant leverage in investmengsolir funds could adversely affect our ability talieve attractive rates of return ¢
those investments.

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

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

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

. allow even moderate reductions in operating cash fb render it unable to service its indebtedn

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

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

. limit the entity's ability to adjust to changing rket conditions, thereby placing it at a competitdisadvantage compared to its
competitors who have relatively less debt;
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. limit the entity's ability to engage in strategomaisitions that might be necessary to generatactitte returns or further growth;
and
. limit the entity's ability to obtain additional fimcing or increase the cost of obtaining such ftivay) including for capital

expenditures, working capital or other general ocafe purposes.

A leveraged company's income and equity &ed to increase or decrease at a greater mtestbuld otherwise be the case if money had
not been borrowed. As a result, the risk of losoeaiated with a leveraged company is generallytgreéhan for companies with comparatively
less debt. For example, leveraged companies cafiftuli on their debt obligations due to a decréasevenues and cash flow precipitated by
the ongoing economic downturn or by poor relatieefgrmance at such a company.

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

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

Among the sectors particularly challenggdh® current crisis in the global credit markets the CLO and leveraged finance markets.
KFN has significant exposure to these markets tjinats CLO subsidiaries, each of which is a Caymstands incorporated special purpose
company that issued to KFN and other investorsse¢eured by a pool of collateral consisting prilpaf corporate leveraged loans. In most
cases, KFN's CLO holdings are deeply subordinaggiesenting the CLO subsidiary's substantial Eyerwhich increases both the
opportunity for higher returns as well as the magte of losses when compared to holders or invesiat rank more senior to KFN in right of
payment. As a result, during the current continlgngnomic downturn, KFN and its investors are aatgr risk of suffering losses related to
CLO subsidiaries. KFN's CLO subsidiaries have erpeed an increase in downgrades, depreciatiomaiket value and defaults in respect of
leveraged loans in their collateral. There candassurance that market conditions giving riseésé types of consequences will not occur,
subsist or become more acute in the future. Bed&Ebés CLO structures involve complex collateratlaiher arrangements, the
documentation for such structures is complex, gesat to differing interpretations and involvesdégsk. In July 2009, KFN surrendered for
cancellation approximately $298.4 million in aggaegof notes issued to it by certain of its CLOse Burrendered notes were cancelled an
obligations due under such notes were deemed exsimgd. Certain holders of KFN's securities isdmedne of KFN's CLOs challenged the
surrender for cancellation and KFN subsequentlghred a settlement agreement with such holdersebticts KFN's ability to restructure
certain CLO debt obligations in the future, whichyweduce KFN's financial flexibility in the eveitfuture adverse market or credit
conditions. In addition, certain noteholders of ofi&FN's other CLOs recently notified KFN of a glian dispute and it may become a party to
similar disputes with other noteholders of its CLi@she future.
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Any of the foregoing circumstances coulgéna material adverse effect on our financial ctowlj results of operations and cash flow.

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

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

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

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

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

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

. companies in which private equity and fixed incameestments are made may have limited financialusses and may be
unable to meet their obligations under their séi@s; which
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may be accompanied by a deterioration in the vafukeir equity securities or any collateral or gardees provided with respect
to their debt;

. companies in which private equity and fixed incamestments are made are more likely to depenth@mianagement taler
and efforts of a small group of persons and, &salt, the death, disability, resignation or teration of one or more of those
persons could have a material adverse impact anlthsiness and prospects;

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

. instances of fraud and other deceptive practicesitted by senior management of portfolio compaimieshich our fund:
invest may undermine our due diligence efforts witpect to such companies, and if such fraudsisogliered, negatively affect
the valuation of a fund's investments as well agrdaute to overall market volatility that can né&galy impact a fund's
investment program;

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

. our funds generally establish the capital structdngortfolio companies on the basis of financialjpctions based primarily on
management judgments and assumptions, and gewerairaic conditions and other factors may causeahpeerformance to fa
short of these financial projections, which couddige a substantial decrease in the value of outydtpldings in the portfolio
company and cause our funds' performance to fatt €t our expectations; and

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

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

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

Our private equity funds make investmemisarily in companies with large capitalizationdhieh involves certain complexities and risks
that are not encountered in small-and medium-sizegstments. For example, larger transactions neaypdre difficult to finance and exiting
larger deals may present incremental challengesddiition, larger transactions may pose greatdiesiges in implementing changes in the
company's management, culture, finances or opestand may entail greater scrutiny by regulaioterest groups and other third parties.
Recently, these constituencies have been moreedotiopposing some larger investments by certairae equity firms.

In some transactions, the amount of equapital that is required to complete a large céipdtion private equity transaction has increased
significantly, which has resulted in some of theyésst private equity transactions being struct@ticonsortium transactions." A consortium
transaction involves an equity investment in whigb or more other private equity firms serve togetbr collectively as equity sponsors.
While we have sought to limit where possible theant of consortium transactions in which we haverbi@volved, we have participated in a
significant number of those transactions. Consprtitansactions generally entail a reduced levebatrol by our firm over the investment
because governance rights must be shared withtliee consortium investors. Accordingly, we may betable to control decisions relating 1
consortium investment, including decisions relatimghe management and operation of the companyhentiming and nature of any exit,
which could result in the risks described in "—@umds have made investments in companies that wetoontrol, exposing us to the risk of
decisions made by others with which we may nota{reny of these factors could increase the riglt thur larger investments could be less
successful. The consequences to our investmens fofnain unsuccessful larger investment could beersevere given the size of the
investment.

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

Our funds and accounts hold investmentsititdude debt instruments and equity securitiesashpanies that we do not control. Such
instruments and securities may be acquired by s and accounts through trading activities ayubh purchases of securities from the
issuer. In addition, our funds and accounts mayliaegninority equity interests, particularly whemosisoring investments as part of a large
investor consortium, and may also dispose of agrodf their majority equity investments in porifbcompanies over time in a manner that
results in the funds or accounts retaining a mipanvestment. Those investments will be subje¢htorisk that the company in which the
investment is made may make business, financialasragement decisions with which we do not agreébairthe majority stakeholders or the
management of the company may take risks or otseradt in a manner that does not serve our ingeiiésiny of the foregoing were to occur,
the value of investments by our funds or accouotddcdecrease and our financial condition, resafligperations and cash flow could be
adversely affected.

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

Many of our funds and accounts invest aifitant portion of their assets in the equity, fjétans or other securities of issuers that are
based outside of the United States. A substartalat of these investments consist of private gqoitestments made by our private equity
funds. For example, as of December 31, 2009, ajppaigly 39.7% of the unrealized value of the inmetts of those funds and accounts was
attributable to foreign investments. Investing ampanies that are based outside of the United sSta&gticularly in countries characterized as
having emerging markets,
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involves risks and considerations that are notciglpi associated with investments in companiesbéisteed in the United States. These risks
may include the following:

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

. the imposition of no-U.S. taxes

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

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

. political hostility to investments by foreign oriyate equity investors

. less liquid markets

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

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

one currency into another;

. higher rates of inflation;

. less available current information about an issuer;

. higher transaction cost

. less government supervision of exchanges, broketsssuers

. less developed bankruptcy and other laws;

. difficulty in enforcing contractual obligations;

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

. fewer investor protections; and

. greater price volatility

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

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

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

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

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

Risk management activities may adversely affectitbteirn on our investments

When managing exposure to market risksfraguently use hedging strategies or certain fasfrderivative instruments to limit our
exposure to changes in the relative values of tnvests that may result from market developmentduding changes in prevailing interest
rates and currency exchange rates. The scopekaheasagement activities undertaken by us variesdan the level and volatility of interest
rates, prevailing foreign currency exchange rdtestypes of investments that are made and otlargihg market conditions. The use of
hedging transactions and other derivative instrusenreduce the effects of a decline in the valu position does not eliminate the
possibility of fluctuations in the value of the i@ or prevent losses if the value of the posititeclines. However, such activities can esta
other positions designed to gain from those sameldpments, thereby offsetting the decline in takig of the position. Such transactions 1
also limit the opportunity for gain if the value @fposition increases. Moreover, it may not be iptes$o limit the exposure to a market
development that is so generally anticipated tHedging or other derivative transaction cannog¢ftered into at an acceptable price.

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

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

The governing agreements of our funds d¢omaly limited investment restrictions and onlgited requirements as to diversification of
fund investments, either by geographic region settype. During periods of difficult market condiits or slowdowns in these sectors or
geographic regions, decreased revenues, difficuloptaining access to financing and increasedifighdosts may be exacerbated by this
concentration of investments, which would resuloiwer investment returns. Because a significantigo of a fund's capital may be investe
a single investment or portfolio company, a lostwespect to such investment or portfolio compemyld have a significant adverse impac
such fund's capital. Accordingly, a lack of divéirsition on the part of a fund could adversely efffe fund's performance and therefore, our
financial condition and results of operations.

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

Our funds and accounts invest in a broadeaf asset classes throughout the corporateatapificture. These investments include
investments in corporate loans and debt securfiireserred equity securities and common equity Is&es. In certain cases, we may manage
separate funds or accounts that invest in diffepants of the same company's capital structureekample, our fixed income funds may invest
in different classes of the same company's debtremdmake debt investments in a company that isedviny one of our private equity funds.
In those cases, the interests of our funds anduatsanay not always be aligned, which could craataal or potential conflicts of interest or
the appearance of such conflicts. For example pboer private equity funds could have an intemregiursuing an acquisition, divestiture or
other transaction that, in its judgment, could emeathe value of the private equity investmentpetb@ugh the proposed transaction would
subject one of our fixed income fund's debt investta to additional or increased risks. Similarlgegision to acquire material non-public
information about a company while pursuing an itwvesnt opportunity for a particular fund or accomrgty give rise to a potential conflict of
interest when it results in our having to restifiet ability of other funds or accounts to take aantfon. Finally, our ability to effectively
implement a public securities strategy may be Bohito the extent that contractual obligations extténto in the ordinary course of our
traditional private equity business impose restitd on our engaging in transactions that we mapteeested in otherwise pursuing.

We may also cause different private eqfuityds to invest in a single portfolio company, éxample where the fund that made an initial
investment no longer has capital available to inv@enflicts may also arise where we make principa¢stments for our own account. In
certain cases, we will require that a transactiomestment be approved by an independent valuatipert, be subject to a fairness opinion,
be based on arms-length pricing data or be cakulliataccordance with a formula provided for imad’s governing documents prior to the
completion of the relevant transaction to addredsngial conflicts of interest. Such instancesundel principal transactions where we or our
affiliates warehouse an investment in a portfobmpany for the benefit of one or more of

39




Table of Contents

our funds or accounts pending the contributionashmitted capital by the investors in such fundaarounts, follow-on investments by a fund
other than a fund which made an initial investmarg company or transactions in which we arrangeife of our funds or accounts to buy a
security from, or sell a security to, another ohewr funds or accounts. In addition, we or ouiliaties may receive fees or other compensation
in connection with specific transactions that masegise to conflicts. Appropriately dealing witbrdlicts of interest is complex and difficult
and we could suffer reputational damage or potelwiaility if we fail, or appear to fail, to deappropriately with conflicts as they arise.
Regulatory scrutiny of, or litigation in connectiwith, conflicts of interest could have a mategédierse effect on our reputation which coul
turn materially adversely affect our business imuaber of ways, including as a result of an inabth raise additional funds and a reluctance
of counterparties to do business with us.

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

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

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

Following a U.S. Listing, we will be subjdo the reporting requirements of the Securitigshiange Act of 1934, or the Exchange Act,
requirements of the Sarbanes-Oxley Act of 2002herSarbanes-Oxley Act. These requirements ma @latrain on our systems and
resources. The Exchange Act will require that weedinnual, quarterly and current reports with respeour business and financial condition.
The Sarbanes-Oxley Act will require that we maimtifective disclosure controls and proceduresiatginal controls over financial reporting,
which are discussed below. In order to maintainiemmtove the effectiveness of our disclosure cdatamd procedures, significant resources
and management oversight will be required. We mglimplementing additional procedures and processdake purpose of addressing the
standards and requirements applicable to
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public companies. In addition, sustaining our glfowill also require us to commit additional managem operational and financial resources
to identify new professionals to join the firm atodmaintain appropriate operational and financjatams to adequately support expansion.
These activities may divert management's atterftmm other business concerns, which could havetanmahadverse effect on our business,
financial condition, results of operations and ctes. We may also incur costs that we have nevipusly incurred for expenses for
compliance with the Sarbanes-Oxley Act and rulethefSEC and the New York Stock Exchange, hirirgjtamhal accounting, legal and
administrative personnel, and various other cadtged to being a public company.

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

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

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

We are a limited partnership and as a tesnlld qualify for exceptions from certain corprgovernance and other requirements of the
rules of the New York Stock Exchange. Pursuanhésé exceptions, limited partnerships may, andhwend to, elect not to comply with
certain corporate governance requirements of the Xark Stock Exchange, including the requireme(ijshat the listed company have a
nominating and corporate governance committeeishmimposed entirely of independent directors; @hthat the listed company have a
compensation committee that is composed entirelgdgpendent directors. In addition, as a limitadership, we will not be required to hold
annual unitholder meetings. Accordingly, you wilitthave the same protections afforded to equitgdrsl of entities that are subject to all of
the corporate governance requirements of the Nexk $tock Exchange.
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Our founders are able to determine the outcome afyanatter that may be submitted for a vote of oimited partners.

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

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

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

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

The above modifications of fiduciary dutae expressly permitted by Delaware law. Henceameeholders of our common units will o
have recourse and be able to seek remedies againstanaging Partner if our Managing Partner breadts obligations pursuant to our
limited partnership agreement. Unless our Mana@agner breaches its obligations pursuant to mitdd partnership agreement, we and
holders of our common units will not have any rasewagainst our Managing Partner even if our Marggiartner were to act in a manner that
was inconsistent with traditional
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fiduciary duties. Furthermore, even if there hasrba breach of the obligations set forth in ouitkeh partnership agreement, our limited
partnership agreement provides that our Managimm&aand its officers and directors will not bablie to us or holders of our common units,
for errors of judgment or for any acts or omissiangess there has been a final and non-appealadgenent by a court of competent
jurisdiction determining that our Managing Partoeits officers and directors acted in bad faittengaged in fraud or willful miscondu
These provisions are detrimental to the holdexsuofcommon units because they restrict the remediaable to unitholders for actions that
without such limitations might constitute breacbésduty including fiduciary duties.

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

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

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

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

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

Even if an active U.S. trading market far ctommon units develops, the market price of ammon units may be highly volatile and
could be subject to wide fluctuations. In additithe trading volume in our common units may flugtuand cause significant price variation:
occur. If the market price of our common units dexd significantly, you may be unable to sell yoammon units at an attractive price, if at
all. The market price of our common units may fliate or decline significantly in the future. Sonfiehe factors that could negatively affect
the price of our common units or result in fluctaas in the price or trading volume of our commaitsiinclude:

. variations in our quarterly operating results atidbutions, which may be substanti
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. our policy of taking a long-term perspective on ingknvestment, operational and strategic decisiatéch is expected to
result in significant and unpredictable variatiam®ur quarterly returns;

. failure to meet analysts' earnings estimates;

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

. additions or departures of our principals and ok@gr management personnel,

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

. changes in market valuations of similar compar

. speculation in the press or investment commu

. changes or proposed changes in laws or regulatiodsfering interpretations thereof affecting dwrsiness or enforcement of
these laws and regulations, or announcementsrrgledithese matters;

. a lack of liquidity in the trading of our commonits

. adverse publicity about the asset management irydgeherally or individual scandals, specificaliyid

. general market and economic conditions.

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

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

Our common unit price may decline due to the largember of common units eligible for future sale arfdr exchange, and issuable
pursuant to our equity incentive plar

The market price of our common units caldgline as a result of sales of a large numbeowfnaon units in the market or the perception
that such sales could occur. These sales, or thplity that these sales may occur, also mighteritmore difficult for us to sell common
units in the future at a time and at a price thatdeem appropriate. Following the U.S. Listing,expect to have 204,902,226 common units
outstanding, excluding common units beneficiallyned by KKR Holdings in the form of KKR Group Pantsieip Units discussed below and
common units available for future issuance undeKR & Co. L.P. Equity Incentive Plan, which wdeeto as our Equity Incentive Plan. ,
of the common units distributed to KKR Guernseytboiders in the In-Kind Distribution will be freetyadable without restriction or further
registration under the Securities Act by persohgiothan our "affiliates.” See "Common Units Eligilor Future Sale."

KKR Holdings owns 478,105,194 KKR GrouptRarship Units that may be exchanged, up to fonesi each year, for our common units
on a one-for-one basis, subject to customary ceiverate adjustments for splits, unit distribu@nd reclassifications. Except for interests
held by our founders
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and certain interests held by other executivesvieae vested upon grant, interests in KKR Holditigg are held by our principals are subject
to time based vesting over a 5-year period or pevdmce based vesting and, following such vestiddit@nal restrictions on exchange for a
period of one or two years. The common units issyszh such exchanges would be "restricted secsifities defined in Rule 144 under the
Securities Act, unless we register such issuatesever, we will enter into a registration rightr@ement with KKR Holdings that will
require us to register these common units undeB#uwairities Act. The market price of our commortsinould decline as a result of the
exchange or the perception that an exchange may o€a large number of KKR Group Partnership Ufotsour common units. These
exchanges, or the possibility that these exchamgssoccur, also might make it more difficult forltéers of our common units to sell our
common units in the future at a time and at a phe¢ they deem appropriate.

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

Risks Related to Our Organizational Structure

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

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

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

. Our Managing Partner is allowed to take into actdlo@ interests of parties other than us in resglgonflicts of interest, whic
has the effect of limiting its duties, includinglficiary duties, to us. For example, our affilidtest serve as the general partners
of our funds have fiduciary and contractual obligas$ to our fund investors, and such obligationy wause such affiliates to
regularly take actions that might adversely affeat near-term results of operations or cash flowr anaging Partner will
have no obligation to intervene in, or to notifyafssuch actions by such affiliates;
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. Because our principals will indirectly hold theiKR Group Partnership Units through entities that@ot subject to corporate
income taxation and we will hold some of the KKRoGp Partnership Units through a wholly owned subsjtthat is taxable as
a corporation, conflicts may arise between ourgypials and us relating to the selection and strirgjuof investments, declaring
distributions and other matters;

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

. Our partnership agreement does not restrict ourddizig Partner from paying us or our affiliatesdoy services rendered, or
from entering into additional contractual arrangateavith any of these entities on our behalf, s@las the terms of any such
additional contractual arrangements are fair anadopable to us as determined under our partneagihggment. The conflicts
committee will be responsible for, among other disirenforcing our rights and those of our unithtddender certain agreemet
against KKR Holdings and certain of its subsidiai@ad designees, a general partner or limited gaainK KR Holdings, or a
person who holds a partnership or equity intereghé foregoing entities;

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

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

. Our Managing Partner controls the enforcement dgations owed to the KKR Group Partnerships bynd our affiliates; and

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

See "Certain Relationships and RelatedyPaetnsactions” and "Conflicts of Interest and [€iduy Responsibilities."

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

All of our Managing Partner's outstandingss A shares are held by our senior principalidigh the affirmative vote of a majority of
the directors of our Managing Partner is requiadainy action to be taken by our Managing Partierasd of directors, certain specified
actions approved
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by our Managing Partner's board of directors wilbaequire the approval of a majority of the Classhares of our Managing Partner. These
actions consist of the following:

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

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

. the adoption by us of a shareholder rights plan;

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

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

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

Group Partnerships;

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Risks Related to U.S. Taxation

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

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

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

Current law may change, causing us todetéd as a corporation for U.S. federal or statenre tax purposes or otherwise subjecting
entity level taxation. See "—Risks Related to KKBisiness—Legislation has been introduced in tf& Gongress in various forms that, if
enacted, (i) could preclude us from qualifying gmenership and/or (ii) could tax carried inter@strdinary income for U.S. federal income
tax purposes and require us to hold carried int¢hesugh taxable

51




Table of Contents

subsidiary corporations. If this or any similarildgtion or regulation were to be enacted and afiplys, we would incur a material increase in
our tax liability that could result in a reductionthe market price of our common units." Becauseidespread state budget deficits, several
states are evaluating ways to subject partnersbipatity level taxation through the impositionstéte income, franchise or other forms of
taxation. If any state were to impose a tax upoasuan entity, our distributions to you would béueed.

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

As long as 90% of our gross income for gaglable year constitutes qualifying income asragefiin Section 7704 of the Internal Revenue
Code and we are not required to register as arsiment company under the Investment Company Aet continuing basis, and assuming
there is no change in law, we will be treated,Jd8. federal income tax purposes, as a partneestdmot as an association or a publicly traded
partnership taxable as a corporation. As a real,S. unitholder will be subject to U.S. fedestiite, local and possibly, in some cases, fot
income taxation on its allocable share of our it@fimcome, gain, loss, deduction and credit (idolg its allocable share of those items of any
entity in which we invest that is treated as ampenghip or is otherwise subject to tax on a flovetigh basis) for each of our taxable years
ending with or within the unitholder's taxable yeaagardless of whether or when such unitholdegives cash distributions. See "—Risks
Related to KKR's Business—Legislation has beemdhtced in the U.S. Congress in various forms thahacted, (i) could preclude us from
qualifying as a partnership and/or (ii) could taxréed interest as ordinary income for U.S. fedarebme tax purposes and require us to hold
carried interest through taxable subsidiary corpana. If this or any similar legislation or regtitan were to be enacted and apply to us, we
would incur a material increase in our tax liagilihat could result in a reduction in the markeétgof our common units."

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

Although we expect that distributions wekeaahould be sufficient to cover a holder's takility in any given year that is attributable to
its investment in us, no assurances can be mathtbavill be the case. Accordingly, each holdeowd ensure that it has sufficient cash flow
from other sources to pay all tax liabilities.

Our interests in certain of our businesses will beld through an intermediate holding company, whietill be treated as a corporation for
U.S. federal income tax purposes; such corporatioill be liable for significant taxes and may creatgher adverse tax consequences, which
could potentially adversely affect the value of ocwmmmon units.

In light of the publicly traded partnershiges under U.S. federal income tax laws and atbguirements, we will hold our interest in
certain of our businesses through an intermedialidirig
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company, which will be treated as a corporationdd®. federal income tax purposes. This intermedialding company will be liable for U.S.
federal income taxes on all of its taxable incomeé applicable state, local and other taxes. Thessstwould reduce the amount of distribut
available to be made on our common units. In aoldjtihese taxes could be increased if the IRS weesaccessfully reallocate deductions or
income of the related entities conducting our besin

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

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

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

Certain of our investments may be in foneigrporations or may be acquired through a foreigssidiary that would be classified as a
corporation for U.S. federal income tax purposeghSan entity may be PFIC for U.S. federal incomepurposes. In addition, we may hold
certain investments in foreign corporations thatteeated as CFCs. Unitholders may experience se\£IS. tax consequences as a result of
holding an indirect interest in a PFIC or CFC. Tehasestments may produce taxable income pridnéaéceipt of cash relating to such
income, and unitholders that are U.S. taxpayenshgirequired to take such income into accountiteinining their taxable income. In
addition, gain on the sale of a PFIC or CFC matalzable at ordinary income rates. See "Material Begleral Income Tax Considerations—
U.S. Taxes—Consequences to U.S. Holders of Commmits-J-Passive Foreign Investment Companies” and éhtdtU.S. Federal Income
Tax Considerations—Consequences to U.S. Holde@ofmon Units—Controlled Foreign Corporations."

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

If you sell your common units, you will gnize a gain or loss equal to the difference betwbe amount realized and your adjusted tax
basis allocated to those common units. Prior @istions to you in excess of the total net taxahd®ine allocated to you will have decreased
the tax basis in your common units. Therefore, ®xadess distributions will increase your taxableger decrease your taxable loss, when the
common units are sold and may result in a taxagie gven if the sale price is less than the originat. A portion of the amount realized,
whether or not representing gain, may be ordinacgrine to you.

Unitholders may be allocated taxable gain on thepibsition of certain assets, even if they did nioae in the economic appreciation
inherent in such assets.

We and our intermediate holding company el allocated taxable gains and losses recogtigede KKR Group Partnerships based
upon our percentage ownership in each KKR GroumBeship. Our share of such taxable gains and dagseerally will be allocated pro rata
to our unitholders. In some circumstances, undetts. federal income tax rules affecting part@ed partnerships, the taxable gain or loss
allocated to a unitholder may not correspond tt ting¢holder's share of the economic appreciatiotdepreciation in the particular asset. Th
primarily an issue of the timing of
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the payment of tax, rather than a net increasaxtiability, because the gain or loss allocatiomid generally be expected to be offset as a
unitholder sold units.

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

We may be, or may become, engaged in atth&e or business for U.S. federal income tax @sgp, including by reason of investments
in U.S. real property holding corporations, in whizase some portion of its income would be treateeffectively connected income with
respect to non-U.S. holders, or ECI. To the exbemtincome is treated as ECI, non-U.S. unitholdenserally would be subject to withholding
tax on their allocable share of such income, wdaddequired to file a U.S. federal income tax mefiar such year reporting their allocable
share of income effectively connected with suctérar business and any other income treated asda@vould be subject to U.S. federal
income tax at regular U.S. tax rates on any suchnte (state and local income taxes and filings aisy apply in that event). Non-U.S.
unitholders that are corporations may also be stibgea 30% branch profits tax on their distribn8of such income. In addition, distributions
to non-U.S. unitholders that are attributable ®dhle of a U.S. real property interest may alssuiigect to 30% withholding tax. Also, non-
U.S. unitholders may be subject to 30% withholddmgallocations of our income that are U.S. soupcedfor determinable annual or periodic
income under the Internal Revenue Code, unlesgamm@ion from or a reduced rate of such withholdipglies and certain tax status
information is provided.

Tax-exempt entities face unique tax issues from dgmgncommon units that may result in adverse tax g@guences to them.

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

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

Because we cannot match transferors andfesgees of common units, we will adopt deprecmtamortization and other tax accounting
positions that may not conform with all aspectexisting Treasury regulations. A successful IRSlehge to those positions could adversely
affect the amount of tax benefits available to wnitholders. It also could affect the timing of $ketax benefits or the amount of gain on the
of common units and could have a negative impachervalue of our common units or result in audftand adjustments to our unitholders'
returns.

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

We will be considered to have been terneiddbr U.S. federal income tax purposes if thei@ sale or exchange of 50% or more of the
total interests in our capital and profits withidZzmonth period. A termination of our partnersiipuld, among other things, result in the
closing of our taxable year for all unitholderseS#laterial U.S. Federal Tax Considerations" fateacription of the consequences of our
termination for U.S. federal income tax purposes.
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Holders of our common units may be subject to stated local taxes and return filing requirements asresult of owning such units

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

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

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

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

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

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

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

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

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

The partnership agreements of the KKR Gieagnerships provide for cash distributions, whdoh referred to as tax distributions, to the
partners of such partnerships if our Managing Rardetermines that the taxable income of the ralepartnership will give rise to taxable
income for its partners. We expect that the KKRupr&artnerships will make tax distributions onhithie extent distributions from such
partnerships for the relevant year were otherwisefficient to cover such tax liabilities. Geneyathese tax distributions are expected to be
computed based on an estimate of the net taxatbena of the relevant partnership allocable to éngamultiplied by an assumed tax rate
equal to the highest effective marginal combine8.Wederal, state and local income tax rate presdrfor an individual or corporate resider
New York, New York (taking into account the r-deductibility of certain expenses and the charawteur income). A portion of any such tax
distributions received by us, net of amounts usedus subsidiaries to pay their tax liability, ispected to be distributed by us. Such amounts
are generally expected to be sufficient to perm8.Urolders of KKR Group Partnership Units to fuhelir estimated U.S. tax obligations
(including any federal, state and local income $xeith respect to their distributive shares ofinebme or gain, after taking into account any
withholding tax imposed on us. There can be norasse that, for any particular unitholder, suchribstions will be sufficient to pay the
unitholder's actual U.S. or non-U.S. tax liability.
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The actual amount and timing of distribntare subject to the discretion of the board ifatidrs of our Managing Partner, and there can
be no assurance that distributions will be madetasnded or at all. In particular, the amount amdrtg of distributions will depend upon a
number of factors, including, among others, outilalée cash and current and anticipated cash nésdading funding of investment
commitments and debt service and repayment obtigsitigeneral economic and business conditionsstoategic plans and prospects; our
results of operations and financial condition; oapital requirements; legal, contractual and reégwyarestrictions on the payment of
distributions by us or our subsidiaries, includiegtrictions contained in our debt agreements saieti other factors as the board of directors of
our Managing Partner considers relevant.
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CAPITALIZATION

The following table presents our consokdiatash and cash equivalents and capitalizatioh Recember 31, 2009. You should read this
information together with the information includel$ewhere in this prospectus, including the infdiomaset forth under "Organizational
Structure,” "Unaudited Pro Forma Financial Inforimat' and "Management's Discussion and Analysisin&ncial Condition and Results of
Operations" and the accompanying financial statésnamd related notes thereto.

December 31, 200
($ in thousands)

Cash and Cash Equivalel $ 546,73¢
Cash and Cash Equivalents Held at Consolidatediés 282,09:
Restricted Cash and Cash Equivale 72,29¢
Total Cash, Cash Equivalents and Restricted ¢ $ 901,12¢

Debt Obligations $ 2,060,18!
Noncontrolling Interests in Consolidated Entit $ 23,275,27
Noncontrolling Interests Attributable to KKR Holdjs 3,072,36!
Group Holdings Partners' Capi 1,012,65!
Accumulated Other Comprehensive Inca 1,19:
Total Group Holdings Partners' Capital $ 1,013,84!

Total Capitalizatior $ 29,421,66

(1)  Total Group Holdings partners' capital reflectsydile portion of equity attributable to Group Haolgs (reflecting
KKR Guernsey's 30% interest in our Combined Busijiaad differs from partners' capital reported ae@ment basis
primarily as a result of the exclusion of the faling items from our segment presentation: (i) thpact of income taxes;
(i) charges relating to the amortization of intdolg assets; (iii) non-cash equity based chargas;(@) allocations of
equity to KKR Holdings. For a reconciliation to t#4,152.9 million of partners' capital reportedsosegment basis,
please see "Management's Discussion and Analy$isahcial Condition and Results of Operations—SeagnPartners’
Capital." KKR Holdings' 70% interest in our ComhihBusiness is reflected as noncontrolling interbstd by
KKR Holdings and is not included in total Group Hiolgs partners' capite
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THE U.S. LISTING

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

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

In-Kind Distribution

Following the date on which the registratigtatement of which this prospectus forms a gadeclared effective and our common units
have been approved for listing and trading on therNork Stock Exchange, subject in each case tbcape laws, rules and regulations,
holders of KKR Guernsey units will receive one af gommon units for each KKR Guernsey unit theydhtlpon completion of the In-Kind
Distribution, KKR Guernsey will be dissolved andisied from Euronext Amsterdam.

You should note that holders of KKR Guegngeits will receive our common units in the In-idiDistribution only if they hold
KKR Guernsey units when the U.S. Listing becomésceifze. Accordingly, if you have sold your KKR Gueey units on or prior to the
distribution date but your transaction has not besgtied at or prior to such time, you will be &atl to receive our common units. If, however,
you sell your KKR Guernsey units at or prior to thistribution and your transaction has settled teefch time, the purchaser of the K
Guernsey units, and not you, will be entitled toeige our common units distributable with respedhe KKR Guernsey units you sold.
Because the assets of KKR Guernsey consist sdidélly interests in our Combined Business, the InekDistribution will result in the
dissolution of KKR Guernsey and a delisting ofuitéts from Euronext Amsterdam. To preserve a trgqdiarket for interests in our Combined
Business, the Iikind Distribution is conditioned upon our commornitarbeing approved for listing on the New York $t@&xchange subject
official notice of issuance.

Material U.S. Federal Income Tax Consequences ofefDistribution
See "Material U.S. Federal Tax Considerstian this prospectus.
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Listing and Trading of our Common Units

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

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

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

. the common units to be issued to KKR Guernsey astdlilited in the In-Kind Distribution shall haveédn approved for listing
on the New York Stock Exchange subject to officiatice of issuance;

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

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

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

. KKR Guernsey shall have received a customary carféter and negative assurance letter relatirigfermation contained i

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

KKR Guernsey Units

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

Trading Price

The table below shows the closing priceKiKR Guernsey units on Euronext Amsterdam at tesesbf the regular trading session on
(i) July 17, 2009, the last trading day before puilic announcement of the Combination Transacfign®ctober 1, 2009, the date of the
completion of the Combination Transaction, and Miarch 11, 2010, the most recent trading day foiclv closing prices were available.

KKR Guernsey

Date Closing Price

July 17, 200¢ $ 5.3¢
October 1, 200! $ 9.4%
March 11, 201( $ 11.12
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The table below shows the historical high bow intraday sale prices of KKR Guernsey un@seported on Euronext Amsterdam.

KKR Guernsey

Units ($)

Calendar Quarter High Low
2007

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

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

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

First Quarter (through March 11, 201 11.2¢ 8.4¢

Distribution History

On February 24, 2010, it was announceddldistribution of $0.08 per KKR Guernsey unit, jgabto applicable withholding taxes, will
be payable on or about March 25, 2010 to KKR Guarnsitholders of record as of the close of busirmsMarch 11, 2010. On August 10,
2007, KPE's general partner declared a distribwfdB0.24 per unit, or $49.1 million, to KPE unittiers of record as of the close of business
on August 31, 2007. The $0.24 per unit distributicas paid to unitholders on or about Septembe@@7. On November 15, 2006, KPE's
general partner declared a distribution of $0.10upét, or $38.9 million, to KPE unitholders of mrd immediately prior to the opening of
business in Amsterdam on December 1, 2006. Thé$@®d unit distribution was paid to unitholdersarrabout December 15, 2006.

Holders

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

As of March 10, 2010, our principals hefgpheoximately 1.4% of KKR Guernsey's outstandingsuttirough two affiliated holding
vehicles. In addition, as of such date an investrierd managed by us held approximately 2.3% of KBirRernsey's outstanding units. No
other director of KKR Guernsey beneficially owny dKR Guernsey units. Upon completion of the U.&ting, these vehicles and funds will
receive our common units in exchange for the KKRe@sey units they hold on the same terms as theg 8tiR Guernsey unitholders.
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ORGANIZATIONAL STRUCTURE

The following diagram illustrates the owst@p and organizational structure that we will hapen the completion of the U.S. Listing and
In-Kind Distribution.

Moty KKR Mana
gement LLC .
Independarn! : KKR Senior Principais
Ohrksings { {Managing Parinar)

Public
Unitholders

GP (No !
Economics)? KKR Holdings LLP. KER Frincipals

rF 3
,//1;;‘;'

KKR & Co, LP, Units™
NYSE: KKR
{Issuar)

LP To0s

KKR Group Holdings L P.

100%
GP30%
KKR Management Holdings
Gurp.“
e 15 L)
GP 30% LP 70% LP 705
KKR Group KKA Ma.na.g&mﬂm Holdings R
Partnarships KK Fund Holdings LP, p Carry Pool
40%
General Pariners of Private
KKRA Businass’” Managemant Companies Principal Assets Equity and Co-Investment
Capital Markets Funds

Notes:

Q) KKR Management LLC serves as our general partngéy @aha result, controls our business and affdk® Management LLC does n
hold any economic interests in our partnership.

2) Upon completion of the U.S. Listing and In-Kind Bibution, public unitholders will hold 204,902,226 our fully diluted common
units, representing a 30% interest in our CombiBesiness.

3) Upon completion of the U.S. Listing and In-Kind DBibution, KKR Holdings will hold special voting its in our partnership that will

entitle it to cast, with respect to those limitedttars that may be submitted to a vote of our widirs, a number of votes equal to the
number of KKR Group Partnership Units that it hdidsn time to time.
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4) We will hold our KKR Group Partnership Units in KKiRanagement Holdings L.P. through KKR Managementiigs Corp., which
is subject to taxation as a corporation for U.8efal income tax purposes. Accordingly, our alldeahare of the taxable income of
KKR Management Holdings L.P. will be subject todtan at a corporate rate. Except for KKR Managerkaidings Corp. and certa
of our foreign subsidiaries that are taxable apaa@tions for U.S. federal income tax purposespfatiur subsidiaries are treated as
partnerships or disregarded entities for U.S. faldacome tax purposes.

(5) KKR Holdings holds 478,105,194 KKR Group Partngpstiits, representing a 70% interest in our ComdbiBasiness. KKR Group
Partnership Units that are held by KKR Holdings exehangeable for our common units on a one-forbasés, subject to customary
conversion rate adjustments for splits, unit disttions and reclassifications and compliance withliaable lock-up, vesting and
transfer restrictions. As limited partner interetiese KKR Group Partnership Units are non-votind do not entitle to KKR Holdings
to participate in the management of our businedsaffiairs.

(6) Carry pool allocations represent allocations ofiedrinterest received from our investment fundd earry paying c-investmen
vehicles. No carried interest has been allocatehl rgspect to co-investments and privately negediatvestments acquired from KPE
in the Combination Transaction.

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

Our Combined Business

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

Reorganization Transaction

The reorganization of our asset manageimesiness into a holding company structure involzemntribution of equity interests in our
business that were held by our principals to theRKBroup Partnerships in exchange for newly issuéR Ksroup Partnership Units that are
held by KKR Holdings. The KKR Group Partnership tdneceived by KKR Holdings represent a 70% intaresur Combined Business. Our
principals did not receive any cash in connectidh #heir contribution of equity interests to th&&R Group Partnerships.

Combination Transaction

Concurrently with the Reorganization Trantigms, we completed our acquisition of the asartsliabilities of KKR Guernsey in the
Combination Transaction. Pursuant to the Combinali@nsaction, KKR Guernsey contributed all ofsissets and liabilities to the KKR Grc
Partnerships in exchange for newly issued KKR Gieagnership Units that are held by KKR Guernsegugh Group Holdings. These KKR
Group Partnership Units represent a 30% interestiirCombined Business. Upon completion of the Goation Transaction, KKR Guernsey
changed its name from KKR Private Equity Investar®, to KKR & Co. (Guernsey) L.P. and, effective ©ctober 2, 2009, changed the ticker
symbol for its units on Euronext Amsterdam from H&Ro "KKR."
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The Combination Transaction did not invallte payment of any cash consideration or involveféering of any newly issued securitie:
the public, and KKR Guernsey unitholders' continteetold KKR Guernsey units. Until the U.S. Listingd In-Kind Distribution, KKR
Guernsey units will remain subject to the sameirgins on ownership and transfers that appliédrfgo the completion of the Combination
Transaction.

U.S. Listing and In-Kind Distribution

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

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

Our Managing Partner

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

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

Group Holdings

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

Each KKR Group Partnership has an identicahber of partner interests and, when held togetime Class A partner interest in each of
the KKR Group Partnerships together representéti® Group Partnership Unit. Upon completion of thes. Listing and In-Kind
Distribution, we will hold KKR Group Partnership itsrepresenting a 30% economic interest in the I@oed Business and our principals \
hold KKR Group Partnership Units representing a #3nomic interest in the Combined Business. KKBuBrPartnership Units that are h
by KKR Holdings are exchangeable for our commortsuoin a one-for-one basis, subject to customaryersion rate adjustments for splits,
unit distributions and reclassifications and comupdie with applicable lock-up, vesting and transéstrictions.

Components of Our Business Owned by the KKR Group &tnerships
Following the completion of the Transactipaxcept for interests described below, the KKRRupgrPartnerships own:

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

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

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

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

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

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

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

. noncontrolling economic interests that allocateddain of our former principals and their designagortion of the carrie

interest received by the general partners of owap® equity funds that was allocated to them wétspect to private equity
investments made during such former principals’iptes tenure with our firm;
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. noncontrolling economic interests that allocateddain of our current and former principals altloé capital invested by or on
behalf of the general partners of our private gaiuihds before the completion of the Transactiam®gtober 1, 2009 and any
returns thereon as well as any realized carriegtest distributions that had actually been recebugichot distributed by the
general partners prior to the Transactions; and

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

The interests described in the immedigtegceding bullets (other than interests in the gerpartners of the 1996 Fund) are referred to as
the Retained Interests. The Retained Interesteeflexted in our financial statements as noncolirigpinterests even though these interests are
not part of the Combined Business. Except for ta@Red Interest in our capital markets busindsse interests generally are expected to run
off over time, thereby increasing the interestthefKKR Group Partnerships in the entities that pose our business.

KKR Holdings

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

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

The interests that these individuals holkKKR Holdings will be subject to transfer restiacts and, except for interests held by its
founders and certain interests that were vestedh\ghented, time and/or performance based vestipginements. The transfer restriction pe
will last for a minimum of (i) one year with respi¢o one-half of the interests vesting on a vestiate and (ii) two years with respect to the
other one-half of the interests vesting on suchingslate. While employed by our firm, our persdrare also subject to minimum retained
ownership rules that require them to continuouslig lat least 25% of their cumulatively vested iatts.

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

Equity Incentive Plan

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

Exchange Agreement

We are a party to an exchange agreemehtkid{R Holdings pursuant to which KKR Holdings anetain of the transferees of its KKR
Group Partnership Units may, up to four times egdr, exchange KKR Group Partnership Units heltheyn (together with corresponding
special voting units in our partnership) for ourraoon units on a one-for-one basis, subject to costy conversion rate adjustments for splits,
unit distributions and reclassifications. At oue@lon, we may settle exchanges of KKR Group Pestrig Units with cash in an amount equal
to the fair market value of the common units thatild otherwise be deliverable in such exchangesel€lect to settle an exchange of KKR
Group Partnership Units with cash, the net asdateedKKR Group Partnerships will decrease and wkecancel the KKR Group Partnership
Units that are acquired in the exchange, which re#lult in a corresponding reduction in the nundfdully diluted common units and special
voting units that we have outstanding following éxehange. As a result of the cancellation of thk&kRkKGroup Partnership Units that are
acquired in the exchange, our percentage ownedshiipe KKR Group Partnerships will increase and KK&dings' percentage ownership v
decrease.

Tax Receivable Agreement

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

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

The following unaudited pro forma statemeidperations for the year ended December 31, 808% effect to the Transactions and
certain other arrangements entered into in conmeetith the Transactions as if the Transactionssamth arrangements had been completed as
of January 1, 2009. Because the Transactions datgdearrangements were completed on October B,208ir impact is fully reflected in our
statement of financial condition as of December28)9. Accordingly, we have not included a pro farstatement of financial condition.

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

This unaudited pro forma financial inforimatis included for informational purposes only atags not purport to reflect the results of
operations that would have occurred had the Traiosescand the related arrangements described admeered on the dates indicated or had
we operated as a public company during the pepoelsented or for any future period or at any futiate. You are cautioned not to place
undue reliance on this information. You should reas information in conjunction with "OrganizatiainStructure,” "Management's Discussion
and Analysis of Financial Condition and Result©gpierations" and the financial statements and rlat¢es included elsewhere in this
prospectus.

Consolidation

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

Reorganization Transactions

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

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

. the compensation and equity ownership of our ppalsi, and certain operating consultants and otlesopnel, who hold

interests in KKR Holdings that are subject to wggtind may receive distributions or payments trebarne by KKR Holdings;
. the allocation of carried interest to our princgadther professionals and selected other indivédas part of our carry pool; and
. the retention by our principals of responsibility Elawback obligations relating to carry distriloais received prior to the

Transactions up to a maximum of $223.6 million.

We have made adjustments relating to thessmgements in the following unaudited pro forinaricial information to the extent that
information relating to such matters is currenthpitable and objectively determinable as if sudlaagements had been completed as of
January 1, 2009.

Combination Transaction

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

Public Company Expenses

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

Unaudited Pro Forma Consolidated and Combined Stateent of Operations

Revenues
Fees

Expenses

Employee Compensatior
and Benefits

Occupancy and Related
Charges

General, Administrative
and Othel
Fund Expense

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

Dividend Income

Interest Incomi
Interest Expens

Total Investment
Income (Loss)
Income (Loss) Before

Taxes

Income Taxe:

Net Income (Loss)

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

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

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

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

For the Year Ended December 31, 2009

(Amounts in thousands, except per unit data)

Adjustments
Reorganization for Allocation
Other Combination to KKR
Historical Adjustments Adjustments Transaction Holdings Pro Forma
$ 331,27 % 3,10¢(a) $ — % — 3 — % 334,37
(c)
(e)
®
(9
838,07: — 258,744h) — — 1,096,82
38,01: — — — — 38,01:
(d)
) (e)
264,39t (222(a) 875(i) — — 265,04¢
55,22¢ — 1,154e) — — 56,38:
1,195,711 (222) 260,77¢ — — 1,456,261
) .

7,505,00! (251,701(a) (100,260(j) — — 7,153,04.
186,32« (17,851(a) — — — 168,47:
142,11 (3,04%(a) — — — 139,07
(79,63¢) — — — — (79,63%)

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

6,889,36! (269,26°) (361,039) — — 6,259,06:
36,99¢ — 46,46¢(k) 83,46«

6,852,37 (269,26°) (407,50 — 6,175,601

()

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

(116,69¢) — — — 857,27¢(m) 740,58(

$ 849,68! $ (227,109 $ (407,509 $ 882,13t $ (857,270 $ 239,93:
$ 1.1%(n)
$ 1.1%(n)
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NOTES TO UNAUDITED PRO FORMA FINANCIAL INFORMATION

(All Dollars in Thousands)

Reorganization Adjustments

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

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

@

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

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

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

Reflects the elimination of the financial resulfgtee general partners of the 1996 Fund, becawsKKR Group Partnerships did not
acquire an interest in those general partnersim@ction with the Reorganization Transactions. €hgeneral partners are entitled to
carried interests that allocate to them a percentdghe net profits generated on the fund's immests, subject to certain requirements.
The funds also pay management fees to us in exeHfangnanagement and other services.

The elimination of the financial results of the geal partners of the 1996 Fund resulted in (i)rdwognition of $3,106 of fees from
management fees paid by the 1996 Fund that hadddeeinated in consolidation as an inter-compaaysaction, (i) elimination of
$222 of expenses, (iii) elimination of $251,701nef gains (losses) from investment activities élnination of $17,851 of dividend
income, (v) elimination of $3,043 of interest ino@iand (vi) elimination of $202,105 of net incomgiltitable to noncontrolling
interests in consolidated entities, because thesesiare no longer reflected in our consolidatedricial statements.

The following table illustrates the linerits in the statement of operations affected byxetision of the 1996 Fund:

For the Year

ended
December 31, 2009

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

noncontrolling interests in consolidated

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

Holdings $ (67,167)
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NOTES TO UNAUDITED PRO FORMA FINANCIAL INFORMATION  (Continued)
(All Dollars in Thousands)
Reorganization Adjustments (Continued)

(b) Because capital investments made by or on behaffeofleneral partners of our private equity furall®iving the completion of th
Reorganization Transactions are held by the KKRu@artnerships, no pro forma adjustments have inegie to the pro forma
statements of operations to exclude the finanesilts of any capital investments made on or déievary 1, 2009. The exclusion of
such results related to investments made priocamoidry 1, 2009 and other adjustments for Retaintnldsts resulted in an increase to
net income (loss) attributable to noncontrollintenests in consolidated entities of $159,947.

Other Adjustments
Equity-based Payments

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

Except for any interests in KKR Holdingatlvested on the date of grant, interests in KKRIgs that time vest will vest in installments
over a five-year period from the grant date. Irgese¢hat are subject to performance based vedtitggia may be subject to additional time
based vesting requirements that begin when perfoceneriteria have been met. The transfer restrigtieriod will last for a minimum of (i) or
year with respect to o-half of the interests vesting on any vesting daté (ii) two years with respect to the other oné-bigthe interests
vesting on such vesting date.

(c) KKR Holdings Principal Units —Interests in KKR Holdings received by principalsgyrise to periodic employee compensa
charges in our statement of operations based ogr#m-date fair value of $9.35 per unit. For ietgs that vested on the grant date,
compensation expense is recognized on the datenf hased on the fair value of a unit (determingidg the closing price of KKR
Guernsey units) on the grant date multiplied byrthmber of vested interests.

Compensation expense recognized on unvested itgéndSKR Holdings is calculated based on the Yailue of a unit (determined
using the closing price of KKR Guernsey units) ba grant date, discounted for the lack of partiqrarights in the expected
distributions on unvested interests, which ranges f1% to 32%, multiplied by the number of unvestddrests on the grant date.
Additionally, the calculation of compensation expemn unvested interests assumes a forfeiturefaie to 3% annually based upon
expected turnover by employee class.

The net pro forma adjustment to employee compessatd benefits relating to KKR Holdings principalits was $190,411, compris
of the inclusion of $465,206 of recurring periodasting charges and the exclusion of $274,795 ofrecurring grant date vesting
charges.

(d) KKR Holdings Operating Consultant Units —Interests in KKR Holdings granted to operating adtants give rise to periodic gene
administrative and other charges in our statemkoperations. For interests that vested on thetgtate, expense is recognized on the
date of grant based on the fair value of a unite(oheined using the closing price of KKR Guernseita)ron the grant date multiplied by
the number of vested interests.
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NOTES TO UNAUDITED PRO FORMA FINANCIAL INFORMATION  (Continued)

(All Dollars in Thousands)

Other Adjustments (Continued)

()

(f)

General, administrative and other expense recodrinaunvested units is calculated based on thev&hire of an interest in KKR
Holdings (determined using the closing price of KRernsey's units) on each reporting date and qubsdy adjusted for the actual
fair value of the award at each vesting date. Adicglly, the measured value of these interestsnwiilbe finalized until each vesting
date. Additionally, the calculation of the compeimaexpense assumes a forfeiture rate of up t@Batially based upon expected
turnover by class of operating consultant.

The net pro forma adjustment to general, admirisgand other expense relating to KKR Holdings @fiag Consultant Units was
$(2,994) comprised of the inclusion of $56,47 7exfurring periodic vesting charges and the exclusfd#b9,471 of non-recurring grant
date vesting charges.

Profit Sharing Charges—We have implemented profit sharing arrangementsdioiprincipals and certain operating consulti

working in our businesses and across our diffeppstations that are designed to appropriately ggnfiormance and compensation.
Subsequent to the Transactions, with respect t@active and future funds and vehicles that profdecarried interest, we will allocate
to our principals, and certain operating consuttanportion of the carried interest earned in iatetio these funds as part of our carry
pool. As it relates to the profit sharing arrangatneith our employees, these amounts are accodoters compensatory in conjunction
with the related carried interest income and reedrals compensation expense. As it relates to tfe pharing arrangement with cert
operating consultants, these amounts are accoforté@dthe same manner, but classified as generairgstrative and other expense.

The net pro forma adjustment related to the allonatto our carry pool was (i) $(25,088) to empyempensation and benefits
expense comprised of the inclusion of $101,98%ofirring carry pool allocations and the exclusib#127,071 of non-recurring
charges associated with establishing the carry @dmtation on October 1, 2009; and (ii) $(627yemeral, administrative and other
expense comprised of the inclusion of $2,549 ofiméieg carry pool allocations and the exclusior$8f176 of non-recurring charges
associated with establishing the carry pool allocadn October 1, 2009.

In addition, we have historically allocated a patege of carry to a profit sharing plan for ouretkmployees and advisors. These
charges have historically been borne by us and bega recorded in employee compensation and befiefiamounts due to employt
and general administrative and other expense aF éxpenses for amounts due to advisors. Subsetjuthrg Transactions, the costs
associated with this plan will be borne pro-rateahy respective parties receiving the carried @gierAs such, a non-recurring benefit
related to the pro rata share of the liability botne by us was recorded in the correspondingtigmas in the statement of financial
condition and statement of operations.

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

Discretionary compensation and discretionary allocéons —Certain principals who hold interests in KKR Holggare expected
be allocated, on a discretionary basis, distrimgiceceived by KKR Holdings on KKR Group Partnepddhits. These discretionary
amounts are expected to be made annually and ieguincipals receiving amounts in excess of thested equity interests.
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(All Dollars in Thousands)
Other Adjustments (Continued)

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

These compensation charges amounted td&%6or the year ended December 31, 2009.

(9) Other compensation adjustment—Historically, our employee compensation and bese&fitpense consisted of base salaries
bonuses paid to employees who were not our seniwgipals. Payments made to our senior principattuded partner distributions
which were accounted for as capital distributidf@lowing the completion of the Transactions, dlbar senior principals and other
employees receive a base salary that is paid lpdsiccounted for as employee compensation anditsezxpense. Our employees are
also eligible to receive discretionary cash bonisesed on performance criteria, our overall prbfiity and other matters.

The pro forma adjustment to reflect the exclusiboestain employee bonuses and the inclusion absgmincipals' salaries amountec
$(12,750).

(h) KKR Holdings Equity Plan —In connection with the Transactions, 10,245,05%ieted equity units were granted by KKR Holding
our employees and advisors. The vesting of thesiyegnits is contingent on our common units beaagisted and traded on the New
York Stock Exchange or another U.S. exchange. A3smember 31, 2009, this contingency had not oeduaind accordingly, no
compensation expense was recorded in our histdiaicial statements. On a pro forma basis, theseds were accounted for as
equity awards assuming a share price equal tofHaKR Guernsey units on the grant date of $9.35.

The expense related to the vesting of equity awaralsted to employees is reflected as employee ensgtion and benefits expense on
a graded basis assuming a forfeiture rate of 3%@&r and amounted to $45,427.

® Reflects the inclusion of general, administratine ather expenses incurred by KKR Guernsey in theumt of $3,888.
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(All Dollars in Thousands)

Other Adjustments (Continued)

0

(k)

The following table summarizes the effects of theeo pro forma adjustments described in notes (§)abve on employee
compensation and benefits expense, general, adrainis and other expense, and fund expense ist#tement of operations:

Employee Compensation and Benefit
Adjustments
(c) Net impact of vesting of employee units in KKI

Holdings $ 190,41:
(e) Net impact of allocation to carry pc (25,089
(e) Net impact of profit sharing adjustme 4,26¢

(f) Discretionary compensation and discretion

allocation of distributions on Group Partnership

Units received by KKR Holding 56,48(
(g) Net impact of exclusion of certain employ

bonuses and the inclusion of senior principals’

salaries (22,750
(h) Nor-cash charges related to vesting of restri
equity units 45,427
Total pro forma adjustment to employ
compensation and benefits expe $ 258,74

General Administrative and Other Adjustments
(d) Net impact of vesting of operating consultanits

in KKR Holdings $ (2,999
(e) Net impact of allocation to carry pc (627)
(e) Net impact of profit sharing adjustme 60¢
(i) Addition of KKR Guernsey expens 3,88¢

Total pro forma adjustment to general administe
and other expens $ 87t
Fund Expenses Adjustment:
(e) Net impact of profit sharing adjustme $ 1,15/

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

Based on the terms of the Transaction, our priteigamain responsible for a portion of the clawbabkgation relating to carry
distributions received prior to the Transactiongap maximum of $223.6 million. As a result ofstlirrangement, we have recorded an
adjustment of $(100,260) to offset the income assed with the decrease in the clawback liabil#tlais liability is an obligation of o1
principals and not us.

We have historically operated as a group of pastiips for U.S. federal income tax purposes anthércase of certain entities located
outside the United States, corporate entitiesdogifin income tax purposes. Because most of thigesrih our consolidated group are
taxed as
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(All Dollars in Thousands)

Other Adjustments (Continued)

partnerships, our income is generally allocate@mnal the resulting tax liability is generally botmg our partners and we generally are
not taxed at the entity level.

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

The amount of the adjustment reflects the diffeednetween the actual tax provision for the histdrarganizational structure and the
estimated tax provision that would have resulteditha Transactions been effected on January 1,. 2008 amounted to $(2,783) of
foreign and unincorporated business taxes and 8@%Pstate and federal taxes.

For a discussion of pending legislation that magcprde us from qualifying for treatment as a paghip for U.S. federal income tax
purposes, see "Risk Factors—Risks Related to OsimBas—Legislation has been introduced in the Odhgress in various forms
that, if enacted, (i) could preclude us from quartify as a partnership and/or (ii) could tax cariigerest as ordinary income for U.S.
federal income tax purposes and require us to ¢enided interest through taxable subsidiary corpiona. If this or any similar
legislation or regulation were to be enacted amlyaip us, we would incur a material increase in @ liability that could result in a
reduction in the market price of our common units."

Adjustments for the Combination Transaction

o

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

Allocation to KKR Holdings

(m)

Reflects the inclusion of new noncontrolling int&gein consolidated entities representing the KKBU@ Partnership Units that are h
by KKR Holdings subsequent to the completion of Th@nsactions on October 1, 2009. For the yearc&ebadeember 31, 2009, on a |
forma basis, the inclusion of these noncontrollintgrests resulted in net charges accounted fooasontrolling interests held by KKR
Holdings of $857,276.
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(All Dollars in Thousands)

Determination of Earnings Per Common Unit

(n) Pro forma basic and diluted net income per commutwvere computed in the following mann

Year Ended
December 31, 2009
Basic and Diluted

Net income available to holders of comn

units $ 239,93
Total common units outstandil 204,902,222
Net income per common ur $ 1.17

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

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

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

For the year ended December 31, 2009, we haveriessilentical basic and fully diluted earnings pett as the assumed exchange
was anti-dilutive.

Pro Forma Segment Results

We operate through three reportable busisegments. These segments are differentiated nilsirog their investment focuses and
strategies and consist of Private Markets, Pubkeckdts, and
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(All Dollars in Thousands)

Pro Forma Segment Results (Continued)

Capital Markets and Principal Activities. The follmg table presents the financial data for our riglile segments on a pro forma basis for the
year ended December 31, 20

Capital
Markets and
Private Public Principal Total
Markets Markets Activities Reportable
Segment Segment Segment Segments
Fees
Management and incentive fe:
Management fee $ 387,11 $ 50,60 $ — $ 437,71
Incentive fee: — 4,472 — 4,472
Management and incentive fe 387,11 55,07¢ — 442,18t
Monitoring and transaction fee
Monitoring fees 158,24: — — 158,24
Transaction fee 57,69¢ — 34,12¢ 91,82¢
Fee credits(1 (73,909 — — (73,909
Net monitoring and transaction fe 142,04: — 34,12¢ 176,17(
Total fees 529,15! 55,07¢ 34,12¢ 618,35¢
Expense:
Employee compensation and bene 136,46! 22,67 9,45t 168,59°
Other operating expens 175,73¢ 20,58} 6,021 202,34
Total expense 312,20: 43,26¢ 15,47¢ 370,94
Fee Related Earnings 216,95: 11,81: 18,65 247,41°
Investment income (los:
Gross carried intere 602,42 — — 602,42
Less: allocation to our carry pool( (153,82) — — (153,82)
Less: management fee refunds (22,720 — — (22,720
Net carried interes 425,88 — — 425,88
Other investment income (los 20,62 (5,259 1,267,971 1,283,33!
Total investment incom 446,50: (5,259  1,267,97! 1,709,21!
Income (Loss) before noncontrolling intere
in Income of consolidated entiti 663,45: 6,55:% 1,286,62! 1,956,63!
Income (Loss) attributable to noncontrollin
interests(4 1,97: 10¢ 60¢ 2,691
Economic Net Income (Loss $ 661,48 $ 6,44¢ $ 1,286,020 $ 1,953,94.

(1) Our agreements with the limited partners of certarestment funds require us to share with suchtdiehpartners a
portion of any monitoring and transaction fees ez from portfolio companies and allocable to tHends ("Fee
Credits"). Fee Credits exclude fees that are rinbatable to a fund's interest in a portfolio cang and generally amot
to 80% of monitoring and transaction fees allocablthe fund after related expenses are recovered.

(2) With respect to our active and future investmentfiand vehicles that provide for carried intenestwill allocate to our
principals, other professionals and selected dtitkviduals wha
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Pro Forma Segment Results (Continued)

@)

(4)

work in these operations a portion of the carrigdriest earned in relation to these funds as partrocarry pool.

Certain of our investment funds require that weimefup to 20% of any cash management fees earoedlifnited
partners in the event that the funds recognizeréedanterest. At such time as the fund recogneearried interest in an
amount sufficient to cover 20% of the managemesd fmarned or a portion thereof, carried interestdsced, not to
exceed 20% of management fees earned.

Represents economic interests that will (i) alledata former principal an aggregate of 1% of pscdind losses of our
management companies until a future date andli@ate to a third party investor an aggregate%fdf the equity in our
capital markets business.

The reconciliation of pro forma economic net incofiess) to net income (loss) attributable to Grélgddings as reporte
in the unaudited pro forma statement of operatommsists of the following

Year Ended

December 31, 2009
Pro forma economic net income (lo $ 1,953,94.
Income taxe: (83,469
Amortization of intangible: (3,789%)
Costs relating to the Transactions (34,84¢)
Non-cash share based char (851,69
Allocations to former principal 36E
Allocation to noncontrolling interests held by KK#oldings (740,58()
Pro forma net income (loss) attributable to Growgbdihgs $ 239,93

(a) During the year ended December 31, 2009, otheratipgrexpenses in our Private Markets segment dzdlu
$34.8 million incurred in connection with the Tran8ons. We have excluded this charge from our segm
financial information as such amount will be notdomsidered when assessing the performance ofipcating
resources to, each of its business segments awhi®curring in nature. In the statement of operatitims charg
is included in general, administrative and othgyesses
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SELECTED HISTORICAL FINANCIAL AND OTHER DATA

The following tables set forth our selectéstorical consolidated and combined financiabdeg of and for the years ended December 31,
2005, 2006, 2007, 2008 and 2009. We derived theetssl historical consolidated and combined date# 8&cember 31, 2008 and 2009 and for
the years ended December 31, 2007, 2008 and 2000tfre audited combined financial statements ireduelsewhere in this prospectus. We
derived the selected historical combined data &egakmber 31, 2005, 2006 and 2007 and for the wratsd December 31, 2005 and 2006
from our audited combined financial statements Wigire not included in this prospectus. You shoe&trthe following data together with the
"Organizational Structure,"” "Unaudited Pro Formadficial Information," "Management's Discussion Andlysis of Financial Condition and
Results of Operations" and our consolidated andbdoad financial statements and related notes irclielsewhere in this prospectus.

Year Ended December 31

2005 2006 2007 2008 2009
Statement of Operations
Data:
Feec $ 232,94 $ 410,32¢ $ 862,26 $ 235,18. $ 331,27:
Less: Total Expense 168,29: 267,46t 440,91( 418,38t 1,195,711
Total Investment Incom
(Loss) 3,740,89 4,000,92: 1,991,78: (12,865,23)  7,753,80!
Income (Loss) Before
Taxes 3,805,55. 4,143,78! 2,413,13! (13,048,44) 6,889,36!
Income Taxe: 2,90(C 4,16: 12,06¢ 6,78¢ 36,99¢
Net Income (Loss 3,802,65. 4,139,622 2,401,07. (13,055,23) 6,852,37
Less: Net Income (Los:
Attributable to
Noncontrolling
Interests in

Consolidated Entitie 2,870,03! 3,039,67 1,598,311 (11,850,76) 6,119,38:
Less: Net Income (Loss

Attributable to

Noncontrolling

Interests Held by KKF

Holdings — — — — (116,69¢)

Net Income (Loss
Attributable to Group
Holdings(1) $ 932,61¢ $ 1,099,94' $ 802,76« $ (1,204,47) $ 849,68!

Statement of Financial
Condition Data (period

end):
Total asset $13,369,41 $23,292,78 $32,842,79 $ 22,441,03 $30,221,11
Total liabilities $ 418,77¢ $ 1,281,92. $ 2,575,631 $ 2,590,67. $ 2,859,63I

Noncontrolling interests i
consolidated entitie $11,518,01 $20,318,44 $28,749,81 $19,698,47 $23,275,27
Noncontrolling interest

held by KKR Holdings $ — $ — 3 — 3 — §$ 3,072,36
Total Group Holding:
partners' capital(z $ 1,432,62. $ 1,692,421 $ 151734 $ 151,87¢ $ 1,013,84

(1) Subsequent to the Transactions, net income (Itsg&)aable to Group Holdings reflects only thoseaaunts that are
allocable to KKR Guernsey's 30% interest in our Gorad Business. Net income (loss) that is allocableur principals'
70% interest in our Combined Business is reflegtatet income (loss) attributable to noncontrollinterests held by
KKR Holdings.

(2) Total Group Holdings partners' capital reflectsyatle portion of equity attributable to Group Halgs (reflecting KKR
Guernsey's 30% interest in our Combined Busines$difers from partners' capital reported on ansegt basis
primarily as a result of the exclusion of the faling items from our segment presentation: (i) theact of income taxes;
(i) charges relating to the amortization of intdrg assets; (iii) non-cash equity based charges &) allocations of
equity to KKR Holdings. For a reconciliation to t#4,152.9 million of partners' capital reportedeosegment basis,
please see "Management's Discussion and Analysimancial Condition and Results of Operations—Segnartners'
Capital." KKR Holdings' 70% interest in our CombihBusiness is reflected as noncontrolling interbstd by KKR
Holdings and is not included in total Group Holdingartners' capita
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

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

Overview

Led by Henry Kravis and George Robertsanea global alternative asset manager with $5#i@bin AUM as of December 31, 2009
and a 34-year history of leadership, innovation iandstment excellence. When our founders stantediion in 1976, they established the
principles that guide our business approach todajyding a patient and disciplined investment psx; the alignment of our interests with
those of our investors, portfolio companies aneépttakeholders; and a focus on attracting wordsctalent.

Our business offers a broad range of asaetgement services to our investors and proviaigisat markets services to our firm, our
portfolio companies and our clients. Throughout lustory, we have consistently been a leader irpthate equity industry, having completed
more than 170 private equity investments with altoinsaction value in excess of $425 billionrdoent years, we have grown our firm by
expanding our geographical presence and buildisgnesses in new areas, such as fixed income aritdloaarkets. Our new efforts build on
our core principles, leverage synergies in ourrmegs, and allow us to capitalize on a broader rahgeportunities that we source.
Additionally, we have increased our focus on sengour existing investors and have invested megully in developing relationships with
new investors.

With over 600 people, we conduct our bussrthrough 14 offices on four continents, providisgwith a pre-eminent global platform for
sourcing transactions, raising capital and carrgingcapital markets activities. We have grown UM significantly, from $15.1 billion as of
December 31, 2004 to $52.2 billion as of Decemlie2809, representing a compounded annual groveofe28.1%. Our growth has been
driven by value that we have created through oeratppnally focused investment approach, the exparaf our existing businesses, our entry
into new lines of business, innovation in the prduhat we offer investors, an increased focupromiding tailored solutions to our clients ¢
the integration of capital markets distributioniities.

As a global alternative asset manager,ave mmanagement, monitoring, transaction and ineerfiées for providing investment
management, monitoring and other services to autduvehicles, managed accounts, specialty fineoggany and portfolio companies, and
we generate transacti@pecific income from capital markets transactidlie. earn additional investment income from investing own capite
alongside our investors and from the carried irstenes receive from funds and vehicles. A carriddrist entitles the sponsor of a fund to a
specified percentage of investment gains that enegited on third-party capital that is invested.
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Our Private Markets segment is comprisedusfglobal private equity business, which manageksponsors a group of investment funds
and vehicles that invest capital for long-term &gjation, either through controlling ownership afampany or strategic minority positions.
These funds and vehicles build on our sourcing midege and the strong industry knowledge, operatiugertise and regulatory and stakeho
management skills of our professionals, operatomsaltants and senior advisors to identify attva@cinvestment opportunities and create and
realize value for investors.

From our inception through December 31,2@@ have raised 15 investment funds with appratety $59.7 billion of capital
commitments and have sponsored a number of feeamy paying co-investment structures that alloviousommit additional capital to
transactions. As of December 31, 2009, the segheh$38.8 billion of AUM and its actively investifignds included geographically
differentiated investment funds and vehicles witkrdb13.7 billion of uncalled commitments, proviglia significant source of capital that may
be deployed globally.

Public Markets

Our Public Markets segment is comprisethprily of our fixed income businesses which manaaygtal in liquid credit strategies, such
leveraged loans and high yield bonds, and lesgligedit products, such as mezzanine debt andataoiutions investments. Our capital
solutions effort focuses on special situations stivey, including rescue financing, distressed itimgs debtor-in-possession financing and exit
financing.

As of December 31, 2009, the segment h&#ddillion of AUM, including $0.9 billion of asseimanaged in a publicly traded specialty
finance company, $8.1 billion of assets managedrirctured finance vehicles and $4.4 billion ofedssnanaged in other types of investment
vehicles and separately managed accounts. This AldMdes $0.8 billion of uncalled commitments testbegment.

Capital Markets and Principal Activities

Our Capital Markets and Principal Activitisegment combines the assets we acquired in timdiGation Transaction with our global
capital markets business. Our capital markets legsisupports our firm, our portfolio companies aadclients by providing tailored capital
markets advice and developing and implementing battitional and non-traditional capital solutidos investments and companies seeking
financing. Our capital markets services includaiging debt and equity financing for transactigacing and underwriting securities
offerings, structuring new investment products praviding capital markets services.

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

Business Environment

As a global alternative asset manager,watiected by financial and economic conditionthi United States, Europe, Asia and
elsewhere in the world. Although the diversity aof @perations and product lines has allowed usterate attractive returns in different
business climates, business conditions charactebigdow or declining interest rates and strongityquarkets generally provide a more
positive environment for us to generate attractétarns on existing investments. We may
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benefit, however, from periods of market volatilitgd disruption which allow us to use our largeitedybase and experience with troubled
companies to make investments at attractive peoeson favorable terms.

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

Market conditions began to show initialrsigf recovery in the last several months of 200&st global equity and debt markets moved
higher in the second half of 2009 in anticipatidrsestained economic recovery. Emerging marketeapced the greatest increase consistent
with their generally more favorable economic growthspects as compared with the United States amipE. Credit markets experienced
similar significant improvement, fueled by improgieconomic data and a significant increase in delnaaud liquidity, as credit spreads
tightened and implied default rates declined. Rete8. economic data have been improving and &atijlin part, as unemployment rates
began to stabilize since October 2009 and the gtoseestic product has returned to growth in thiedtgtart of 2009.

While economic conditions have recently ioyed, that trend may not continue and the extétiteocurrent economic improvement is
unknown. Equity values still remain below the valaehieved in 2007 and there currently is less detitequity capital available in the market
relative to the levels available in the past. ENgmowth continues, it may be at a slow rate forextended period of time and other economic
conditions, such as the residential and commereélestate environment and employment rates, matyntie to be weak. In addition, some
economists believe that steps taken by nationatigowents to stabilize financial markets and impresenomic conditions could lead to an
inflationary environment. Furthermore, financialnkets, while somewhat less volatile than in eafl)2 may again experience significant
disruption.

Market Conditions

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

. The strength and competitive dynamics of the adtiive asset management industry, including the amafucapital invested in,
and withdrawn from, alternative investments. Owarslof the capital that is allocated to alternasissets depends on the stre|
of our investment performance relative to the itwesnt performance of our competitors. The amourmiapital that we attract
and our investment returns directly affect the l@fe@ur AUM, which in turn affects the fees, cadiinterest and other amounts
that we earn in connection with our asset manageawivities.

. The strength and liquidity of debt markets. Ouwate equity funds use debt financing to fund pdidfoompany acquisition:
while our fixed income funds make significant intreents in debt instruments and, in some casesjargang degrees of
leverage to enhance returns and fund working dapitaa result, our business generally benefitsfetrong and liquid debt
markets that support our funds' investment actigjtalthough periods of market volatility and digion may create attractive
investment opportunities, particularly for fixeccome funds.
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As discussed above, significant deterioration andiebt markets that began in the third quarte0672and continued through
2009 has had a negative impact on our businessngnther effects, these developments increasecbi$teand difficulty of
financing leveraged buyout transactions—therebgigantly reducing private equity activity—and imgted valuations and
returns of fixed income funds. Increases in ratebspreads along with restrictive covenants, céutdher impact returns by
making debt financing less readily available andarexpensive for private equity investments. Howggering this period, our
portfolio companies have also had opportunitieefmance and in several cases have refinancediceranches of their debt.
We have also had opportunities to make attractivestments for our fixed income business.

. The strength and liquidity of equity markets. Sgaguity market conditions enable our private ggfuihds to increase the val
and effect realizations of their portfolio companyestments. Equity market conditions also affbetd¢arried interest that we
receive. After a prolonged period of positive perfance and liquidity, equity markets experienceasaderable declines and
volatility in the United States and in other maskigt the second half of 2007 and throughout 200&. U.S., European and As
economies experienced significant declines in egmpént, household wealth, and lending, which hath&rrmegatively impactt
equity markets until recently. Negative market dbads make it more difficult for us to exit privaequity investments
profitably through offerings in the public markeEqjuity markets, however, stabilized and showedssaf recovery in the latter
half of 2009, allowing us to partially exit certamvestments through the public markets, thoug uincertain whether such
markets will remain accessible.

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

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

The Combination Transaction and Reorganization Trasactions

On October 1, 2009, we completed the adgunisof all of the assets and liabilities of KKRu&nsey and, in connection with such
acquisition, completed a series of transactionsyamt to which the business of KKR was reorganizta holding company structure. We
refer to these transactions as the "Transactidt@ldwing the Transactions, KKR Guernsey holds #3onomic interest in our Combined
Business through Group Holdings and our principalsl a 70% economic interest in our Combined Bussrtbrough KKR Holdings. Our
senior principals also control us through theirtoolrof our Managing Partner. The Combination Teat®n did not involve the payment of ¢
cash consideration or involve an offering of anwlyeissued securities to the public, and it did deange KKR Guernsey unitholders' holdings
of KKR Guernsey units.
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Pro Forma Information

Due to the differences described above consolidated and combined financial statementsrelatied historical data included in this
prospectus are not necessarily representativerdiiture results of operations and financial coindit To provide additional information
illustrating the impact that the changes descritsalve have on our results of operations, we hassepted elsewhere in this prospectus
unaudited pro forma financial information for theay ended December 31, 2009. This data gives pmafeffect to the Transactions and
certain other arrangements entered into in conmettierewith as if such transactions and arrangetexd been completed as of January 1,
2009. Such information has been included for infational purposes only and does not purport to ceflee results of operations that would
have occurred had the transactions referred toeabosurred on the dates indicated. See "Unaudited®&ma Financial Information."

Basis of Financial Presentation

In accordance with GAAP, a substantial nandf our funds are consolidated notwithstandirgyftitt that we hold only a minority
economic interest in those funds. Consolidated $wahsist of those funds in which we hold a gengaetiner or managing member interest
gives us substantive controlling rights over suahdfk. With respect to our consolidated funds, weegaly have operational discretion and
control over the funds and investors do not holg substantive rights that would enable them to ichpize funds' ongoing governance and
operating activities.

When a fund is consolidated, we reflectdbsets, liabilities, fees, expenses, investmeonie and cash flows of the consolidated fund on
a gross basis. The majority of the economic intsriesthe consolidated fund, which are held bydiparty investors, are reflected as
noncontrolling interests. While the consolidatidraaconsolidated fund does not have an effect erathounts of net income attributable to
Group Holdings' or Group Holdings' partners' cdghat Group Holdings reports, the consolidatioeslsignificantly impact the financial
statement presentation. This is due to the fat¢tthigaassets, liabilities, fees, expenses and imerg income of the consolidated funds are
reflected on a gross basis while the allocableesbfithose amounts that are attributable to nomeobinty interests are reflected as single line
items. The single line items in which the assésilities, fees, expenses and investment incortnibatable to noncontrolling interests are
recorded are presented as noncontrolling intenestsnsolidated entities on the statements of fifrdrcondition and net income attributable to
noncontrolling interests in consolidated entitiestloe statements of operations.

Historically, the noncontrolling interestdributable to the ownership of the KPE Investnfesttnership by KPE were included in our
financial statements. These noncontrolling intergstre removed from the financial statements oi@atl, 2009, because these interests
contributed to the KKR Group Partnerships in thariBactions. Subsequent to the Transactions, the &¥Rp Partnerships hold 100% of the
economic and controlling interests in the KPE Inment Partnership. Therefore, we continue to cadatd the KPE Investment Partnership
and its economic interests are no longer refleagedoncontrolling interests as of the date of tta3actions.

Key Financial Measures
Fees

Fees consist primarily of (i) monitoringdaimansaction fees from providing advisory and o@vices to our portfolio companies,
(i) management and incentive fees from providimgeistment management services to unconsolidatels$ fanspecialty finance company,
structured finance vehicles, and separately managealints, and (iii) fees from capital markets\atitis. These fees are based on the
contractual terms of the governing agreements.bStsuntial portion of monitoring and transactionsfearned in connection with managing
portfolio companies are shared with fund investors.
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Reported fees do not include the managefeestthat we earn from consolidated funds, bectnose fees are eliminated in consolidat
However, because those management fees are eaongdahd funded by, third-party investors who hotshcontrolling interests in the
consolidated funds, net income attributable to @ridoldings is increased by the amount of the mamagx fees that are eliminated in
consolidation. Accordingly, while the consolidatiohfunds impacts the amount of fees that are neizegl in our financial statements, it does
not affect the ultimate amount of net income attidble to Group Holdings or Group Holdings' parsheapital.

Expenses
Employee Compensation and Benefits Exp

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

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

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

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

We recognize non-cash charges relatingjtitgand equity-based grants that are funded bRKIoldings based on the grant-date fair
value of the award. Awards that do not requiresthiesfaction of future service or performance datévested awards) are expensed
immediately. Awards that require the satisfactibfuture service or performance criteria are expensver the relevant service period, adju
for the lack of distribution participation and estited forfeitures of awards not expected to vestaBse a portion of the awards that were
granted by KKR Holdings were vested upon issuaweeincurred a significant one-time, non-cash emgdogompensation and benefits charge
in our financial statements during the fourth geladf 2009 relating to initial equity grants. Wepexkt to record additional non-cash charges in
future periods as and when interests in KKR Holdixgst.

In addition, we are permitted to allocatetr principals, other professionals and seleothdr individuals a portion of the carried interest
that we earn from our current and future funds ginavide for carried interest payments. As and wiheestment income is recognized with
respect to this carried interest, we record a sporeding amount of employee compensation and klenefi
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expense. See "Organizational Structure—Componér@sioBusiness Owned by the KKR Group Partnerships.
General, Administrative and Other Expense

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

In addition, interests in KKR Holdings weyeanted to our operating consultants in connectith the Transactions. The vesting of these
interests gives rise to periodic general, admiaiste and other expense in the statements of apesatGeneral, administrative and other
expense recognized on unvested units is calcubstedd on the fair value of an interest in KKR Hoddi (determined using the closing price of
KKR Guernsey's units) on each reporting date abdesguently adjusted for the actual fair value efalwvard at each vesting date. Accordingly,
the measured value of these interests will noirdized until each vesting date. Additionally, #edculation of the compensation expense
assumes a forfeiture rate of up to 3% annuallydapen expected turnover. Because a portion ohterds that were granted by KKR
Holdings were vested upon issuance, we incurretegtione, non-cash charge in our financial statemduting the fourth quarter of 2009.
General, administrative and other expense is notebby fund investors and is not offset by creditsbutable to fund investors' noncontrolling
interests in consolidated funds.

Fund Expense

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

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

Net gains (losses) from investment acgittonsist primarily of the unrealized and realigaths and losses on investments. Unrealized
gains or losses result from changes in the fainevalf these investments during a period. Upon disipo of an investment, previously
recognized unrealized gains or losses are revensgé@n offsetting realized gain or loss is recogphin the current period.

Dividend Income

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

Interest Income

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

Interest Expens

Interest expense is incurred from thrempry sources: (i) credit facilities outstandindree KPE Investment Partnership, (i) credit
facilities outstanding at the firm's management ganies and
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capital markets companies for working capital psgs and (iii) debt outstanding at our consolidé&teds entered into with the objective of
enhancing returns, which are not direct obligatiohthe general partners of our private equity fuod management companies. In addition to
these interest costs, we capitalize debt financosis incurred in connection with new debt arrangr@s Such costs are amortized into interest
expense using either the interest method or tlaggbtrline method, as appropriate.

Income Taxe

Prior to the completion of the Transactiome operated as a partnership for U.S. federalntectax purposes and mainly as a corporate
entity in nony.S. jurisdictions. As a result, income was notjgabto U.S. federal and state income taxes. Histlly, the tax liability related 1
income earned by us represented obligations oponcipals and has not been reflected in the histbfinancial statements. Income taxes
shown on the statements of operations prior tdftA@sactions are attributable to the New York @ityncorporated business tax and other
income taxes on certain entities located in non-ju$sdictions.

Following the Transactions, the KKR GrowgrtRerships and certain of their subsidiaries walhtinue to operate in the United States as
partnerships for U.S. federal income tax purposelsas corporate entities in non-U.S. jurisdictiohscordingly, these entities, in some cases,
will continue to be subject to New York City unirporated business taxes, or non-U.S. income t&@sever, we hold our interest in one of
the KKR Group Partnerships through KKR Managemaeuitliigs Corp., which is treated as a corporatiarlfcs. federal income tax purposes,
and certain other wholly owned subsidiaries ofKikR Group Partnerships are treated as corporafiumd.S. federal income tax purposes.
Accordingly, such wholly owned subsidiaries of Guddoldings, including KKR Management Holdings Coignd the KKR Group
Partnerships, are subject to federal, state arad tmeporate income taxes at the entity level &edrélated tax provision attributable to Group
Holdings' share of this income is reflected infihancial statements.

Subsequent to the Transactions, we uskathiéty method to account for income taxes in @atance with GAAP. Under this method,
deferred tax assets and liabilities are recogniaethe expected future tax consequences of diffegs between the carrying amounts of assets
and liabilities and their respective tax basis gginrrently enacted tax rates. The effect on defeassets and liabilities of a change in tax rates
is recognized in income in the period when the gears enacted. Deferred tax assets are reduceddyation allowance when it is more
likely than not that some portion or all the deéertax assets will not be realized.

Tax laws are complex and subject to diffi€ieterpretations by the taxpayer and respectoxegimental taxing authorities. Significant
judgment is required in determining tax expenseiar@aluating tax positions including evaluatingartainties. We review our tax positic
quarterly and adjust our tax balances as new irdtion becomes available.

Net Income (Loss) Attributable to Noncontrollingelrests

Net income (loss) attributable to noncoltitrg interests represents the ownership interbststhird parties hold in entities that are
consolidated in the financial statements. The aldde share of income and expense attributableowetinterests is accounted for as net income
(loss) attributable to noncontrolling interestsstdrically, the amount of net income (loss) atttéthlie to noncontrolling interests has been
substantial and has resulted in significant chaagpescredits in the statements of operations. Edpogs prior to the Transactions,
noncontrolling interests consisted primarily of:

. noncontrolling interests that third party investbedd in consolidated funds;

. noncontrolling interests attributable to the owhgof the KPE Investment Partnership by KPE'shaiders;
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. a noncontrolling interest that allocated to a thgedty an aggregate of 2% of the equity in our teypnarkets business; and

. noncontrolling interests that allocated 35% oftleéincome (loss) generated by the manager of vblidPMarkets segment 1
certain of its principals on an annual basis thtotay 30, 2008.

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

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

. noncontrolling interests that allocate to a forppencipal and such person's designees an aggrefja% of the carried interest
received by general partners of our funds and 1®wuobther profits until a future date;

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

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

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

Assets Under Management ("AUM"

AUM represents the assets from which weeatéled to receive fees or a carried interestgamnkral partner capital. The AUM reported
prior to the Transactions reflected the NAV of K&fd its commitments to our investment funds. Sulseito the Transactions, the NAV of
KPE and its commitments to our investment fundseaduded from our calculation of AUM. We calculdite amount of AUM as of any date
as the sum of: (i) the fair value of the investrsesftour investment funds plus uncalled capital watments from these funds; (ii) the fair va
of investments in our co-investment vehicles; (hig¢ net asset value of certain of our fixed inc@raucts; and (iv) the value of outstanding
structured finance vehicles. You should note thataalculation of AUM may differ from the calculatis of other asset managers and, as a
result, our measurements of AUM may not be compearabsimilar measures presented by other asseageas. Our definition of AUM is not
based on any definition of AUM that is set forthtlie agreements governing the investment fundscheshor accounts that we manage.

Fee Paying Assets Under Management ("FPAUM")

FPAUM represents only those assets undeagement from which we receive fees. FPAUM is tive sf all of the individual fee bases
that are used to calculate our fees and differs #f&@JM in the following respects: (i) assets fromiathwe do not receive a fee are excluded
(i.e., assets with respect to which we receive oalyied interest); and (ii) certain assets, pritpam our private equity funds, are reflected
based on capital commitments or invested capitapassed to fair value because fees are not imgpdgtehanges in the fair value of
underlying investments.

Segment Result

We present the results of our reportabker®ss segments in accordance with FASB AccourBtagdards Codification Section 280,
Segment ReportingThis guidance is based on a management
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approach, which requires segment presentation lasedernal organization and the internal finahoéporting used by management to make
operating decisions, assess performance and a@logsdurces. All inter-segment transactions amimdited in the segment presentation.

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

Segment Operating and Performance Measu
Fee Related Earning

Fee related earnings ("FRE") is a profieswge that is reported by our three reportableniessisegments. FRE is comprised of segment
operating revenues, less segment operating expertsesomponents of FRE on a segment basis diffen the equivalent U.S. GAAP
amounts on a combined basis as a result of: (iintlasion of management fees earned from condeliifunds that were eliminated in
consolidation; (ii) the exclusion of expenses afisdidated funds; (iii) the exclusion of chargelsitiag to the amortization of intangible assets;
(iv) the exclusion of charges relating to carry lpgitocations; (v) the exclusion of non-cash equityarges and other non-cash compensation
charges; (vi) the exclusion of certain reimbursabipenses and (vii) the exclusion of certain nanxmeng items.

Economic Net Incom

Economic net income ("ENI") is a key perfiance measure used by management when makingiogetatisions, assessing operating
performance and allocating resources. ENI is coseprdf: (i) FRE; plus (ii) segment investment inegonwvhich is reduced for carry pool
allocations and management fee refunds; lesséitain economic interests in our segments helithig parties. ENI differs from net income
on a U.S. GAAP basis as a result of: (i) the exolusf the items referred to in FRE above; (ii) thelusion of investment income relating to
noncontrolling interests; and (iii) the exclusidnrmcome taxes.

Committed Dollars Invested

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

Uncalled Commitments

Uncalled commitments represent unfundedtalagpmmitments by partners of our investment fuadd carry-yielding co-investment
vehicles to contribute capital to make investmémtsortfolio companies and other investment altéwves.

Consolidated and Combined Results of Operations

The following is a discussion of our condated and combined results of operations for tery ended December 31, 2007, 2008 and
2009. You should read this discussion in conjumctidgth the consolidated and combined financialestents and related notes included
elsewhere in this document.
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For a more detailed discussion of the factorsdffatted the results of operations of our threénass segments in these periods, see "—
Segment Analysis."”

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

Year Ended December 31

2007 2008 2009
Revenues
Fees $ 862,26¢ $ 235,18: $  331,27:
Expenses
Employee Compensation and Bene 212,76¢ 149,18: 838,07
Occupancy and Related Char 20,06¢ 30,43( 38,01
General, Administrative and Oth 128,03¢ 179,67: 264,39t
Fund Expense 80,04( 59,10z 55,22¢
Total Expenses 440,91( 418,38t 1,195,711
Investment Income (Loss!
Net Gains (Losses) from Investment Activit 1,111,57: (12,944,72) 7,505,00!
Dividend Income 747,54 75,44 186,32
Interest Incom 218,92( 129,60: 142,11
Interest Expens (86,259 (125,56.) (79,63%)
Total Investment Income (LosS, 1,991,78: (12,865,23) 7,753,80!
Income (Loss) Before Taxe 2,413,13 (13,048,44) 6,889,36!
Income Taxes 12,06« 6,78¢ 36,99¢
Net Income (Loss) 2,401,07. (13,055,23) 6,852,37.
Less: Net Income (Loss) Attributable
Noncontrolling Interests in Consolidated Entit 1,598,331 (11,850,76) 6,119,38.
Less: Net Income (Loss) Attributable
Noncontrolling Interests held by KKR Holdin — — (116,69¢)
Net Income (Loss) Attributable to KKR
Group $ 802,76« $ (1,204,47) $  849,68!
Assets under management (period € $ 53,215,700 $ 48,450,70 $ 52,204,20
Fee paying assets under management (period  $ 39,862,16 $ 43,411,80 $ 42,779,80
Uncalled Commitments (period er $ 11,530,41 $ 14,930,14 $ 14,544,42

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

Fees were $331.3 million for the year enBedember 31, 2009, an increase of $96.1 millio#009%, from the year ended December
2008. The increase was primarily due to a $50.5aniincrease in transaction fees reflecting améase in transaction-fee generating private
equity investments during the period. During tharyended December 31, 2009, we completed twelmnsdrdion-fee generating transactions
compared to four transaction-fee generating traiwescin 2008. Monitoring fees increased $39.2inmnlreflecting the net impact of (i) an
increase of $72.2 million relating to fees receif@dthe termination of monitoring fee contractsonnection with public equity offerings of
two of our portfolio companies, (ii) a decreasatiely to the receipt in the prior period of a mecurring $15.0 million advisory fee from one
our portfolio companies in connection with equidysed by that company, (iii) a net decrease ofBdillion in fees received from certain
portfolio companies, and (iv) a $6.8 million netdease in reimbursable expenses. In addition, d@@09 fees were increased by an incentive
fee of $4.5 million earned by KFN as a result opioved performance consistent with the broadericnearkets. No such fee was earned in
prior period.
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Expense:

Expenses were $1,195.7 million for the yaated December 31, 2009, an increase of $777l®@mias compared to expenses of
$418.4 million for the year ended December 31, 200 increase was primarily due to non-cash clsaageociated with the issuance of
interests in KKR Holdings to our principals and aiang consultants. For the year ended Decembe2@®19, noncash employee compensat
and benefits relating to principals amounted to4$64nillion, and non-cash charges recorded in géreerd administrative expenses relating to
operating consultants amounted to $85.0 millioraddition, other employee compensation and berefppenses increased $44.4 million du
(i) an increase in profit sharing costs in conr@ttvith an increase in the value of our privateigquortfolio, (ii) an increase in salaries
reflecting the hiring of additional personnel imeoection with the expansion of our business, aljdafi increase in incentive compensation in
connection with higher bonuses in 2009. The renaind the net increase in expenses is the restiteofiet impact of the following: (i) a
$34.8 million non-recurring charge associated Wt closing of the Transactions, (ii) an increasedcupancy costs of $7.6 million primarily
reflecting the opening of new offices subsequer@cember 31, 2008 as well as an increase in egisfifice space, (iii) a decrease in
transaction related expenses of $13.3 milliontaiteble to unconsummated transactions during thedgyeand (iv) decreases in other operating
expenses of $25.7 million reflecting expense redastacross the majority of our businesses.

Net Gains (Losses) from Investment Activi

Net gains from investment activities weveShbillion for the year ended December 31, 2009narease of $20.4 billion compared to net
losses from investment activities of $12.9 billfon the year ended December 31, 2008. The inclieaset gains (losses) from investment
activities from the prior period was primarily #itable to net unrealized gains of $7.8 billiosuking primarily from increases in the market
value of our investment portfolio during 2009 comgzhto net unrealized losses of $13.2 billion dy2008. This change in net unrealized
gains and losses resulted in a net favorable vagianunrealized investment activity from the pperiod of $21.0 billion. Offsetting the
increase in unrealized gains (losses) was reaizatttivity that represented a net loss for 2008008 billion compared with a net gain of
$0.3 billion for 2008, which resulted in a net urdeable variance in realization activity from thiéop period of $0.6 billion. The majority of
our net gains (losses) from investment activitiesralated to our private equity investments.

Dividend Income

Dividend income was $186.3 million for thear ended December 31, 2009, an increase of $iilli@® compared to dividend income of
$75.4 million for the year ended December 31, 2@&. dividends are generally earned in connectidh sales of significant operations,
distributions of excess cash, or other refinancingdertaken by our portfolio companies resultingvailable cash that is distributed to our
private equity funds. During the year ended Decer8tie2009, we received $179.2 million of divideridsn two portfolio companies and an
aggregate of $7.1 million of comparatively smatlaridends from other investments.

Interest Income

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

Interest Expens

Interest expense was $79.6 million forytkar ended December 31, 2009 a decrease of $4Bi@nhmor 36.6%, from the year ended
December 31, 2008. Average outstanding borrowieggained unchanged from the year ended Decemb@088, however the weighted
average interest rate was lower during the yeag@mrecember 31, 2009 as compared to the priorperéd.

Income (Loss) Before Tax

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

Net Income (Loss) Attributable to Noncontrollingeirests in Consolidated Entiti

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

Assets Under Manageme

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

December 31, 2008 AUl $ 48,450,70
Exclusion of KPE(a (3,577,000
New Capital Raise 2,099,60!
Distributions (3,443,300
Change in Valu 8,674,20!

December 31, 2009 AUI $ 52,204,20

(a) The assets under management reported prior tortiresdctions reflected the NAV of KPE and its
commitments to our investment funds. Subsequethitetd@ ransactions, the NAV of KPE and its
commitments to our investment funds are excludeuhfour calculation of assets under managen
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Fee Paying Assets Under Managermr

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

December 31, 2008 FPAU $ 43,411,80
Exclusion of KPE(a (3,238,501
New Capital Raise 2,009,00!
European Fund IlI/E2 Investo (571,600
Distributions (959,759
Change in Valu 2,128,85!

December 31, 2009 FPAU $ 42,779,80

(a) The fee paying assets under management repordi@tihe Transactions reflected the NAV of KPE.
Subsequent to the Transactions, the NAV of KPExgdugled from our calculation of fee paying assets
under managemer

Uncalled Commitments

As of December 31, 2009, our investmentifunad $14.5 billion of remaining uncalled commitrisethat could be called for investmer
new transactions.

Year ended December 31, 2008 Compared to Year ebdegmber 31, 2007
Fees

Fees were $235.2 million for the year enDedember 31, 2008, a decrease of $627.1 millioi20/%, from the year ended Decembe
2007. The decrease was primarily due to a $641lIBmdecrease in transaction fees reflecting aeese in transaction-fee generating private
equity investments during the period. In additim@nagement and incentive fees relating to KFN dese@ $27.9 million primarily as a result
of adverse credit market conditions. Offsettingsthdecreases was a $41.8 million increase in nrongtéees reflecting an increase in the
average monitoring fee received as well as thepeoéa non-recurring $15.0 million advisory feerh one of our portfolio companies.

Expense:

Expenses were $418.4 million for the yeatezl December 31, 2008, a decrease of $22.5 mibioh.1%, from the year ended
December 31, 2007. The decrease was primarilyaacb63.6 million decrease in employee compensatihbenefits resulting from a
decrease in incentive compensation in connectiti Mss favorable financial performance when comgao the prior period, offset by
increases relating to the hiring of additional pargel after December 31, 2007 in connection withdgkpansion of our business. Offsetting this
decrease is the net impact of the following: (i)rearease in other operating expenses of $43.2omifirimarily as a result of an increase in
expenses in connection with the overall growthwf existing businesses; (ii) an increase in occapaharges of $10.4 million reflecting the
opening of new offices in Beijing, Sydney, Houstord Washington, D.C. subsequent to December 3%, 00vell as an increase in existing
office space, and (iii) a decrease in transactteted expenses of $12.5 million attributable toamsummated transactions during the period
reflecting a slowdown in the overall level of intteent activity during the period.
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Net Gains (Losses) from Investment Activi

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

Dividend Income

Dividend income was $75.4 million for theay ended December 31, 2008, a decrease of $612dahyor 89.9%, from the year ended
December 31, 2007. Our dividends are generallyegbim connection with sales of significant openasior other refinancings undertaken by
our portfolio companies resulting in available césdt is distributed to our private equity fundsiridg the year ended December 31, 2008, we
received $74.2 million of dividends from two poitibocompanies and an aggregate of $1.2 millionavhparatively smaller dividends from
other investments. During the year ended Decemhe2@®)7, we received $717.7 million of dividendsnfreight portfolio companies and an
aggregate of $29.8 million of comparatively smatlasidends from four portfolio companies.

Interest Income

Interest income was $129.6 million for tlear ended December 31, 2008, a decrease of $88dhnor 40.8%, from the year ended
December 31, 2007. The decrease primarily refle@83.7 million decrease in interest income eamexdir Public Markets segment that was
attributable to the deconsolidation, during theoselcquarter of 2007, of one of the structured foeawehicles that we manage as well as a
decrease of $66.6 million in interest income earfineoh cash management activities at the KPE InvestrRartnership following the
deployment of a greater percentage of its cashvestments. Cash management activities resultitaar cash balances at our management
companies resulted in a decrease in interest inadi$ié.3 million. Offsetting these decreases wapedases in income earned from cash
management activities at our private equity funidd4®.3 million.

Interest Expens

Interest expense was $125.6 million forybar ended December 31, 2008, an increase of $38i@n, or 45.6%, from the year ended
December 31, 2007 and average outstanding borrewirege $2.2 billion and $1.5 billion for the yearsled December 31, 2008 and 2007,
respectively. The increase was primarily attribledb increased borrowings at the KPE Investmenin@eship and leveraged structures used
by the KPE Investment Partnership and our privgtéte funds to enhance returns on certain asseiswvdollectively resulted in the
recognition of $61.2 million of additional interestpense. In addition, interest expense increasedrananagement company and capital
markets business by $9.8 million. This increase awaesprimarily to an increase in borrowings atrtt@nagement company resulting in an
additional $5.1 million in interest expense as vaslithe amortization of deferred financing costsiired in connection with credit agreements
entered into in early 2008 of $4.7 million. Thesereases were offset by a decrease of $31.7 milii@ur Public Markets segment resulting
primarily from the deconsolidation, during the sedauarter of 2007, of one of the structured firramehicles that we manage.
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Income (Loss) before Tax

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

Net (Loss) Income Attributable to Noncontrollingelrests

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

Assets Under Manageme

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

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

December 31, 2008 AUI $ 48,450,70

Fee Paying Assets Under Managermr

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

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

December 31, 2008 FPAU $ 43,411,80

Segment Analysis

The following is a discussion of the resuf our three reportable business segments foretes ended December 31, 2007, 2008 and
2009. You should read this discussion in conjumctigth the information included under "—Basis oh&icial PresentationSegment Result:
and the consolidated and combined financial statésrend related notes included elsewhere in thisiment.
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Private Markets Segmer

The following tables set forth informaticegarding the results of operations and certaindg®rating metrics for our Private Markets
segment for the years ended December 31, 2007, 2002009.

Year Ended December 31

2007 2008 2009
Fees
Management and Incentive Fe
Management Fee $ 258,32 $ 396,39: $  415,20°
Incentive Fee — — —
Total Management and Incentive Fi 258,32! 396,39 415,20°
Net Monitoring and Transaction Fei
Monitoring Fees 70,37( 97,25¢ 158,24
Transaction Fee 683,10( 41,30" 72,25"
Total Fee Credit (230,64() (12,699 (73,900
Net Transaction and Monitoring Fe 522,83( 125,86! 156,59¢
Total Fees 781,15! 522,25¢ 571,80!
Expense:
Employee Compensation and Bene 177,95 142,29¢ 155,54¢
Other Operating Expens 186,81: 218,51. 173,34:
Total Expense 364,76¢ 360,81( 328,88t
Fee Related Earnin¢ 416,38’ 161,44¢ 242,91°
Investment Incom
Gross Carried intere 305,65¢ (1,197,38) 826,19:
Less: Allocation to KKR carry poc (18,17¢) 8,15¢ (57,97)
Less: Management fee refur (26,799 29,61 (22,720
Net carried interes 260,68: (1,159,620 745,50:
Other investment income (los 97,94¢ (234,18) 125,28
Total Investment Income (Los 358,62 (1,393,80) 870,78t
Income (Loss) before Income (Loss) Attributable
Noncontrolling Interest 775,01« (1,232,35) 1,113,70:
Income (Loss) Attributable to Noncontrollit
Interests — (37) 56E
Economic Net Incom $ 775,01+ $ (1,232,31) $ 1,113,13
Assets Under Management (period e $ 42,234,80 $ 35,283,700 $ 38,842,90
Fee Paying Assets Under Management (period $ 35,881,26 $ 39,244,80 $ 36,484,40
Committed Dollars Investe $ 14,854,200 $ 3,168,800 $ 2,107,70
Uncalled Commitments (period er $ 11,530,41 $ 14,930,14 $ 13,728,10
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Year ended December 31, 2009 Compared to Year ebdegmber 31, 2008
Fees

Fees in our Private Markets segment wed $million for the year ended December 31, 2@®0increase of $49.5 million, or 9.5%,
from the year ended December 31, 2008. The incaserimarily due to a $30.7 million increase @t transaction and monitoring fees. The
increase in net transaction and monitoring feespumsarily the result of (i) an increase in grosmsaction fees of $30.9 million reflecting an
increase in transaction-fee generating privatetggovestments during the period (we completed Yeefansaction-fee generating transactions
in 2009 compared to four transactif@e generating transactions in 2008); (ii) an iasgein gross monitoring fees of $61.0 million retileg the
net impact of an increase of $72.2 million relatiodees received for the termination of monitorfeg contracts in connection with public
equity offerings of two of our portfolio companiasd a net $11.2 million decrease in fees receir@d tertain portfolio companies; and
(iii) an increase in credits earned by limited pars under fee sharing arrangements in our praguéty funds of $61.2 million due to the
increase in transaction and monitoring fees. Intamdthere was an $18.8 million increase in mamaget fees which was primarily the result
of a full year of fees associated with the Europilafiund which began earning fees in the seconartar of 2008.

Expense:

Expenses were $328.9 million for the yeatezl December 31, 2009, a decrease of $31.9 mitho8.8%, from the year ended
December 31, 2008. The decrease was primarilyatieetnet impact of the following: (i) a decreaséransaction related expenses of
$13.3 million attributable to unconsummated tratisas during the period; (ii) decreases in othezraing expenses of $38.7 million
(excluding the non-recurring charge described belaflecting expense reductions; (iii) an increaseccupancy costs of $6.9 million
reflecting the opening of new offices subsequer@cember 31, 2008 as well as an increase in egisfifice space; and (iv) an increase in
employee compensation and benefits expense of $1i8i@n resulting from an increase in salariedeeting the hiring of additional personnel
in connection with the expansion of our business@tas an increase in incentive compensatioroimection with higher bonuses in 2009
when compared to the prior period. Our Private Mtslexpenses exclude a $34.8 million charge indurreonnection with the Transactions.
Management has excluded this charge from our seffin@ncial information as such amount will be betconsidered when assessing the
performance of or allocating resources to, eaabuobusiness segments, and is non-recurring irr@a@n a consolidated basis, this charge is
included in general, administrative and other espen

Fee Related Earning

Due primarily to the increase in fees diésat above, fee related earnings in our Privatekktarsegment were $242.9 million for the year
ended December 31, 2009, an increase of $81.5miltir 50.5%, from the year ended December 31,.2008

Investment Income (Los

Investment income was $870.8 million foe rear ended December 31, 2009, an increase ob#koB compared to investment losses of
$1.4 billion for the year ended December 31, 2#@8.the year ended December 31, 2009, investmealiria (loss) was comprised of (i) net
carried interest of $745.5 million, which includg®ss carried interest of $826.2 million, allocatido our carry pool of ($58.0) million and
management fee refunds of ($22.7) million anddifjer investment income (loss) of $125.3 milliomieh includes net gains from investment
activities of $106.4 million, dividends of $23.8llin and net interest expense of $4.9 million. Tierease in investment income of
$2.3 billion from the year ended December 31, 28Q&imarily due to an increase in net unrealized
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gains of $2.4 billion resulting primarily from ireaises in the market value of our private equityfpliw. Offsetting this increase was realizat
activity that represented a net loss during the geded December 31, 2009 of $39.1 million andtayas during the year ended December
2008 of $72.8 million which resulted in a net urdeable variance in realization activity from theéopmperiod of $111.9 million.

Economic Net Income (Los

Economic net income in our Private Marksggment was $1.1 billion for the year ended Decer@bge2009, an increase of $2.3 billion
compared to economic net loss of $1.2 billion far year ended December 31, 2008. The increasestingat income described above was the
main contributor to the period over period incre@seconomic net income.

Assets Under Manageme

The following table reflects the changesim Private Markets assets under management frecember 31, 2008 to December 31, 2009:

December 31, 2008 AUl $ 35,283,70
Exclusion of KPE(a (3,514,401
New Capital Raise 683,30(
Distributions (808,601()
Change in Valu 7,198,90!

December 31, 2009 AUI $ 38,842,90

(a) The assets under management reported prior tortiresdctions reflected the NAV of KPE and its
commitments to our investment funds. Subsequethietd@ransactions, the NAV of KPE and its
commitments to our investment funds are excludeuhfour calculation of assets under managen

Fee Paying Assets Under Managen

The following table reflects the changesim Private Markets fee paying assets under mamagefrom December 31, 2008 to
December 31, 2009:

December 31, 2008 FPAU $ 39,244,80
Exclusion of KPE(a (3,175,900
New Capital Raise 609,00(
European Fund IlI/E2 Investo (571,600
Distributions (325,05%)
Change in Valu 703,15¢

December 31, 2009 FPAU $ 36,484,40

(a) The fee paying assets under management repordi@tihe Transactions reflected the NAV of KPE.
Subsequent to the Transactions, the NAV of KPExgdugled from our calculation of fee paying assets
under managemer

Committed Dollars Invested

Committed dollars invested were $2.1 hillfor the year ended December 31, 2009, a decodael billion, or 33.5%, from the year
ended December 31, 2008. The decrease was dueribyitoa decrease in both the size and transastidtnme of private equity investments
closed during 2009 as compared with 2008.
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Uncalled Commitments

As of December 31, 2009, our private egfutyds had $13.7 billion of remaining uncalled talpctommitments that could be called to
make investments.

Year ended December 31, 2008 Compared to Year ebdegmber 31, 2007
Fees

Fees in our Private Markets segment we2 $million for the year ended December 31, 2@0&crease of $258.9 million, or 33.1%,
from the year ended December 31, 2007. The decveas@rimarily due to a decrease in gross trarmadties earned in our Private Markets
segment of $641.8 million reflecting a decreaseansaction-fee generating private equity investsidnring the period. Offsetting this
decrease was an increase in management fees getatar private equity funds of $138.1 million.el'imcrease was primarily due to an
increase of $100.6 million relating to the formatiof the European Il fund which began earning feebe second quarter of 2008 as well as a
full year of fees in 2008 relating to the Asian Bdarmed in mid-2007. Gross monitoring fees inceeb$26.9 million in our Private Markets
segment reflecting an increase in the average wramit fee received. In addition, a $217.9 increaas related to a decrease in fee credits
earned by limited partners under fee sharing agaragts in our private equity funds.

Expense:

Expenses in our Private Markets segmené$860.8 million for the year ended December 3082@ decrease of $4.0 million, or 1.1%,
from the year ended December 31, 2007. The decveas@rimarily due to a $35.7 million decreaseripbyee compensation and benefits
resulting from a decrease in incentive compensati@monnection with less favorable financial penfi@nce when compared to the prior period,
offset by increases relating to the hiring of aiddial personnel after December 31, 2007 in conaedtiith the expansion of our business.
Offsetting this decrease is the net impact of tiling: (i) an increase in other operating expengf $34.1 million primarily as a result of an
increase in expenses in connection with the ovgralivth of our existing businesses; (ii) an inceeesoccupancy charges of $10.0 million
reflecting the opening of new offices in Beijingyddey, Houston and Washington, D.C. subsequentete®ber 31, 2007 as well as an
increase in existing office space and (iii) a daseein transaction related expenses of $12.5 midlitributable to unconsummated transactions
during the period reflecting a slowdown in the alelevel of investment activity during the period.

Fee Related Earning

Fee related earnings in our Private Marketament were $161.4 million for the year endedebder 31, 2008, a decrease of
$254.9 million, or 61.2%, from the year ended Dekben81, 2007. The significant decrease in feedeasribed above, was the main
contributor to the year over year decrease indésted earnings.

Investment Income (Los

Investment losses were $1.4 billion for year ended December 31, 2008, a decrease of Hio8 bompared to investment income of
$358.6 million for the year ended December 31, 20@7stment income was comprised of net lossen frvestment activities of $1.4 billion,
dividends of $18.7 million and net interest expeof$1.8 million. The overall decrease in net gdnosn investment activities compared to the
prior period was primarily attributable to a netdEase in changes in unrealized gains (losses).dfl$llion resulting primarily from net
decreases in the market value of our investmeritgbiorand to a lesser extent a decline in netizedlgains of $279.1 million resulting
primarily from a lower level of sales activity dng the period. Dividends decreased $144.0 mill®a aesult of fewer dividends as well as a
lower average dividend received during 2008 whéeinterest expense increased $16.3 million prilyas a result of increased borrowings as
well
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as the amortization of deferred financing costsiired in connection with credit agreements entéregin early 2008 at our management
company and capital markets business. Carriedesteepresented $(1.2) billion of total investresses for the year ended December 31,
2008 and $0.3 billion of total investment incometfee year ended December 31, 2007.

Economic Net Income (Los

Economic net loss in our Private Markegnsent was $1.2 billion for the year ended Decen3iie2008, a decrease of $2.0 billion
compared to economic net income of $0.8 billiontfer year ended December 31, 2007. The investross¢$ described above were the main
contributors to the period over period decreasecomomic net income.

Assets Under Manageme

The following table reflects the changesim Private Markets assets under management frecember 31, 2007 to December 31, 2008:

December 31, 2007 AUl $ 42,234,80
New Capital Raise 6,441,001
Distributions (605,53))
Change in Valu (12,786,56)

December 31, 2008 AU! $ 35,283,70

Fee Paying Assets Under Managen

The following table reflects the changesim Private Markets fee paying assets under mamagefrom December 31, 2007 to
December 31, 2008:

December 31, 2007 FPAU $ 35,881,26
New Capital Raise 6,141,001
Distributions (755,38)
Change in European Fund Il Fee B (272,659
Change in Valu (1,749,42)

December 31, 2008 FPAU $ 39,244,80

Committed Dollars Invested

Committed dollars invested were $3.2 hillfor the year ended December 31, 2008, a decodal.7 billion, or 78.7%, from the year
ended December 31, 2007. The decrease was dueripyitoa decrease in the number of private equapsactions closed during the year
ended December 31, 2008.

Uncalled Commitments

As of December 31, 2008, our private egfutyds had $14.9 billion of remaining unused cdgitemmitments that could be called for
investment in new private equity transactions.
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Public Markets Segmer

The following tables set forth informatioegarding the results of operations and certaindpgrating metrics for our Public Markets
segment for the years ended December 31, 2007, 2002009.

Year Ended December 31

2007 2008 2009
Fees
Management and Incentive Fe
Management Fee $ 53,18:! $ 59,34 $ 50,75¢
Incentive Fee 23,33t — 4,47
Total Management and Incentive Fi 76,51¢ 59,34 55,22¢
Expense:
Employee Compensation and Bene 23,51¢ 20,56¢ 24,08¢
Other Operating Expens 4,92¢ 6,20( 20,58¢
Total Expense 28,44¢ 26,76¢ 44,67
Fee Related Earning 48,07 32,57¢ 10,55«
Investment Incom 15,00¢ 10,68’ (5,260
Income (Loss) before Income (Loss) Attributable
Noncontrolling Interest 63,07¢ 43,26 5,29¢
Income (Loss) Attributable to Noncontrolling
Interests 23,26« 6,421 15
Economic Net Incom $ 39,81« $ 36,84: $ 5,27¢
Assets Under Management (period e $ 10,980,900 $ 13,167,000 $ 13,361,30
Fee paying assets under management (period $ 3,980,900 $ 4,167,000 $ 6,295,40
Uncalled Commitments (period er $ — 3 — $ 816,32

Year ended December 31, 2009 Compared to Year ebdegmber 31, 2008
Fees

Our Public Markets segment earned fee$bfZbmillion for the year ended December 31, 2@08ecrease of $4.1 million, or 6.9%, from
the year ended December 31, 2008. The decreasen@rity the result of a $15.2 million decreasarianagement fees received from the
Strategic Capital Funds due to a reduction in tieebmanagement fees charged to all investors kwdea average net asset value during the
year ended December 31, 2009. In addition, thesean®10.2 million decrease in fees received fromiKiee primarily to a lower averas
equity value during the year ended December 319 20ffset by an incentive fee received in 2009.sEh@ecreases were offset by increases
primarily resulting from an increase of $7.3 milliom management fees resulting from an increasajital managed on behalf of third party
investors as well as management fees from strutfimance vehicles totaling $14.0 million. The iease in fees from our structured finance
vehicles was offset by a waiver of our right toai®e expense reimbursements from these vehicles.

Expense:

Expenses in our Public Markets segment Wéde7 million for the year ended December 31, 2@DSincrease of $17.9 million, or 66.9%,
from the year ended December 31, 2008. This inereas primarily attributable to an increase retatma waiver of our right to receive
expense reimbursements from certain of our stradtfinance vehicles for the year ended Decembe2@®19, and an increase in employee
compensation and benefits of $3.5 million primadlye to increased
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headcount. The waiver of our right to receive exgereimbursements from these vehicles is offsetrbiycrease in management fees from
these vehicles.

Fee Related Earninc

Due primarily to the increase in expensescdbed above, fee related earnings in our Pivdidets segment were $10.6 million for the
year ended December 31, 2009, a decrease of $2Hidhroompared to fee related earnings of $32.8iomi for the year ended December .
2008.

Economic Net Incom

Economic net income in our Public Markeggraent was $5.3 million for the year ended DecerBthe2009, a decrease of $31.6 million
compared to economic net income of $36.8 milliontfe year ended December 31, 2008. The decredse melated earnings described above
was the main contributor to the period over pededrease in economic net income.

Assets Under Manageme

The following table reflects the changesim Public Markets assets under management frooemeer 31, 2008 to December 31, 2009:

December 31, 2008 AUI $ 13,167,00
Exclusion of KPE(a (62,600
New Capital Raise 1,416,301
Distributions (2,634,700
Change in Valu 1,475,301

December 31, 2009 AU! $ 13,361,30

(@) The assets under management reported prior tortiresactions reflected the NAV of KPE and its
commitments to our investment funds. Subsequethietd ransactions, the NAV of KPE and its
commitments to our investment funds are excluderhfour calculation of assets under managen

Fee Paying Assets Under Managermr

The following table reflects the changesim Public Markets fee paying assets under managefrom December 31, 2008 to
December 31, 2009:

December 31, 2008 FPAU $ 4,167,00
Exclusion of KPE(a (62,600
New Capital Raise 1,400,001
Distributions (634,700
Change in Valu 1,425,701

December 31, 2009 FPAU $ 6,295,401

(@) The fee paying assets under management repord@tihe Transactions reflected the NAV of KPE.
Subsequent to the Transactions, the NAV of KPExidueled from our calculation of fee paying assets
under managemer

Uncalled Commitments

As of December 31, 2009, our Public Marlegtigment had $816.3 million of remaining uncalledital commitments that could be called
to make investments.
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Year ended December 31, 2008 Compared to Year ebdegmber 31, 2007
Fees

Our Public Markets segment earned fee$8f3million for the year ended December 31, 2@08ecrease of $17.2 million, or 22.4%,
from the year ended December 31, 2007. This deemas primarily due to the absence of incentive fean KFN and the Strategic Capital
Funds in 2008 due to unfavorable financial perfaroga This decrease was partially offset by an ss®eof $4.5 million in management fees
from incremental capital managed on behalf of thiadty investors.

Expense:

Expenses in our Public Markets segment 268 million for the year ended December 31, 2@08ecrease of $1.7 million, or 5.9%,
from the year ended December 31, 2007. This deemas driven by a decrease in employee compensaiibbenefits expense of $3.0 mill
as a result of lower incentive compensation drivghess favorable performance when compared tptioe period.

Fee Related Earninc

Fee related earnings in our Public Markegment were $32.6 million for the year ended Déxear31, 2008, a decrease of $15.5 million,
or 32.2%, from the year ended December 31, 200& .dBcrease in fees, as described above, was thecorgiibutor to the year over year
decrease in fee related earnings.

Noncontrolling Interests in Income of Consolidaitities

Noncontrolling interests in income of colidated entities were $6.4 million for the year eddecember 31, 2008, a decrease of
$16.8 million, or 72.4%, from the year ended Decen81, 2007. The decrease reflects a lower levidefelated earnings in the current pe
as well as the purchase of the noncontrolling &gty in the manager of our Public Markets segmemay 30, 2008.

Economic Net Incom

Due primarily to the reduction in fees désed above, offset by the purchase of noncontrglinterests in the manager of our Public
Markets segment on May 30, 2008, economic net imcfumour Public Markets segment was $36.8 milfimnthe year ended December 31,
2008, a decrease of $3.0 million, or 7.5%, fromytear ended December 31, 2007.

Assets Under Manageme

The following table reflects the changesim Public Markets assets under management froceber 31, 2007 to December 31, 2008:

December 31, 2007 AUI $ 10,980,90
New Capital Raise 4,634,001
Distributions —
Change in Valu (2,447,900

December 31, 2008 AUI $ 13,167,00
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Fee Paying Assets Under Managermr

The following table reflects the changesim Public Markets fee paying assets under managefrom December 31, 2007 to
December 31, 2008:

December 31, 2007 FPAU $ 3,980,90
New Capital Raise 2,634,001
Distributions —
Change in Valu (2,447,900

December 31, 2008 FPAU $ 4,167,00

Capital Markets and Principal Activities Segment

The following table sets forth informaticegarding the results of operations and certaindggrating metrics for our Capital Markets and
Principal Activities segment for the year ended &sber 31, 2009. The Capital Markets and Princigaivities segment was formed upon
completion of the Transactions by combining ouritsdymnarkets business with the assets and liadslitif KPE. Accordingly, the financial
information presented for the Capital Markets aridd®dal Activities segment only reflects perfornearfor the period subsequent to the
Combination Transaction on October 1, 2009.

Year Ended
December 31,
2009
Fees $ 19,57
Expense:
Employee Compensation and Bene 1,71C
Other Operating Expens 2,03¢
Total Expense 3,74¢
Fee Related Earning 15,827
Investment Incom 352,92
Income (Loss) before Income (Loss) Attributabl
Noncontrolling Interest 368,75(
Income (Loss) Attributable to Noncontrolling
Interests 51¢
Economic Net Incom $ 368,23

Fees

Fees in our Capital Markets and Principetivities segment were $19.6 million for the yeaded December 31, 2009 which was
comprised of transaction fees earned by our capitekets business in connection with underwritgygdication and other services provided
during the period.

Expense:

Expenses were $3.7 million for the yeareshBecember 31, 2009 which was comprised of $1llilombf cash compensation and benefits
expense and $2.0 million of other operating expgnse

Fee Related Earning
Fee related earnings in our Capital Markeis Principal Activities segment were $15.8 millfor the year ended December 31, 2009.
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Investment Income (Los

Investment income was $352.9 million foe frear ended December 31, 2009, which was compois®4.5 million of net realized gains,
$333.6 million of net unrealized gains, $0.5 mitliof dividend income and $5.7 million of net interexpense. Amounts primarily reflect
income earned on our principal assets acquired Kera.

Economic Net Income (Los

Economic net income in our Capital Markaatsl Principal Activities segment was $368.2 millfonthe year ended December 31, 2009.
The investment income described above was the owaitributor to economic net income.

Segment Partners' Capite
The following table presents our segmeatieshent of financial condition as of December INP

As of December 31, 2009
Capital Markets and

Private Markets

Public Markets

Principal Activities

Total Reportable

Segment Segment Segment Segments

Cash and cash equivalel $ 51,01 $ 9,08¢ $ 496,55: $ 556,65¢
Investment: — — 4,108,35! 4,108,35!
Unrealized Carn 156,14¢ — — 156,14¢
Other Asset: 154,96: 53,31¢ 55,21¢ 263,50:

Total Assets $ 362,12¢ $ 62,40¢ $ 4,660,13: $ 5,084,66!
Debt Obligation:s $ — $ — $ 733,69 $ 733,69
Other Liabilities 84,93¢ 12,30( 85,80: 183,03t

Total Liabilities $ 84,93t $ 12,30C $ 819,49¢ $ 916,73!
Noncontrolling interest $ 13C $ 527 $ 14,39: $ 15,04¢
Partners' Capite $ 277,06: $ 49,581 $ 3,826,24. $  4,152,88

The following table reconciles Total Repdate Segments Partners' Capital to total Group iHgédPartners' Capital:

As of
December 31,

2009
Total Reportable Segments Partners' Ca 4,152,88.
Current and Deferred Income Tay (60,56¢)
Accumulated Amortization of Intangible Ass: (5,999
Allocations to former principal (110
Total Consolidated Partners' Capital 4,086,20!
Current and Deferred Income Taxes Allocable to @rdoldings 64,75¢
Non-cash equity based compensation allocable to KKRlidgé (562,37))
Distributions to KKR Holdings 6,76(
Total KKR Group Partnership Partners' Capital 3,595,35:

KKR Guernsey's Interest in Our Combined Busir 30%

Subtotal 1,078,60!
Current and Deferred Income Taxes Allocable to @rdoldings (64,75¢)
Total Group Holdings Partners' Capital $ 1,013,84
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Liquidity

We have managed our historical liquidityl aapital requirements by focusing on our cash $ltwefore the consolidation of our funds and
the effect of normal changes in short term asseldiabilities, which we anticipate will be settléat cash within one year. Our primary cash
flow activities on an unconsolidated basis involfiegenerating cash flow from operations; (ii) gesiting income from investment activities;
(i) funding capital commitments that we have madleur funds; (iv) funding our growth initiative&;) distributing cash flow to our owners;
and (vi) borrowings and repayments under crediéagients.

Sources of Casl

Our principal source of cash consists shcand cash equivalents contributed to the KKR @i@artnerships as part of the Transactions.
We will also receive cash from time to time from):qur operating activities, including the feesrestt from our funds, managed accounts,
portfolio companies, capital markets transactiams @her investment products; (ii) realizationscarried interest from our investment funds;
(iii) realizations from principal investments; atid) borrowings under our credit facilities deseibbelow.

We have access to funding under variouditcfacilities that we have entered into with mdjoancial institutions. The following is a
summary of the principal terms of these facilities:

In February 2008, the management company for duaterequity funds entered into a credit agreematht a major financial
institution providing for revolving borrowings opuo $1.0 billion with a $50.0 million sublimit f@awingline notes and a
$25.0 million sublimit for letters of credit. Thiacility has a term of three years that expireBefruary 2011, which may be
extended through February 2013 at our option. ABexfember 31, 2009, $25.0 million was outstandindeu this facility and
the interest rate on such borrowings was approxiin@ 7% as of December 31, 2009. Subsequent terDier 31, 2009, the
outstanding principal and accrued interest as aklDder 31, 2009 were repaid.

In February 2008, the holding company for our cdpitarkets business entered into a credit agreewidmt major financial
institution. The credit agreement provides for feing borrowings of up to $500.0 million. This féity has a term of five years
that expires in February 2013. As of December BD92there were no borrowings outstanding undsragreement. Borrowin
under this facility may only be used for our cabitearkets business.

In June 2007, the KPE Investment Partnership emiete a five-year revolving credit agreement with a syndicatkenflers. Th
credit agreement provides for up to $925.0 millddrsenior secured credit, subject to availabilityler a borrowing base
determined by the value of certain investmentsgeedas collateral security for obligations underdlgreement. The borrowing
base is subject to certain investment concentréditititations and the value of the investments citutitg the borrowing base is
subject to certain advance rates based on typesesiment. As of December 31, 2009, the interéssran borrowings under the
credit agreement ranged from 1.0% to 1.5%. As afdbeber 31, 2009, we had $708.7 million of borrowingtstanding.
Subsequent to December 31, 2009, $404.1 milliaewdlving borrowings were repaid.

From time to time, we may borrow amountsdtisfy general short-term needs of our busingsspkning short-term lines of credit with
established financial institutions. These amourgsganerally repaid within 30 days, at which timetsshort-term lines of credit would close.
There were no such borrowings as of December 319.20
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Liquidity Needs

We expect that our primary liquidity need# consist of cash required to: (i) continue t@g our business, including funding our capital
commitments made to existing and future funds arydreet capital requirements of our capital marketmpanies; (ii) service debt obligations,
including any contingent liabilities that give risefuture cash payments; (i) fund cash opera@rgenses; (iv) pay amounts that may become
due under our tax receivable agreement with KKRdihgys; and (v) make cash distributions in accordamith our distribution policy. See
"Distribution Policy." We may also require cashftad contingent obligations under clawback andlos$-sharing arrangements. See "—
Liquidity—Contractual Obligations, Commitments afidntingencies on an Unconsolidated Basis." We belikat the sources of liquidity
described below will be sufficient to fund our wirly capital requirements for the next 12 months.

As described under "Business," the agre¢sgoverning our active investment funds generatyire the general partners of the funds to
make minimum capital commitments to the funds, Whisually range from 2% to 4% of a fund's totalisdagommitments at final closing. In
addition, as a result of the Transactions, we awe responsible for the uncalled commitments ontrébatable to the KPE Investment

Partnership as a partner in our private equity $ufidhe following table presents our uncalled commaitts to our active investment funds as of
December 31, 2009:

Uncalled Commitments

General Acquired
Partner from KPE Total
Private Markets
2006 Func $ 89,50¢ $ 371,24: $ 460,75
Asian Func 59,65¢ 170,02: 229,68:
European Il Func 259,07¢ 270,18 529,26(
E2 Investors (Anne
Fund) 20,39¢ 15,87¢ 36,27
Total Private Markets
Commitments 428,64: 827,32t 1,255,96
Public Markets
Capital Solution: 16,32} — 16,32}
Total Uncallec
Commitments $ 44496¢ $ 827,32 $ 1,272,29.

Historically, we have funded commitmentshadash from operations that otherwise would beibisgted to our owners. We expect to fund
future commitments with available cash, proceedsifrealizations of principal assets and other ssuof liquidity available to us.

We intend to make quarterly cash distritmgiin amounts that in the aggregate are expesteahistitute substantially all of the cash
earnings of our asset management business in estassunts determined by our Managing Partneetadressary or appropriate to provide
for the conduct of our business, to make appraopiiatestments in our business and our investmerasfand to comply with applicable law
and any of our debt instruments or other agreemesdo not intend to distribute gains on princigsdets, other than potentially certain tax
distributions to the extent that distributions fioe relevant tax year were otherwise insufficientdver tax liabilities of our partners, as
calculated by us. See "Distribution Policy."
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Contractual Obligations, Commitments and Contingees on an Unconsolidated Basis

In the ordinary course of business, werente contractual arrangements that may requiteréucash payments. The following table sets
forth information relating to anticipated futuresbgpayments as of December 31, 2009 on an uncdasadi basis.

Payments due by Perioc

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

Uncalled commitments to investme

funds(1) $ 1,272 $ — $ — $ — $ 1,272.
Debt payment obligations(: 350.( 733.% — — 1,083."
Interest obligations on debt( 53.€ 11.€ — — 65.2
Lease obligation 30.4 52.€ 47.¢ 93.¢ 224.¢
Total $ 1,706.0 $ 797.¢ $§ 47¢ $ 93¢ $ 2,646.(

@ These uncalled commitments represent dollars camanity us to fund a portion of the purchase praie for each
investment made by our investment funds. Becausiataontributions are due on demand, the abowencibments have
been presented as falling due within one year. Hewegiven the size of such commitments and thesrat which our
investment funds make investments, we expect ligatapital commitments presented above will beedailver a period
of several years. See "—Liquidity—Liquidity Needs."

(2) Subsequent to December 31, 2009, the $350.0 miliabligations due within 1 year were repaid imeection with the
settlement of an investment underlying these obbga and $429.1 million of other obligations weepaid.

(3)  These interest obligations on debt represent esturiaterest to be paid over the maturity of tHatesl debt obligation,
which has been calculated assuming no prepaymentaade and the related debt is held until itdl fimaturity date.
Future interest rates have been calculated usteg a effect as of December 31, 2009, includinty bariable and fixed
rates provided for by the relevant debt agreemdis.amounts presented above include accrued stteneoutstanding
indebtednes:

In the normal course of business, we afgerdnto contractual arrangements that contaiareety of representations and warranties and
that include general indemnification obligationseTamended and restated purchase and sale agrabatem¢ have entered into with KPE
includes additional representations and warrarisesell as certain indemnification obligations asatibed under "Organizational Structure.”
Our maximum exposure under the foregoing arrangé&remnknown due to the fact that the exposureldvalate to claims that may be made
against us in the future. Accordingly, no amouragehbeen included in our consolidated and combiinadcial statements as of December 31,
2009 relating to indemnification obligations.

The partnership documents governing ouliticmal private equity funds generally includecaback” or, in certain instances, a "net |
sharing" provision that, if triggered, may giveeri® a contingent obligation that may require theegal partner to return or contribute amounts
to the fund for distribution to investors at thelaf the life of the fund. The terms of the Trart&ats require that our principals remain
responsible for any clawback obligation relating#ory distributions received prior to the Trangatt up to a maximum of $223.6 million.
Carry distributions arising subsequent to the Taatisns may give rise to clawback obligations thiéitbe allocated generally to carry pool
participants and the Combined Business in accoraiith the terms of the instruments governing tiéRKGroup Partnerships. Unlike the
“clawback" provisions, the Combined Business wallrbsponsible for amounts due under net loss ghariangements and will indemnify our
principals for personal guarantees that they haweiged with respect to such amounts. See "Certain
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Relationships and Related Party Transactions—Gteeaf Contingent Obligations to Fund Partnersemdification."
Contractual Obligations, Commitments and Contingeées on a Consolidated Basis

In the ordinary course of business, we @mndconsolidated funds enter into contractual areaments that may require future cash
payments. The following table sets forth informatielating to anticipated future cash paymentsf&esember 31, 2009. This table differs
from the earlier table setting forth contractuaincoitments on an unconsolidated basis principallabse this table includes the obligations of
our consolidated funds.

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

Uncalled commitment to investme

funds(1) $ 14,544 $ — 3 — $ — $ 14,544.
Debt payment obligations(. 350.( 905.1 180.1 625.( 2,060.:
Interest obligations on debt( 135.2 39.C 19.7 72.C 265.¢
Lease obligation 30.2 52.¢ 47.¢ 93.¢ 224.¢
Total $ 15,060.( $ 996.7 $ 247.7 $ 790.¢ $ 17,095..

(1)  These uncalled commitments represent dollars cameniity us and our fund investors to fund a portibthe purchase
price paid for each investment made by our investriends. Because capital contributions are dudesnand, the above
commitments have been presented as falling duénnatine year. However, given the size of such commeitts and the
rates at which our investment funds make investmewt expect that the capital commitments preseatiese will be
called over a period of several years. See "—Lidyt#eLiquidity Needs."

2) Certain of our consolidated funds have enteredfinancing arrangements in connection with spedifiestments with
the objective of enhancing returns. Such finaneirrgngements include $796.4 million of financingypded through
total return swaps and $180.1 million of financprgvided through a term loan and revolving creadldlfty. These
financing arrangements have been entered intothéttobjective of enhancing returns and are nottlisbligations of the
general partners of our private equity funds ormanagement companies.

Subsequent to December 31, 2009, the $350.0 miliabligations due within 1 year were repaid imeection with the
settlement of an investment underlying these ohiiga. Also subsequent to December 31, 2009, $424libn of other
obligations were repaid.

3) These interest obligations on debt represent estiriaterest to be paid over the maturity of tHatesl debt obligation,
which has been calculated assuming no prepaymentaade and the related debt is held until itsl fimaturity date.
Future interest rates have been calculated usteg na effect as of December 31, 2009, includintp bhariable and fixed
rates provided for by the relevant debt agreemdihis.amounts presented above include accrued $ht@neoutstanding
indebtednes:

Off Balance Sheet Arrangements

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

Consolidated Statement of Cash Flows

The accompanying combined statements d¢f ftaws include the cash flows of our consolidatieds despite the fact that we have only a
minority economic interest in those funds. The sséconsolidated funds, on a gross basis, arstaotially larger than the assets of our
business and,
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accordingly, have a substantial effect on the ¢msts reflected in our combined statements of dashis. The primary cash flow activities of
our consolidated funds involve: (i) raising capftaim fund investors; (ii) using the capital of tuimvestors to make investments; (iii) financ
certain investments with indebtedness; (iv) getrgatash flows through the realization of investisgand (v) distributing cash flows from t
realization of investments to fund investors. Beeaour consolidated funds are treated as investooampanies for accounting purposes, these
cash flow amounts are included in our cash flowsfoperations.

Net Cash Used in Operating Activiti

Our net cash used in operating activitias %0.3 billion, $2.4 billion and $8.5 billion dng the years ended December 31, 2009, 200:
2007, respectively. These amounts primarily inctudg purchases of investments by our funds, figraceeds from sales of investments, of
$1.2 billion, $1.9 billion and $11.8 billion durirthe years ended December 31, 2009, 2008 and 2&¥ctively; (ii) net realized gains
(losses) on investments of the consolidated fufi@g03) billion, $0.3 billion and $1.6 billion ding the years ended December 31, 2009, 2008
and 2007, respectively; (iii) change in unrealigaéhs (losses) on investments of $7.8 billion, $1Billion and $(0.4) billion for the years
ended December 31, 2009, 2008 and 2007, respsgtara (iv) income (loss) attributable to noncoling interests of $6.0 billion, $(11.9)
billion and $1.6 billion during the years ended Beber 31, 2009, 2008 and 2007, respectively. Tagsmints are reflected as operating
activities in accordance with investment comparngoaating.

Net Cash Used in Investing Activiti

Our net cash used in investing activities$43.0 million, $61.7 million and $112.5 millidaring the years ended December 31, 2009,
2008 and 2007, respectively. Our investing actésitincluded the purchases of furniture, equipmedti@asehold improvements of
$21.1 million, $13.1 million and $17.1 million, a&ll as an increase in restricted cash and cashalgnts to fund collateral requirements of
$21.9 million, $4.5 million and $95.4 million fon¢ years ended December 31, 2009, 2008 and 2Gp&atévely. In addition, for the year
ended December 31, 2008, $44.2 million was usguitchase the noncontrolling interest in our Publarkets segment.

Net Cash Provided by Financing Activiti

Our net cash provided by financing actdstivas $0.7 billion, $2.4 billion and $8.8 billidaring the years ended December 31, 2009,
2008 and 2007, respectively. Our financing acesgiprimarily included: (i) contributions, net okttibutions made to noncontrolling interests,
of $0.8 billion, $2.8 billion and $7.1 billion dung the years ended December 31, 2009, 2008 and g&péctively; (ii) repayment of debt
obligations net of proceeds received of $(0.3)dnill $(0.2) billion and $2.6 billion for the yeagaded December 31, 2009, 2008 and 2007,
respectively; and (iii) distributions to, net ofrtobutions by, our equity holders of $0.2 billids.1 billion and $0.9 billion during the years
ended December 31, 2009, 2008 and 2007, respsctivel

Critical Accounting Policies

The preparation of our consolidated andhaed financial statements in accordance with GA&duires our management to make
estimates and judgments that affect the reporteazliata of assets and liabilities, disclosure of c@@nt assets and liabilities, and reported
amounts of revenues, income and expense. Our maweaigdases these estimates and judgments on deailédrmation, historical experien
and other assumptions that we believe are reaspoaler the circumstances. However, these estipjatEsnents and assumptions are often
subjective and may be impacted negatively basethanging circumstances or changes in our analifsgstual amounts are ultimately
different from those estimated, judged or assumadsions are included in the consolidated and éoetbfinancial statements in the period in
which the actual amounts become known. We beliegddllowing critical
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accounting policies could potentially produce miathr different results if we were to change ungerg estimates, judgments or assumptions.
Please see the notes to the consolidated and cedhfiirancial statements included elsewhere indb@ment for further detail regarding our
critical accounting policies.

Principles of Consolidatior

Our policy is to consolidate (i) those &as in which we hold a majority voting interestr@ve majority ownership and control over
significant operating, financial and investing dgens of the entity including those KKR Funds inieththe general partner is presumed to |
control or (ii) entities determined to be variablterest entities ("VIES") for which we are consielé the primary beneficiary and absorb a
majority of the expected losses or a majority &f éxpected residual returns, or both.

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

The consolidated KKR funds do not consaédheir majority-owned and controlled investmentportfolio companies. Rather, those
investments are accounted for as investments aniédat fair value as described below.

The KKR funds are consolidated notwithstagdhe fact that we have only a minority econointerest in those funds. The consolidated
and combined financial statements reflect the ashabilities, revenues, expenses, investmentrirecand cash flows of the consolidated KKR
Funds on a gross basis, and the majority of tha@oa interests in those funds, which are heldhirgdtparty investors, are attributed to
noncontrolling interests in the accompanying cadstéd and combined financial statements. Subsignéll of the management fees and
certain other amounts earned by us from those fareleliminated in consolidation. However, becahseeliminated amounts are earned from,
and funded by, noncontrolling interests, our atit@ble share of the net income from those fundscigased by the amounts eliminated.
Accordingly, the elimination in consolidation ofctuamounts has no effect on net income (losshattble to the Group Holdings or Group
Holdings' partners' capital.

Noncontrolling interests represent the owhip interests held by entities or persons othan (Group Holdings.
Fair Value of Investments

Our consolidated funds are treated as tnvest companies under investment company accougtiitance for the purposes of GAAP
and, as a result, reflect their investments orctmesolidated and combined statement of financiadlition at fair value, with unrealized gains
losses resulting from changes in fair value refldcis a component of investment income in the didladed and combined statements of
operations. We have retained the specialized atioguof the consolidated funds.

We measure and report our investmentsdnrdance with fair value accounting guidance, wiastablishes a hierarchical disclosure
framework that prioritizes and ranks the level @rket price observability used in measuring investts at fair value. Market price
observability is affected by a number of factongliding the type of investment and the charadtesispecific to the investment. Investments
with readily available actively quoted prices or ¥ehich fair value can be measured from activelgtgd prices generally will have a higher
degree of market price observability and a lessgrekt of judgment used in measuring fair value.
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Investments measured and reported at &irevare classified and disclosed in one of thieighg categories:

Level I—Quoted prices are available inaetinarkets for identical investments as of the ripg date. The type of investments included
in Level I include publicly listed equities and pigly listed derivatives. In addition, securitieald, but not yet purchased and call options are
included in Level I. We do not adjust the quoteidgfor these investments, even in situations wherdold a large position and a sale could
reasonably affect the quoted price. We classif&% of total investments measured and reportégiratalue as Level | at December 31,
20009.

Level Il—Pricing inputs are other than qeabprices in active markets, which are either diyear indirectly observable as of the reporting
date, and fair value is determined through theafiseodels or other valuation methodologies. Investta which are generally included in this
category include corporate bonds and loans, cabledebt indexed to publicly listed securities aedtain over-the-counter derivatives. We
classified 10.4% of total investments measuredrapdrted at fair value as Level Il at DecemberZ09.

Level lll—Pricing inputs are unobservabe the investment and include situations whereetliglittle, if any, market activity for the
investment. The inputs into the determination @f¥alue require significant management judgmergsiimation. Investments that are inclu
in this category generally include private portboiompanies held through our private equity fuhis.classified 67.0% of total investments
measured and reported at fair value as Level IDedember 31, 2009. The valuation of our Leveinylestments at December 31, 2009
represents management's best estimate of the asrhamive would anticipate realizing on the salthebe investments at such date.

In certain cases, the inputs used to medsimvalue may fall into different levels of tfar value hierarchy. In such cases, an investrs
level within the fair value hierarchy is based ba towest level of input that is significant to fiaér value measurement. Our assessment of the
significance of a particular input to the fair valmeasurement in its entirety requires judgmert,vem consider factors specific to the
investment.

When determining fair values of investments use the last reported market price as oftttersent of financial condition date for
investments that have readily observable markeeprilf no sales occurred on such day, we usebidé frice at the close of business on that
date and, if sold short, the "asked" price at tbeeof business on that date day. Forward costexet valued based on market rates or prices
obtained from recognized financial data servicesjolers.

The majority of our private equity investmeare valued utilizing unobservable pricing irgplManagement's determination of fair valt
based upon the best information available for @gigircumstance and may incorporate assumptiohgtbananagement's best estimates after
consideration of a variety of internal and exteffaators. We generally employ two valuation metHodiees when determining the fair value of
a private equity investment. The first methodoligtypically a market multiples approach that cdess a specified financial measure (such as
EBITDA) and recent public market and private tranigams and other available measures for valuingpgaoable companies. Other factors such
as the applicability of a control premium or illigity discount, the presence of significant uncdidsded assets and liabilities and any favor
or unfavorable tax attributes are also considaneatriving at a market multiples valuation. Theam®t methodology utilized is typically a
discounted cash flow approach. In this approachwilléncorporate significant assumptions and judgns in determining the most likely
buyer, or market participant for a hypotheticabsathich might include an initial public offeringtivate equity investor, strategic buyer or a
transaction consummated through a combination piéithe above. Estimates of assumed growth regeminal values, discount rates, capital
structure and other factors are employed in thig@gch. The ultimate fair value recorded for aipatar investment will generally be within
the range suggested by the two methodologies, tadjdisr issues related to achieving liquidity irdilg
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size, registration process, corporate governamaetate, timing, an initial public offering discouand other factors, if applicable. As discussed
above, we utilize several unobservable pricing fa@und assumptions in determining the fair valueuwfprivate equity investments. These
unobservable pricing inputs and assumptions mdgrdify investment and in the application of ounnadlon methodologies. Our reported fair
value estimates could vary materially if we hadsghoto incorporate different unobservable pricimguis and other assumptions.

Approximately 22.6%, or $6.6 billion, an®%, or $2.1 billion, of the value of our investrniewere valued using quoted market prices,
which have not been adjusted, as of December 319 280d 2008, respectively.

Approximately 77.4%, or $22.4 billion, a8d.1%, or $18.8 billion, of the value of our inwvesints were valued in the absence of readily
observable market prices as of December 31, 2002@08, respectively. The majority of these invesita were valued using internal models
with significant unobservable market parameters@amddeterminations of the fair values of theseestinents may differ materially from the
values that would have resulted if readily obseleatarket prices had existed. Additional exteragtdrs may cause those values, and the
values of investments for which readily observabeket prices exist, to increase or decrease awer, tvhich may create volatility in our
earnings and the amounts of assets and partnpitglidhat we report from time to time.

Our calculations of the fair values of @i company investments were reviewed by an indiggrvaluation firm, who provided third-
party valuation assistance to us, which consistegain limited procedures that we identified aaduested it to perform. Upon completior
such limited procedures, the independent valudifonconcluded that the fair value, as determingdib, of those investments subjected to
their limited procedures did not appear to be wweable. The limited procedures did not involveaadit, review, compilation or any other
form of examination or attestation under generatlgepted auditing standards. The general partfensr dunds are responsible for determir
the fair value of investments in good faith, anel limited procedures performed by the independahuation firm are supplementary to the
inquiries and procedures that the general partheach fund is required to undertake to determtireefair value of the investments.

Changes in the fair value of the investraeritour consolidated private equity funds may iotfthe net gains (losses) from investment
activities of our private equity funds as describeder "—Key Financial Measures—Investment Incomest-®ains (Losses) from Investment
Activities." Based on the investments of our prévatjuity funds as of December 31, 2009, we estithatean immediate 10% decrease in the
fair value of the funds' investments generally wio@sult in a 10% immediate change in net gairssée) from the funds' investment activities
(including carried interest when applicable), reliess of whether the investment was valued usisgmable market prices or management
estimates with significant unobservable pricinguitgp However, we estimate the impact that the apnsatial decrease in investment income
would have on net income attributable to Group agd would be significantly less than the amourstotided above, given that a majority of
the change in fair value would be attributable aacontrolling interests.

Substantially all of the value of the intraents in our consolidated fixed income funds weslged using observable market parameters,
which may include quoted market prices, as of Ddzmm31, 2009 and 2008. Quoted market prices, wked,are not adjusted.
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Revenue Recognitio

Fees consist primarily of (i) monitoringdaimansaction fees that we receive from our padfobmpanies and capital markets activities and
(i) management and incentive fees that we recaineetly from our unconsolidated funds. These feesbased upon the contractual terms of
the management and other agreements that we atderith the applicable funds, portfolio comparéesl third parties. We recognize fees in
the period during which the related services aréopmed and the amounts have been contractualheean accordance with the relevant
management or other agreements. Incentive feescaraed either annually or quarterly after all augencies have been removed.

Our consolidated private equity funds regtile management company to refund up to 20%ytash management fees earned from
limited partners in the event that the funds re@ga carried interest. At such time as the furndgaizes a carried interest in an amount
sufficient to cover 20% of the management feesexhar a portion thereof, a liability to the funlifeited partners is recorded and revenue is
reduced for the amount of the carried interestgaed, not to exceed 20% of the management fads As of December 31, 2009, the amc
subject to refund for which no liability has beecorded totaled $148.9 million as a result of ¢erfiands not yet recognizing sufficient carried
interests. The refunds to the limited partnerspaiid, and the liabilities relieved, at such timattthe underlying investments are sold and the
associated carried interests are realized. In\hatehat a fund's carried interest is not suffitim cover all or a portion of the amount that
represents 20% of the earned management fees, féesswill not be refunded to the funds' limitedtpars, in accordance with the respective
agreements.

Recognition of Investment Incom

Investment income consists primarily of tineealized and realized gains (losses) on invegsr(@cluding the impacts of foreign
currency on non-dollar denominated investmentsjddind and interest income received from investsiand interest expense incurred in
connection with investment activities. Unrealizexdng or losses result from changes in the fairevafuour funds' investments during a period
as well as the reversal of unrealized gains oe#s connection with realization events. Upon désion of an investment, previously
recognized unrealized gains or losses are revensg@ corresponding realized gain or loss is reizedrin the current period. While this
reversal generally does not significantly impaet tiet amounts of gains (losses) that we recogmze investment activities, it affects the
manner in which we classify our gains and lossesdporting purposes.

Due to the consolidation of the majorityonir funds, the share of our funds' investmentrimedhat is allocable to our carried interests and
capital investments is not shown in the consolidated combined financial statements. Instead,nhesiment income that Group Holdings
retains in its net income, after allocating amouatsoncontrolling interests, represents the portibits investment income that is allocable to
us. Because the substantial majority of our fumdscansolidated and because we hold only a minedgnomic interest in our funds'
investments, our share of the investment incomemgded by our funds' investment activities is digantly less than the total amount of
investment income presented in its consolidatedcantbined financial statements.

We recognize investment income with respeoiur carried interests in investments of ouvate equity funds and davestment vehicle:
the capital invested by or on behalf of the genpaainers of our private equity funds and the natr@dling interests that third-party fund
investors hold in our consolidated funds.
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Recognition of Carried Interests in Statement oé@pons

Carried interests entitle the general gartf a fund to a greater allocable share of tinel'Riearnings from investments relative to the
capital contributed by the general partner andespondingly reduce noncontrolling interests' attidble share of those earnings. Amounts
earned pursuant to carried interests in the KKRdBware included as investment income in Net Gaiosdes) from Investment Activities and
are earned by the general partner of those funtietextent that cumulative investment returngpasgtive. If these investment returns decrt
or turn negative in subsequent periods, recogréaeded interest will be reduced and reflectedhasstment losses. Carried interest is
recognized based on the contractual formula s#t forthe instruments governing the fund as ifftned was terminated at the reporting date
with the then estimated fair values of the investtaeealized. Due to the extended durations ofooivate equity funds, management believes
that this approach results in income recognitiat best reflects our periodic performance in theageament of those funds.

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

Clawback Provision

Under a "clawback" provision, upon the lgtation of a private equity fund, the general partis required to return, on an after-tax basis,
previously distributed carry to the extent thate doi the diminished performance of later investmgthie aggregate amount of carry
distributions received by the general partner dutire term of the fund exceed the amount to whiehgeneral partner was ultimately entitled.

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

Carry distributions arising subsequenti® Transactions will be allocated generally toxawol participants and the Combined Business
in accordance with the terms of the instrumentsgung the KKR Group Partnerships.

Net Loss Sharing Provisiol

The instruments governing certain of ouvate equity funds may also include a "net lossiglggprovision," that, if triggered, may give
rise to a contingent obligation that may require general partners to contribute capital to thel fao fund 20% of the net losses on
investments. In connection with the "net loss steaprovisions," certain of our private equity fural®cate a greater share of their investment
losses to us relative to the amounts contributedsotp those vehicles. In these vehicles, suctetoa®uld be required to be paid by our to the
limited partners in those vehicles in the evera tiuidation of the fund regardless of whether eagried interest had previously been
distributed. Unlike the "clawback” provisions, wélwe responsible for amounts due under net lbssisg arrangements and will indemnify
our principals for personal guarantees that thexe Ipgiovided with respect to such amounts.
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Recent Accounting Pronouncements

Effective January 2009, we adopted guidamcthe accounting and financial statement pretientaf noncontrolling (minority) interests.
The guidance requires reporting entities to presentredeemable noncontrolling interests as edqagypposed to a liability or mezzanine
equity) and provides guidance on the accountindgréorsactions between an entity and noncontrolliterest holders. As a result, (i) with
respect to the statements of financial conditimamaontrolling interests have been reclassified esnaponent of Equity, (ii) with respect to the
statements of operations, Net Income (Loss) isgmtesl before noncontrolling interests and the states of operations net to Net Income
(Loss) Attributable to Group Holdings, and (iii)twirespect to the statements of changes in equityl] forward column has been included for
noncontrolling interests. The presentation andldésze requirements have been applied retrospécfiveall periods presented in accordance
with the issued guidance. The guidance also aarifie scope of accounting and reporting for dseiean ownership of a subsidiary to include
groups of assets that constitute a business. Tdpesdarification did not have a material impactloa financial statements.

Effective January 1, 2009, we adopted guiddssued by the FASB regarding disclosures adbennative instruments and hedging
activities. The purpose of the guidance is to imprbnancial reporting of derivative instrumentsldredging activities. The guidance requires
enhanced disclosures to enable investors to hettigrstand how those instruments and activitiesereunted for, how and why they are used
and their effects on an entity's financial positifimancial performance and cash flows. The adoptésulted in additional required disclosures
relating to derivative instruments, which have besftected in the accompanying financial statements

Effective January 1, 2009, we adopted guideon the determination of the useful life of ng#le assets. The guidance amends the fe
an entity should consider in developing renewahdension assumptions used in determining the Ukfefwf recognized intangible assets. -
new guidance applies prospectively to (a) intarggdssets that are acquired individually or withhaug of other assets and (b) both intangible
assets acquired in business combinations and asgeisitions. We did not acquire any intangibleséssluring the year ended December 31,
2009.

In April 2009, the Financial Accounting Btiards Board ("FASB") updated Accounting Stand&ddification Section 820 ("ASC 820")
in order to help constituents estimate fair vallewthe volume and level of activity have signifita decreased for an asset or liability
recorded at fair value, as well as including gu@aan identifying circumstances that indicate ageation is not orderly. The updated
accounting guidance was effective for interim andual reporting periods ending after June 15, 2@68,shall be applied prospectively. Early
adoption is permitted for periods ending after Mat&, 2009. The adoption of this ASC 820 updatendichave a material impact on our
financial statements.

In April 2009, the FASB updated Accountfatandards Codification Section 320 ("ASC 320") toviide new guidance on the recognition
of other-than-temporary impairments of investmémtdebt securities and provide new presentationdisclosure requirements for other-than-
temporary impairments of investments in debt andtggecurities. The updated accounting guidanedfective for financial statements isst
for interim or annual periods ending after June2)9. The adoption of this ASC 320 update didhae a material impact on our financial
statements.

In April 2009, the FASB updated Accounti@tandards Codification Section 825 ("ASC 825")aquire disclosures about fair value of
financial instruments in interim reporting perio&sich disclosures were previously required onlgrinual financial statements. The updated
disclosure guidance was effective for financiatestaents issued for interim or annual periods enditgy June 15, 2009. The adoption of this
ASC 825 update did not have a material impact arfinancial statements.
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In June 2009, the FASB issued Statementldd,Amendments to FASB Interpretation No. 46@Ry] the FASB subsequently codified it
as ASU 2009-17, updating ASC Section &ldnhsolidations The objective of ASU 2009-17 is to improve finaheeporting by enterprises
involved with variable interest entities. The FABBdertook this project to address (1) the effentseartain provisions of FASB Interpretation
No. 46,Consolidation of Variable Interest Entities—an hpieetation of ARB No. 51, as revis€@IN 46(R)"), as a result of the elimination of
the qualifying special-purpose entity concept inAB09-16, and (2) constituent concerns about pipdiGation of certain key provisions of
FIN 46(R), including those in which the accountangl disclosures under the interpretation do noagdwprovide timely and useful informati
about an enterprise's involvement in a variableradt entity. ASU 2009-17 shall be effective athefbeginning of each reporting entity's first
annual reporting period that begins after Noveni#2009, for interim periods within that first arah reporting period, and for interim and
annual reporting periods thereafter. Earlier agpion is prohibited. During February 2010, the scopthe ASU was modified to indefinitely
exclude certain entities from the requirement t@ssessed for consolidation. We are currently etialg the potential impacts of the adoption
of ASU 2009-17 on our statements of operationsfarahcial condition.

In July 2009, the FASB issu&te FASB Accounting Codification and the Hierarofhyenerally Accepted Accounting Principless
defined in Accounting Standards Codification Settl®5 ("Codification"). Codification will becomeatsource of authoritative U.S. GAAP
recognized by the FASB to be applied by nongoventaientities. Rules and interpretive releases©i@fSEC under authority of U.S. federal
securities laws are also sources of authoritati\ & for SEC registrants. On the effective datehid Statement, the Codification will
supersede all then-existing non-SEC accounting@palrting standards. All other non-SEC accountitagdture not included in the
Caodification will become nonauthoritative. The Clathition is effective for financial statements isdufor interim and annual periods ending
after September 15, 2009. We adopted the guiddfeetiee with the issuance of its December 31, 2fi0@ncial statements. As the guidanc
limited to disclosure in the financial statememnd ghe manner in which we refer to GAAP authontfiterature, there was no material impact
on our financial statements.

In September 2009, the FASB issued Accagnfitandards Update ("ASU") No. 2009-0&ome Taxes (Topic 740)—Implementation
Guidance on Accounting for Uncertainty in Incomex@@and Disclosure Amendments for Nonpublic Er{{ti&&SU 2009-06") which amended
Accounting Standards Codification Subtopic 7401h8pme Taxes—OverallThe updated guidance considers an entity's &zséntat it is a
tax-exempt not for profit or a pass through erditya tax position that requires evaluation undétdgic 740-10. In addition, ASU 2009-06
provided implementation guidance on the attributbmcome taxes to entities and owners. The reMigeédance is effective for periods end
after September 15, 2009. The adoption of ASU 200@id not have a material impact on the finansiatements.

In September 2009, the FASB issued ASU2009-12, Fair Value Measurements and Disclosurepi¢T820)—Investments in Certain
Entities That Calculate Net Asset Value per Si(or Its Equivalent) ("ASU 2009-12") which amendedcAunting Standards Codification
Subtopic 820-10Fair Value Measurements and Disclosures—Over@he guidance permits, as a practical expediengndity holding
investments in certain entities that calculateasset value per share or its equivalent for whietfair value is not readily determinable, to
measure the fair value of such investments on #iséslof that net asset value per share or its atprivwithout adjustment. The guidance also
requires disclosure of the attributes of investraevithin the scope of the guidance by major categbinvestment. Such disclosures include
the nature of any restrictions on an investor'tglio redeem its investments at the measuremaia, &dny unfunded commitments and the
investment strategies of the investee. The guidane#ective for interim and annual periods endifiggr December 15, 2009 with
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early adoption permitted. The adoption of ASU 2A@9did not have a material impact on the fair valagermination of applicable
investments; however, it will result in additiomatjuired disclosures.

In January 2010, the FASB issued ASU Nd.(206,Improving Disclosures About Fair Value Measuremeavticch amended ASC 820,
Fair Value Measurements and Disclosu. The updated guidance requires an entity to ptesaniled disclosures about transfers to and from
Level 1 and 2 of the Valuation Hierarchy effectdanuary 1, 2010 and requires an entity to presgehpses, sales, issuances, and settlements
on a "gross" basis within the Level 3 (of the Véiom Hierarchy) reconciliation effective January2D11. We will adopt the guidance during
2010 and 2011, as required, and the adoption ailemo material impact on our financial positiorresults of operations; however, it will
result in additional required disclosures.

In February 2010, the FASB updated AccaynBtandards Codification Section 855 ("ASC 8550bsequent Eventsvhich addresses
certain implementation issues related to an estigquirement to perform and disclose subsequemt@rocedures. The updated guidance
requires SEC filers and conduit debt obligors famauit debt securities that are traded in a pubbeket to evaluate subsequent events through
the date the financials are issued. All other mrgtiire required to "evaluate subsequent everdadhrthe date the financial statements are
available to be issued.” This guidance also exe®Rts filers from disclosing the date through whscihsequent events have been evaluated.
The guidance is effective immediately. We have rtakéo consideration this guidance when evaluagimgsequent events and have included in
the financial statements the required disclosures.

Qualitative and Quantitative Disclosures About Market Risk

Our exposure to market risks primarily tesato its role as general partner or manager ofunds and sensitivities to movements in the
fair value of their investments, including the efféhat those movements have on the managemenarfieesarried interests that we receive. We
have an increased exposure to market risks asili ofshe principal assets. The fair value of istveents may fluctuate in response to changes
in the value of securities, foreign currency exaerates and interest rates.

Market Risk

Our funds hold investments that are regbatefair value. Net changes in the fair valuenveistments impact the net gains from
investments in our combined statements of operstiBased on the investments of our funds as of dbee 31, 2009, we estimate that a 10%
decrease in the fair value of our funds' investmerduld result in a corresponding reduction in stagent income. However, we estimate the
impact that the consequential decrease in investineome would have on our reported income atteblg to Group Holdings would be
significantly less than the amount presented abgiven that a substantial majority of the chang&invalue would be attributable to
noncontrolling interests.

Our base management fees in our privatéyefyunds are calculated based on the amount dafalagpmmitted or invested by a fund, as
described under "Business—Our Segmerfsivate Markets." In the case of our Public Markmisiness, management fees are often calct
based on the average NAV of the fund, vehicle pecilty finance company, for that particular pdrido the extent that base management
are calculated based on the NAV of the fund's itmests, the amount of fees that we may chargebeilhcreased or decreased in direct
proportion to the effect of changes in the fairueabf the fund's investments. The proportion ofmanagement and other amounts that are
based on NAV depends on the number and type offimédxistence. Currently, a majority of our prevaguity funds are based on a percer
of committed or invested capital.
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Securities Market Risl

Our investment funds make certain investenportfolio companies whose securities are iplybtraded. The market prices of securities
may be volatile and are likely to fluctuate duatoumber of factors beyond our control. These fadtwlude actual or anticipated fluctuations
in the quarterly and annual results of such comgsaar of other companies in the industries in wliingty operate, market perceptions
concerning the availability of additional secustier sale, general economic, social or politi@telopments, industry conditions, changes in
government regulation, shortfalls in operating hssinom levels forecasted by securities analytsis general state of the securities markets and
other material events, such as significant managenfenges, re-financings, acquisitions and disjpos.. In addition, although our private
equity funds primarily hold investments in porttbotompanies whose securities are not publicly ttattee value of these investments may also
fluctuate due to similar factors beyond our control

Exchange Rate Risl

Our private equity funds make investmertsiftime to time in currencies other than thoseliich their capital commitments are
denominated. Those investments expose us and ndriruestors to the risk that the value of the streents will be affected by changes in
exchange rates between the currency in which thigat@ommitments are denominated and the curréneghich the investments are made.
Our policy is to minimize these risks by employmegdging techniques, including using foreign exclatgntracts to reduce exposure to future
changes in exchange rates when our funds haveté@d/asneaningful amount of capital in currencidgeothan the currencies in which their
capital commitments are denominated.

Because most of the capital commitmentsutofunds are denominated in U.S. dollars, our prinexposure to exchange rate risk relates
to movements in the value of exchange rates bettfeeb.S. dollar and other currencies in whichiouestments are denominated (primarily
euro, British pound and Australian dollars). Wereate that a simultaneous parallel movement by 0O#e exchange rates between the U.S.
dollar and all of the major foreign currencies ihi@h our funds' investments were denominated &eckémber 31, 2009 would result in net
gains or losses from investment activities of aurds of $391.1 million. However, we estimate that ¢ffect on its income before taxes and its
net income from such a change would be signifigdess than the amount presented above, becaudesiastial majority of the gain or loss
would be attributable to noncontrolling interestour funds.

Credit Risk

We are party to agreements providing fofoues financial services and transactions thataiordan element of risk in the event that the
counterparties are unable to meet the terms of agrements. In these agreements, we depend endbesterparties to make payment or
otherwise perform. We generally endeavor to mingroar risk of exposure by limiting the countergestivith which we enter into financial
transactions to reputable financial institutiomsatidition, availability of financing from finandimstitutions may be uncertain due to market
events, and we may not be able to access theseifittamarkets.
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BUSINESS
Overview

Led by Henry Kravis and George Robertsanea global alternative asset manager with $5#i@bin AUM as of December 31, 2009
and a 34-year history of leadership, innovation iandstment excellence. When our founders stantedion in 1976, they established the
principles that guide our business approach todajyding a patient and disciplined investment psx; the alignment of our interests with
those of our investors, portfolio companies aneépttakeholders; and a focus on attracting wordsctalent.

Our business offers a broad range of asaetgement services to our investors and proviaigisat markets services to our firm, our
portfolio companies and our clients. Throughout lustory, we have consistently been a leader irpthate equity industry, having completed
more than 170 private equity investments with altoinsaction value in excess of $425 billionrdoent years, we have grown our firm by
expanding our geographical presence and buildisgnesses in new areas, such as fixed income aritdloaarkets. Our new efforts build on
our core principles, leverage synergies in ourrmegs, and allow us to capitalize on a broader rahgeportunities that we source.
Additionally, we have increased our focus on sengour existing investors and have invested megully in developing relationships with
new investors.

With over 600 people, we conduct our bussrthrough 14 offices on four continents, providisgwith a pre-eminent global platform for
sourcing transactions, raising capital and carrgingcapital markets activities. We have grown AUiM significantly, from $15.1 billion as of
December 31, 2004 to $52.2 billion as of Decemlg2809, representing a compounded annual groveofeé28.1%. Our growth has been
driven by value that we have created through oeratppnally focused investment approach, the exparaf our existing businesses, our entry
into new lines of business, innovation in the prduhat we offer investors, an increased focupromiding tailored solutions to our clients ¢
the integration of capital markets distributioniates.

As a global alternative asset manager,ave management, monitoring, transaction and ineeriées for providing investment
management, monitoring and other services to audsuvehicles, managed accounts and portfolio carepaand we generate transaction-
specific income from capital markets transactidlie. earn additional investment income from investing own capital alongside our investors
and from the carried interest we receive from fuadd vehicles. A carried interest entitles the sporf a fund to a specified percentage of
investment gains that are generated on third-gaytal that is invested.

We seek to consistently generate attradtivestment returns by employing world-class pegfukowing a patient and disciplined
investment approach and driving growth and valeation in our portfolio. Our investment teams hdgep industry knowledge and are
supported by a substantial and diversified capig@le, an integrated global investment platformettpertise of operating consultants and st
advisors and a worldwide network of business retesthips that provide a significant source of inresit opportunities, specialized knowledge
during due diligence and substantial resourcesriating and realizing value for stakeholders. Wlgelkie that these aspects of our business
will help us continue to expand and grow our bussnend deliver strong investment performance iargety of economic and financial
conditions.

Strengths

Over our history, we have developed a lssrapproach that centers around three key prascifi) adhere to a patient and disciplined
investment process; (ii) align our interests witbge of our investors and other stakeholders; i@hdt{ract world-class talent for our firm and
portfolio companies. Based on these principleshaxe developed a number of strengths that we leeliev
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differentiate us as an alternative asset managkeprovide additional competitive advantages thatlwaleveraged to grow our business and
create value. These include:

Firm Culture and People

When our founders started our firm in 19é8eraged buyouts were a novel form of corporatenfce. With no financial services firm to
use as a model and with little interest in copyamgexisting formula, our founders sought to buiféira based on principles and values that
would provide a proper institutional foundation f@ars to come. We believe that our success angtrydleadership has been largely
attributable to the culture of our firm and theues that we live by. We believe that our experidrared talented people, who represent our
culture and values, have been the key to our sa@m@$ growth. These values and our "one firm" caltill not change as a result of the U.S.
Listing.

Leading Brand Name

The "KKR" name is associated with: expetgeand success in private equity transactions wde} a focus on operational value creation
in portfolio companies; a strong investor baselod@ network of leading business relationshipseutation for integrity and fair dealing;
creativity and innovation; and superior investmaatformance. The strength of this brand helps tiactworld-class talent, raise capital and
obtain access to investment opportunities. It hes provided the firm with a foundation to expamd aliversify into new business lines. We
intend to leverage the strength of our brand asaminue to grow our businesses.

Global Presence and Integrated One Firm Approach

We are a global firm. Although our operaicspan multiple continents and business lined)ave a common culture and are focused on
sharing knowledge, resources and best practiceadhout our offices and across asset classes.affitles in 14 major cities on four
continents, we have created an integrated glolbfigoin for sourcing and making investments in npldtiasset classes and throughout the
capital structure. Our global and diversified opierss are supported by extensive local market kedgg, which allows us to deploy capital
across a number of geographical markets and rajsgatfrom a broad base of investors globally.

Our investment processes are overseenagtiment committees that operate globally and Hgdior management committee monitors
private equity investments. Where appropriate, shwment professionals across our various businessdstogether and with our capital
markets team to source and execute investment niiies. We believe that operating as an integrfiten enhances the growth and stability
of our business and helps optimize the decisionmalee across asset classes and geographies.

Sourcing Advantage

We believe that we have a competitive athg for sourcing new investment opportunities essalt of our internal deal generation
strategies, industry expertise and global netwAdkoss our businesses, our investment professi@amalsrganized into industry groups and
work closely with our operating consultants and@eadvisors to identify attractive businesses.seheeams conduct their own primary
research, develop views on industry themes andsreand identify companies in which we may wariht@st.

We also maintain relationships with leadéxgcutives from major companies, commercial amdstment banks and other investment and
advisory institutions. Through our industry focuslaylobal network, we often are able to obtain esitle or limited access to investments that
we identify. Our reputation as a patient and lomgrtinvestor also makes us an attractive sourcafal for
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companies and, through our relationships with méj@ncial institutions, we generate additionahaction opportunities.
Distinguished Track Record Across Economic Cyc

We have successfully employed our patiedtdisciplined investment process through all typfesconomic and financial conditions,
developing a track record that distinguishes tima.fFrom our inception through December 31, 2009 private equity funds with at least
36 months of investment activity generated a cutivdaross IRR of 25.8%, compared to the 11.5%gtBR achieved by the S&P 500 Index
over the same period. Additionally, we establisbhedfixed income business in 2004 and, despitécditf market conditions, the returns in e
of our core strategies since inception have outperéd relevant benchmarks.

Sizeable Lon-Term Capital Base

As of December 31, 2009, we had $52.2dnilbf AUM, making us one of the largest independdigrnative asset managers in the world.
Our private equity funds and certain of our co-stmeent vehicles receive capital commitments fromedtors that may be called for during an
investment period that typically lasts for six y@and may remain invested for up to approximat@lydars. In addition, our specialty finance
company as well as our structured finance vehideside capital that has either long-dated or neunities. As of December 31, 2009,
approximately 93%, or $48.6 billion, of our AUM hadcontractual life at inception of at least 10rgeavhich has provided a stable source of
long-term capital for our business.

Long-Standing Investor Relationships

We have established strong relationshiglk air investors, which has allowed us to raiseifitant amounts of capital for investment
across a broad range of asset classes. We haveraified group of investors, including some of llwgest public and private pension plans,
global financial institutions, university endowmeind other institutional and public market investdany of these investors have invested
with us for decades in various products that weeteponsored. We continue to develop relationshiiswvew significant investors worldwide,
providing an additional source of capital for oowvéstment vehicles. We believe that the strengtgdtih, duration and diversity of our inves
relationships provides us with a significant adeget for raising capital from existing and new sesrand will help us continue to grow our
business.

Alignment of Interests

Since our inception, one of our fundameptalosophies has been to align the interestsefitin and our people with the interests of our
investors, portfolio companies and other stakehsld&e achieve this by putting our own capital bdhour ideas. We and our principals have
over $6.5 billion invested in or committed to owvrofunds and portfolio companies, including $4.tidn funded through our balance sheet,
$1.3 billion of additional commitments to investrhé&mds and $1.0 billion in personal investments.

Creativity and Innovation

We pioneered the development of the levestdmiyout and have worked throughout our historgréate new and innovative structures for
both raising capital and making investments. Ostadny of innovation includes establishing permareapital vehicles for our Public Markets
and Private Markets segments and developing neutetaparkets and distribution capabilities in NoAmerica, Europe and Asia.
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Growth Strategy

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

. generating superior returns on assets that we neagragjour principal assets;
. growing our assets under managem
. entering new businesses and creating new prochat$etverage our core competenc
. continuing our expansion into new geographies wadpect to both investing and raising capital;
. expanding our capital markets business; and
. using our principal assets to grow and invest inbasiness
Our Firm

Global Operations

With offices in New York, Menlo Park, SaraRcisco, Houston, Washington, D.C., London, P&ttsig Kong, Tokyo, Beijing, Seoul,
Mumbai, Dubai and Sydney, we have established tuas@s a leading global alternative asset man&gerexpansion outside of the United
States began in 1995 when we made our first investin Canada. Since that time, we have takengtenm strategic approach to investing
globally and have multilingual and multiculturalestment teams that have local market knowledgesaymificant business, investment and
operational experience in the countries in whichinuest. We believe that our global capabilitiegéassisted us in raising capital and
capturing a greater number of investment oppoligsjitvhile enabling us to diversify our operations.

While our operations span multiple contitseand asset classes, our investment professiaraupported by an integrated infrastructure
and operate under a common set of principles asohéss practices that are monitored by global cdatees. The firm operates with a single
culture that rewards investment discipline, cregtidetermination and patience and the sharingfofmation, resources, expertise and best
practices across offices and asset classes. Wipeopfate, we staff transactions across multipfece$ and businesses in order to take
advantage of the industry-specific expertise ofinuestment professionals, and we hold regular mgein which investment professionals
throughout our offices share their knowledge angkeiences. We believe that the ability to drawlanlbcal cultural fluency of our investment
professionals while maintaining a centralized artdgrated global infrastructure distinguishes osifother alternative asset managers and has
been a substantial contributing factor to our abth raise funds, invest internationally and exppanr businesses.

Global Committees

Our investment processes are overseenvagtiment and portfolio management committees thetate globally. Our investment
committees are responsible for reviewing and agpgpall investments made by their business segmmeatstoring due diligence practices ¢
providing advice in connection with the structuringgotiation, execution and pricing of investmef@sr portfolio management function is
responsible for working with our investment profeasls from the date on which a private equityiged income investment is made until the
time the investment is exited in order to ensuet $frategic and operational objectives are acdstmgd and that the performance of the
investment is closely monitored.
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Our Segments

Private Markets

Through our Private Markets segment, weagarand sponsor a group of investment funds ardvestment vehicles that invest capital
for long-term appreciation, either through coningllownership of a company or strategic minoritgiions. These investment funds and co-
investment vehicles are managed by Kohlberg Kreakerts & Co. L.P., a registered investment adyaod currently consist of a number of
private equity funds that have a finite life anddatment period, which are referred to as tradiigmivate equity funds. As of December 31,
2009, the segment had $38.8 billion of AUM and aetively investing funds included geographicallffetientiated investment funds and
vehicles with over $13.7 billion of unused cap@éammitments, providing a significant source of talphat may be deployed globally.

Private Markets Assets Under Management(1)
($ in billions)

$38.8

$36.5

(1) Assets under management are presented pro forniaef@ombination Transaction and, therefore, exclhé net asset value of KKR
Guernsey and its commitments to our investmentgund

Throughout our history, we have consisteblen a leader in the private equity industry. adesistently look for opportunities to lever:
our private equity experience to enter complemgritasinesses. We recognize the important roleitifi@structure plays in the growth of both
developed and developing economies, and believethbalobal infrastructure market provides an appuoty for the firm's combination of
private investment, operational improvement, amgilgory stakeholder management skills. We begddibg out our infrastructure operatic
as a complementary business in 2008 in order tiadizp on the growing demand for global infrasttre investment and provide investors
with an opportunity to invest in infrastructure etssas a distinct asset class.
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Experience

We are a world leader in private equityihg raised 15 traditional private equity fundsiwapproximately $59.7 billion of capital

commitments through December 31, 2009. We investdastry-leading franchises and attract world€lamnagement teams. Our investment
approach leverages our capital base, sourcing &atyanglobal network, industry knowledge, and ueigacess to operating consultants and

senior advisors, which we believe sets us apam fother private equity firms.

Portfolio

The following charts present informatiomcerning the amount of capital invested by tradaiqorivate equity funds by geography and
industry through December 31, 2009. We believetthiatdata illustrates the benefits of our busireggzroach and our ability to source and

invest in deals in multiple industries and geogreph

Dollars Invested by Geography
(European Fund and Subsequent Funds as of
December 31, 2009)

Asin
10.4%

Dollars Invested by Industry
(European Fund and Subsequent Funds as of
December 31, 2009)

Cheamicals 1.1%

Consumer Prodiscts 3.7%

Transpertation 1.8% Education 1.6%

Telecom 3.1% Enegy 7.9%

Technology 14.9% Financial Servicas 13.5%

Nanh America
49.0%

Europe

9. 7% Healh Care 15.9%

Redall 12.3%

Recycling 1.1% Holels/Leisure 0.4%

Media 10.7% Manilaciuring 12.0%

Our current private equity portfolio helshang our European Fund and subsequent funds cen$iapproximately 50 companies with
more than $200 billion of annual revenues and nileaie 900,000 employees worldwide. These compamnéekeadquartered in 13 countries
operate in 14 general industries which take adggntd our broad and deep industry and operatingntisp. Many of these companies are
leading franchises with global operations, strorapagement teams and attractive growth prospectshwie believe will provide benefits
through a broad range of business conditions, dietuthe current economic cycle.

The following table presents informatiomcerning the portfolio companies in our private iggportfolio as of December 31, 2009.

Company Year of

Name Investment Industry Country
TASC, Inc. 200¢ Technology United State:
Far Eastern Leasing Co., Lt 200¢  Financial Service China
Eastman Kodak Compat 200¢ Technology United State:
BMG Rights Management Gmb 200¢ Media Germany
Oriental Brewery 200¢ Consumer Produc  South Koree
East Resources, Inc 200¢ Energy United State:
Ma Anshan Modern Farmir 200¢ Consumer Produc  China

KKR Debt Investors S.ar.| 200¢ Financial Service United State:
Legg Mason, Inc. 200¢ Financial Service United State:
Unisteel 200¢  Technology Singapore
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Company
Name

Northgate Information Solutions Limite
Bharti Infratel Limited

Harman International Industries, In
Laureate Education, Inc

Energy Future Holdings Cory
First Data Corporatio

Alliance Boots Gmbk

Biomet, Inc.

Tarkett S.A.

Tianrui Group Cement Co., Ltc
ProSiebenSat.1 Media A

Dollar General Corporatio

U.S. Foodservice, Inc

MMI Holdings Limited

Yageo Corporatiol

U.N. Rc-Ro Isletmeleri A.S.
Capmark Financial Group Inc
HCA Inc.

BIS Cleanaway

KION Group GmbH

The Nielsen Company B.V
PagesJaunes Groupe S.

Seven Media Grou

AVR Bedrijven N.V.

Aricent Inc.

NXP B.V.

TDC A/S

Accellent Inc.

Duales System Deutschland #
Toys 'R' Us, Inc.

Avago Technologies Limite
SunGard Data Systems, In

Sealy Corporatiol

Jazz Pharmaceuticals, In

Visant Corporatiot

A.T.U. Autc-Teile-Unger Holding GmbF
Maxeda B.V.

Rockwood Holdings, Inc

KSL Holding—Hotel del Coronad:
Legrand Holdings S.A
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Year of

Investment Industry Country
200¢ Technology United Kingdom
200¢ Telecom India
2007 Consumer Produc  United State:
2007 Educatior United State:
2007 Energy United State:
2007 Financial Service United State:
2007 Health Care United Kingdom
2007 Health Care United State:
2007 Manufacturing France
2007 Manufacturing China
2007 Media Germany
2007 Retail United State:
2007 Retall United State:
2007 Technology Singapore
2007 Technology Taiwan
2007 Transportatior Turkey
200¢ Financial Service United State:
200¢ Health Care United State:
200¢ Recycling Australia
200¢ Manufacturing Germany
200¢ Media United State:
200¢ Media France
200¢ Media Australia
200¢ Recycling The Netherland
200¢ Technology India
200¢ Technology The Netherland
200¢ Telecom Denmark
200t Health Care United State:
200t Recycling Germany
200t Retail United State:
200t Technology Singapore
200t Technology United State:
200¢ Consumer Produc  United State:
200¢ Health Care United State:
2004 Media United State:
200¢ Retail Germany
200¢ Retail The Netherland
200¢  Chemicals United State:
200z Hotel Leisure United State:
200z Manufacturing France
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The table below presents information aB@fember 31, 2009 relating to our traditional pievequity funds. This data does not reflect
acquisitions or disposals of investments, changésviestment values or distributions occurring rRecember 31, 2009.

As of December 31, 2009

Investment Period Amount
Percentage
Commence- Uncalled Committed
ment End Commit- Commit- by General Remaining  Fair Value
Date(1) Date(1) ment(2) ments Partner Invested Realized Cost(3) (4)
(Amounts in millions, except percentages
Private
Markets
E2
Investor:
(Annex
Fund) 8/200¢ 11/201: $ 555.1 $ 499.7 4.1%$ 55.4 $ — % 554 $ 59.2
European
Fund 11l 3/200¢  3/201¢ 6,215.: 5,948.: 4.5% 266.¢ — 266.¢ 194.¢
Asian Func 7/2007  7/201% 4,000.( 2,399. 2.5%  1,600.¢ — 1,600.¢ 1,713
2006 Func 9/200¢  9/201: 17,642. 4,618.! 2.1% 13,023. 215.] 12,813.: 12,252.:
European
Fund Il 11/200¢ 10/200¢ 5,750.¢ — 2.1% 5,750.¢ 606.1 5,491. 3,418.°
Millennium
Fund 12/200: 12/200¢ 6,000.( — 2.5%  6,000.( 5,141.° 4,766.! 5,261.¢
European
Fund 12/199¢ 12/200: 3,085. — 3.2%  3,085. 5,913.¢ 705.( 1,936.:
Co-
Investmi
Vehicles Various  Various 1,662.¢ 262.% 0.2% 1,400.¢ 71.2 1,378.¢ 1,706.¢
Total 44911t 13,728.: 31,183.: 11,947 27,077 26,542
1) The commencement date represents the date on Wigicfeneral partner of the applicable fund commemeestment of the fund's capital. The end daeesents the earlier of 1

date on which the general partner of the appliciiid was or will be required by the fund's govegnagreement to cease making investments on befitalé fund, unless
extended by a vote of the fund investors, or tite da which the last investment was made.

2) The amount committed represents the aggregateatapinmitments to the fund, including capital cormants by third-party fund investors and the gelraetner. Foreign
currency commitments have been converted into dbBars based on (i) the foreign exchange rathetiate of purchase for each investment and @igttthange rate that
prevailed on December 31, 2009, in the case ofnd&#d commitments.

(3) The remaining cost represents investors' initieégtment adjusted for any return of capital in tssséll held by the fund.
(4) Fair value refers to the value determined by usctordance with U.S. GAAP.
Performance

We take a long-term approach to privatdtgdovestments and measure the success of oustiments over a period of years rather than
months. Given the duration of our private equityeistments, the firm focuses on realized multipfeswested capital and IRRs when
deploying capital in private equity transactionsic® our inception, we have completed more thanpkif@te equity investments involving an
aggregate transaction value of more than $42%bilNVe have nearly doubled the value of capitdlwehave invested in private equity,
turning $46.3 billion of capital into $86.5 billiasf value.

Amount Invested and Total Value
Private Equity Investments
As of December 31, 2009

] BEES

= Unroalizad
16 Volus
526506
o @
B
= %0
]
f' 4 Paslizod
- % Volua

609

Amount Imvesiod Torimd Walus
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From our inception in 1976 through Decentikr2009, our investment funds with at least 3@&h® of investment activity generated a
cumulative gross IRR of 25.8%, compared to the %lgboss IRR achieved by the S&P 500 Index ovestiee period, despite the cyclical .
sometimes challenging environments in which we haperated. The S&P 500 Index is an unmanaged iade)our returns assume
reinvestment of distributions and do not reflect #aes or expenses.

The table below presents information aBetember 31, 2009 relating to the historical penfamce of each of our traditional private
equity funds since inception, which we believesthates the benefits of our private equity approdtiis data does not reflect additional capital
raised since December 31, 2009 or acquisitionsspodals of investments, changes in investmenegabu distributions occurring after that
date. You are encouraged to review the cautionary below for a description of reasons why theritesults of our private equity funds may
differ from the historical results of our privatquéty funds.

Amount Fair Value of Investments Multiple of
Gross Net Invested
Private Equity Funds ~ Commitment Invested Realized Unrealized Total IRR* IRR* Capital**
($ in millions)
Legacy Funds(1
1976 Func $ 31 % 31$ 537% — $ 537 39.8%  35.5% 17.1
1980 Func $ 357 $ 357 % 1,82t % — $ 1,82¢ 29.% 25.&% 51
1982 Func $ 326 $ 326 % 1,291 % — $ 1,291 48.1%  39.2% 3.9
1984 Func $ 1,00C $ 1,00C $ 5,96: $ — $ 5,96 34.5%  28.%% 6.0
1986 Func $ 672 $ 672 % 9,081 % — $ 9,081 34.4%  28.%% 13.5
1987 Func $ 6,13( $ 6,13( $14,787 $ 61 $14,84¢ 12.1% 8.5% 24
1993 Func $ 1,94¢ $ 1,94€ $ 4,12¢ % 8 $ 4,137 23.% 16.&% 2.1
1996 Func $ 6,01z $ 6,012 $11,40: $ 702 $12,10¢ 17.¢% 13.1% 2.C
Included Fund:
European Fun
(1999)(2) $ 3,08 $ 308 $5914% 193¢ $ 7,85( 26.6% 19.% 2.5
Millennium Fund
(2002) $ 6,00 $ 6,00C $ 514: $ 5,262 $10,40¢ 25.% 17.7% 1.7
European Fund |
(2005)(2) $ 5751%$5751$% 60€$ 3,41¢$ 4028 (13.0% (13.9% 0.7
2006 Func $ 17,64 $13,02¢ $ 215 $ 12,25, $12,46; 2.0% (2.9% 1.C
Asian Fund
(2007)(3) $ 4000% 1601 —$ 1,712 % 1,71¢ * * 1.1
European Fund |
(2008)(2)3) $ 621t 267$ —$ 195 $ 19 * * 0.7
Annex Func
(2009)(3) $ 55t$ 55$% — $ 50 $ 59 * * 1.1
All Funds $ 59,72¢ $46,25¢ $60,89¢ $ 25,60¢ $86,50: 25.8% 19.2% 1.8

(1)  The last investment for each of the 1976 Fund, 1R8td, the 1982 Fund, the 1984 Fund and the 1986 fuas
liquidated on May 14, 2003, July 11, 2003, Decendlder1997, July 17, 1998 and December 29, 200gertiwely. The
1987 Fund and the 1993 Fund currently hold twostwents, and it is not known when those investmeiitbe
liguidated. In the case of the 1976 Fund and tf8Fund, the last distributions made to fund inmessbccurred on
May 17, 2002 and December 14, 1999, respectively.

2 The capital commitments of the European Fund, t@@ean Fund II, the European Fund Il and the Arffnd include
euro-denominated commitments of €196.5 million58Z,2 million, €2,788.8 million and €165.5 milliorgspectively.
Such amounts have been converted into U.S. ddikssd on (i) the foreign exchange rate at theafgterchase for each
investment and (ii) the exchange rate prevailingpesember 31, 2009 in the case of unfunded commifsne

(3) The gross IRR, net IRR and multiple of investeditehpre calculated based on our first twelve tiadal private equity
funds, which represent all of our private equitpda that have invested for at least 36 months pri@recember 31, 200
None of the Asian Fund, the European Fund Il d&redAnnex Fund had invested for at least 36 morghef a
December 31, 2009. W
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therefore have not calculated gross IRRs, net I&Rsmultiples of invested capital with respecthose funds

* IRRs measure the aggregate annual compoundedseenerated by a fund's investments over a hofanigpd. Net
IRRs are calculated after giving effect to the edliion of realized and unrealized carried inteagst the payment of any
applicable management fees. Gross IRRs are catcutetfore giving effect to the allocation of cadrieterest and the
payment of any applicable management fees. Pafstrpemce is not a guarantee of future results.

*x The multiples of invested capital measure the agageereturns generated by a fund's investmentssiolate terms. Each
multiple of invested capital is calculated by adgingether the total realized and unrealized vadi@sfund's investmen
and dividing by the total amount of capital invesby the fund. Such amounts do not give effechéoallocation of any
realized and unrealized returns on a fund's investato the fund's general partner pursuant targedanterest or the
payment of any applicable management fees. Pafstrpemce is not a guarantee of future res

Cautionary Note Regarding Historical Fund Perfornsan

The historical results for our funds ddsed in this prospectus may not be indicative offtitere results that you should expect from us,
which could negatively impact the fees and incentimounts received by us from such funds. In pdaicour funds' future results may differ
significantly from their historical results for tiellowing reasons:

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

. you will not benefit from any value that was crehite our funds prior to the Transactions to theeeksuch value has be
realized and we may be required to repay excessiaimpreviously received in respect of carriedrggein our funds if, upon
liquidation of the fund, we have received carriegtiest distributions in excess of the amount tclvive were entitled,;

. future performance of our funds will be affectedrbgicroeconomic factors, including negative factising from recen
disruptions in the global financial markets thatreveot prevalent in the periods relevant to centatarn data described in this
prospectus;

. in recent historical periods, the rates of retuwhsome of our funds have been positively influehbg a number of investmer

that experienced a substantial decrease in thegedrolding period of such investments and rapitisaostantial increases in
value following the dates on which those investraemtre made; those trends and rates of return widyenrepeated in the
future, especially given that recent disruptionthia global financial markets have increased tffecdity of successfully exiting
private equity investments;

. our funds' returns have benefited from investmepootunities and general market conditions that matyrepeat themselve
including favorable borrowing conditions in the telmrkets that have since deteriorated, therelg#sing both the cost and
difficulty of financing transactions, and there dano assurance that our current or future furidlbevable to avail themselves
of comparable investment opportunities or markeiditions or that such market conditions will conién

. the rates of return reflect our historical costisture, which may vary in the future due to variéagors described elsewhere in
this prospectus and other factors beyond our chmtiuding changes in laws; and
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. we may create new funds and investment produdtseifuture that reflect a different asset mix inrte of allocations among
funds, investment strategies, and geographic ahgsiny exposure.

Investment Approac

Our approach to making private equity inents focuses on achieving multiples of investguital and attractive risk-adjusted IRRs by
selecting high-quality investments that may be netdstractive prices, applying rigorous standafddue diligence when making investment
decisions, implementing strategic and operatiohahges that drive value creation in acquired bgsie, carefully monitoring investments and
making informed decisions when developing investnesit strategies.

We believe that we have achieved a leagdosgition in the private equity industry by applyiaglisciplined investment approach and by
building strong partnerships with highly motivatednagement teams who put their own capital at YWhen making private equity
investments, we seek out strong business franglageactive growth prospects, leading market pms$tand the ability to generate attractive
returns. We do not participate in "hostile" trarigats that are not supported by a target compdiogsd of directors.

Sourcing and Selecting Investments

We have access to significant opportuniiesnaking private equity investments as a restiur sizeable capital base, global platform
and relationships with leading executives from mammpanies, commercial and investment banks dmer atvestment and advisory
institutions. Members of our global network fregtlgicontact us with new investment opportunitiesluding a substantial number of
exclusive investment opportunities and opportusitieat are made available to only a very limitechbar of other firms. We also proactively
pursue business development strategies that aigndeso generate deals internally based on ththdgmur industry knowledge and our
reputation as a leading financial sponsor.

To enhance our ability to identify and comenate private equity investments, we have orgdmize investment professionals in industry-
specific teams. Our industry teams work closehhwitir operating consultants and senior advisoigetatify businesses that can be grown and
improved. These teams conduct their own primargaesh, develop a list of industry themes and treiggsitify companies and assets in need
of operational improvement and seek out businemseésssets that will benefit from our involvemdritey possess a detailed understanding of
the economic drivers, opportunities for value doratind strategies that can be designed and implhéo improve companies across the
industries in which we invest.

Due Diligence and the Investment Decis

When an investment team determines thatastment proposal is worth consideration, thepsal is formally presented to the private
equity investment committee and the due diligerroegss commences. The objective of the due dilig@nocess is to identify attractive
investment opportunities based on the facts amaicistances surrounding an investment and to prepfeenework that may be used from the
date of an acquisition to drive operational impmeat and value creation. When conducting due diigeinvestment teams evaluate a nur
of important business, financial, tax, accountimyyironmental and legal issues in order to detegmihether an investment is suitable. In
connection with the due diligence process, investrpeofessionals spend significant amounts of tineting with a company's management
and operating personnel, visiting plants and faediand where appropriate speaking with customedssuppliers in order to understand the
opportunities and risks associated with the propdaseestment. Our investment
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professionals also use the services of outsideuatants, consultants, lawyers, investment banksrahbtry experts as appropriate to assist
them in this process. The private equity investnoenbtmittee monitors all due diligence practices emt approve an investment before it |
be made.

Building Successful and Competitive Busine

When investing in a portfolio company, watper with world-class management teams to exemutaur investment thesis, and we
rigorously track performance through regular reipgrand detailed operational and financial meti'e. have developed a global network of
experienced managers and operating executives gdist ghe portfolio companies in making operatiomgdrovements and achieving growth.
We augment these resources with operational gugdfiom our operating consultants at KKR Capstoarics advisors and investment teams
and with "100-Day Plans" that focus the firm's effand drive our strategies. We emphasize efficgepital management, top-line growth,
R&D spending, geographical expansion, cost optitionaand investment for the long-term.

Realizing Investmen

We have developed substantial expertisegflizing private equity investments. From ourejpiion through December 31, 2009, the firm
has generated approximately $60.9 billion of casitgeds from the sale of our portfolio companieiiial public offerings and secondary
offerings, recapitalizations, and sales to stratbgiyers. When exiting investments, our objects/wistructure the exit in a manner that
optimizes returns for investors and, in the cageubdlicly traded companies, minimizes the impaat the exit has on the trading price of the
company's securities. We believe that our abibitguccessfully realize investments is attributatleart to the strength and discipline of our
portfolio management committee and capital markatsness, as well as the firm's longstanding @atiips with corporate buyers and
members of the investment banking and investingnsonities.

Traditional Fund Structures

Most of the private equity funds that wersgor and manage have finite lives and investmenbgs. Each fund is organized as a single
partnership or a combination of separate domesticorerseas partnerships and each partnershiptioted by a general partner. Fund
investors are limited partners who agree to couteila specified amount of capital to the fund ftomre to time for use in qualifying
investments during the investment period, whichegally lasts up to six years depending on how duickpital is deployed. Each fund's
general partner is generally entitled to a caritikerest that allocates to it 20% of the net psofdalized by the limited partners from the fund's
investments.

We enter into management agreements witlraditional private equity funds pursuant to whige receive management fees in exchi
for providing the funds with management and otleevises. These management fees are calculated bagad amount of capital committec
a fund during the investment period and thereaftethe cost basis of the fund's investments, wbéalses the fees to be reduced over time as
investments are liquidated. These management fegsa& by fund investors, who generally contribedgital to the fund in order to allow the
fund to pay the fees to us. Our funds generaltycalle management fees across individual investnagatsas and when an investment
generates returns, 20% of the allocated managefieig required to be returned to investors befocarried interest may be paid.

We also enter into monitoring agreements wur portfolio companies pursuant to which weeree periodic monitoring fees in exchange
for providing them with management, consulting attter services, and we typically receive transacdhies from portfolio companies for
providing them with financial advisory and othensees in connection with specific transactionsstime cases, we may be entitled to other
potential fees that are paid by an investment taxpen a potential
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investment is not consummated. Our traditionalagievequity fund agreements typically require ushtare 80% of any advisory and other
potential fees that are allocable to a fund (afteluction for expenses incurred allocable to a finoch unconsummated transactions) with fund
investors in the form of a management fee reduction

In addition, the agreements governing caditional private equity funds enable investorshiose funds to reduce their capital
commitments available for further investments, onrvestor-by-investor basis, in the event certkay persons” (for example, both of
Messrs. Kravis and Roberts, and, in the case ¢dicegeographically or product focused funds, onmore of the executives focused on such
funds) cease to be actively involved in the managerof the fund. While these provisions do notwllovestors to withdraw capital that has
been invested or cause a fund to terminate, theraawce of a "key man" event could cause disrugtiasur business, reduce the amount of
capital that we have available for future investtaeand make it more challenging to raise additi@aaltal in the future.

To the extent investors in our private ggfunds suffer losses resulting from fraud, gnesgligence, willful misconduct or other similar
misconduct, investors may have remedies againstugrivate equity funds, our principals or ouil@tes under the federal securities laws
and state laws. While the general partners andstment advisors to our private equity funds, ingigdheir directors, officers, other
employees and affiliates, are generally indemnifigdhe private equity funds to the fullest extpatmitted by law with respect to their cond
in connection with the management of the businedsaffairs of our private equity funds, such indésndoes not extend to actions determined
to have involved fraud, gross negligence, willfusoonduct or other similar misconduct.

Because fund investors typically are uringilto invest their capital in a fund unless thedis manager also invests its own capital in the
fund's investments, our private equity fund docutsgenerally require the general partners of thel$ito make minimum capital commitme
to the funds. The amounts of these commitments;lwhie negotiated by fund investors, generally edfngm 2% to 4% of a fund's total capi
commitments at final closing. When investmentsraagle, the general partner contributes capitaleduhd based on its fund commitment
percentage and acquires a capital interest imtrestment that is not subject to a carried intasestanagement fees. Historically, these capital
contributions have been funded with cash from dpmra that otherwise would be distributed to oungipals. Subsequent to the Transactions,
these general partner commitments are expecteel todde through our Capital Markets and Principdivities segment.

Other Private Equity Fund Vehicles

E2 Investors (Annex Fund). We have established the Annex Fund throughhwimeestors in the European Fund Il and the Millarm
Fund make additional investments in portfolio comipa of the European Fund I, which was then firllyested. This fund has several features
that distinguish it from our other traditional pate equity funds, including: (i) it will not paymaanagement fee to us; (i) its general partner will
only be entitled to a carried interest after ngt@amy losses, costs and expenses relating to Eamdpend Il and certain Millennium Fund
investments from the profits of the Annex Fund stweents; and (iii) we have agreed not to chargestretion or incremental monitoring fees
connection with investments in which the Annex Fpadticipates. In addition, certain investors tfangd a portion of their European Fund llI
commitments to the Annex Fund, which proportionateduced the commitments available to the Europesd 11l and the overall amount of
management fees payable by the European Fundul.to

Other Private Equity Products. The amount of equity used to finance leveragguts has increased significantly in recent years
creating significant opportunities to offer co-istment opportunities to both fund investors aneothird parties. We have capitalized on this
opportunity by building out our capital markets afistribution capabilities and creating new investinstructures
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and products that allow us to syndicate a portiothe equity needed to finance acquisitions. Thetsectures include co-investment vehicles
and a principal protected private equity produansnof which entitle the firm to receive managenfeets and/or carry. As of December 31,
2009, we had $2.0 billion of AUM in fee and/or gapaying products of this type.

Legacy Private Equity Funds. The investment period for each of the 1996 Famdl all prior funds has ended. Because the general
partners of these funds are not expected to rece@aningful proceeds from further realizationsegiiasts in the general partners were not
contributed to the Combined Business in conneatiith the Transactions. KKR will, however, continteeprovide the legacy funds with
management and other services until their liquaghatiVhile we do not expect to receive meaningfakféor providing these services, we do not
believe that the ongoing administration of the fimdll materially interfere with the firm's operatis or generate any material costs for the

Public Markets

Through our Public Markets segment, we rgarespecialty finance company and a number osinvent funds, structured finance
vehicles and separately managed accounts that icapial in liquid credit strategies, such as faged loans and high yield bonds, and less
liguid credit products such as mezzanine debt apital solutions investments. These funds, vehiatesaccounts are managed by Kohlberg
Kravis Roberts & Co. (Fixed Income) LLC, an SECistgred investment advisor. We intend to contirugrow this business by leveraging
global investment platform, experienced investnenfessionals and ability to adapt our investménattagies to different market conditions to
capitalize on investment opportunities that mageadt every level of the capital structure. As xam&ple, we believe that mezzanine financing,
a hybrid of debt and equity financing, is an atikecform of investing, and interest in mezzanimeducts relates to the favorable position of
mezzanine in the capital structure and its hisédljiattractive risk-reward characteristics. Weida that expanding into mezzanine products
will allow us to take advantage of synergies with existing fixed income and private equity bussess As of December 31, 2009, this
segment had $13.4 billion of AUM, including $0.9libn in KKR Financial Holdings LLC, $8.1 billiomi structured finance vehicles and
$4.4 billion in separately managed accounts aretifincome funds.
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The following chart presents the growttiia AUM of our Public Markets segment from the coemeement of operations in August 2004
through December 31, 2009.

Public Markets Assets Under Management(1)

($ in billions)
$13.1 $134
$0.3 $0.0
| ——
510.8
1.1
£8.1
5100
5.1

2004 2005 2006 2007 2008 2009
B KFN O SMAs OCLOs B Other

Q) Assets under management are presented pro fornlagf@ombination Transaction and, therefore, exchheé net asset value of KKR
Guernsey and its commitments to our investmentgund

Experience

We launched our Public Markets businegstgust 2004. In connection with the formation déthusiness, we hired additional investn
professionals with significant experience in eviihgaand managing debt investments, including itmesits in corporate loans and debt
securities, structured products and other fixednime instruments, and built out an investment ptatftor identifying, assessing, executing,
monitoring and realizing investments.

Portfolio

The following charts present informatiomcerning the amount of capital currently investgabr Public Markets segment across all of
the vehicles that it manages as of December 319.20tk current investment portfolio primarily castsiof high yield corporate debt, including
leveraged loans
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and high yield bonds. We expect mezzanine secsidtiel capital solutions related investments toessmt a larger percentage of investmer
the future.
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Performance

We generally review our performance inBublic Markets segment by investment strategy aesgd to by investor vehicle. The

following chart presents information on the retuoh®ur key strategies from inception to Decemtigr2909.

Inception-to-Date Annualized Gross PerformanceBenchmark(1) by Strategy
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The Benchmarks referred to herein include the S&FA Leveraged Loan Index (the "S&P/LSTA Loan Indeatid the Merrill Lynch
High Yield Master Il Index (the "ML HY Master Il tlex" and, together with the S&P/LSTA Loan Index tindices"). The S&P/LST
Loan Index is an index that comprises all loans tin@et the inclusion criteria and that have mar&mfthe LSTA/LPC mark-to-market
service. The inclusion criteria consist of thedaling: (i) syndicated term loan instruments comsgsbf term loans (both amortizing a
institutional), acquisition loans (after they arawin down) and bridge loans; (ii) secured; (iiigUdollar denominated; (iv) minimum
term of one year at inception; and (v) minimumiatispread of LIBOR plus
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@)

®3)

4)

1.25%. The ML HY Master Il Index is a market-valveighted index of below investment grade U.S. dal@nominated corporate
bonds publicly issued in the U.S. domestic markéankee" bonds (debt of foreign issuers issuedhénd.S. domestic market) are
included in the ML HY Master Il Index provided thak issuer is domiciled in a country having inuesht grade foreign currency long-
term debt rating. Qualifying bonds must have méagiof one year or more, a fixed coupon scheduterainimum outstanding of
US$100 million. In addition, issues having a credting lower than BBB3, but not in default, arsaincluded. The indices do not
reflect the reinvestment of income or dividends #raindices are not subject to management feesntive allocations or expenses. It
is not possible to invest directly in unmanageddes.

The Secured Credit Levered composite inception ideda of September 1, 2(—annualized performance calculation treats 2004

full year of investing. Performance informationeddxd "Secured Credit" herein represents a combinati performance of KKR's
Secured Credit Levered composite calculated oméavared basis and KKR's Secured Credit compdsK&'s Secured Credit Lever
composite has an investment objective that allévsinvest in assets other than senior secured l@ains and high yield securities,
which includes asset-backed securities, commemuiatgage-backed securities, preferred stock, p@glidty, private equity and certain
freestanding derivatives. In addition, KKR's Sedu@edit Levered composite has employed leverags nespective portfolios as part
of its investment strategy. Gains realized withrbmed funds may cause returns to increase at erfeede than would be the case
without borrowings. If, however, investment resiiéts to cover the principal, interest and othestsoof borrowings, returns could also
decrease faster than if there had been no borrewikgrordingly, the unlevered returns containectimetio not reflect the actual retur
and are not intended to be indicative of the futerailts of KKR's Secured Credit Levered compo#itie.not expected that KKR's
Secured Credit Levered composite will achieve camigla results. In designing this product, a blendatposite was created against
which to evaluate performance and is based on proaipate asset mix similar to that of the Seci€eedit strategy. The Benchmark
used for purposes of comparison for the Secureditstategy presented herein is based on 90% S&PALoan Index and 10% ML
HY Master Il Index. There are differences, in sarases, significant differences, between KKR's Sst@redit Levered composite
investments and the investments included in theeésd For instance, KKR's Secured Credit Leveredpmsite may invest in securities
that have a greater degree of risk and volatiiisywell as liquidity risk, than those securitieatained in the Indices.

In designing this product, a blended composite evaated against which to evaluate performance sihdsed on an approximate asset
mix similar to that of the Bank Loan Plus High Medtrategy. The Benchmark used for purposes of aasgn for the Bank Loan Plus
High Yield strategy presented herein is based & 68P/LSTA Loan Index and 35% ML HY Master Il Index

In designing this product, a blended composite evaated against which to evaluate performance sihdsed on an approximate asset
mix similar to that of the Flexible Credit stratedyhe Benchmark used for purposes of comparisothioFlexible Credit strategy
presented herein is based on 50% S&P/LSTA Loandiade 50% ML HY Master Il Index.

Investment Approac

Our approach to making debt investmentades on creating investment portfolios that gepeatitactive riskadjusted returns on inves

capital by allocating capital across multiple asdasses, selecting high-quality investments they be made at attractive prices, applying
rigorous standards of due diligence when makingstment decisions, subjecting investments to reguémitoring and oversight and making
buy and sell decisions based on price targetseative value parameters. The firm employs botp-tlown" and "bottom-up" analyses when
making these types of investments. Our top-dowiyaisainvolves a macro analysis of relative assétiations, long-term industry trends,
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business cycles, interest rate expectations, diwditamentals and technical factors to target §ipendustry sectors and asset classes in which
to invest. Our bottom-up analysis includes a rigsranalysis of the credit fundamentals and cagitatture of each credit considered for
investment and a thorough review of the impactreflit and industry trends and dynamics and disiocavents on such potential investment.

Sourcing and Selecting Investments

We source debt investment opportunitiesubh a variety of channels, including internal dgstheration strategies and the firm's global
network of contacts at major companies, corpora¢eatives, commercial and investment banks, firenistermediaries, other private equity
sponsors and other investment and advisory inistitsit We are also regularly provided with opportigsito invest where appropriate in debt
that our portfolio companies incur in connectiothadur private equity investments. These opporiesitnay be significant. As of
December 31, 2009, these vehicles and accountsrhalstments with a face value of $4.7 billion énir and subordinated corporate loans,
bridge loans and debt securities of our portfobmpanies.

Due Diligence and the Investment Decis

Once a potential investment has been ifiethtiour investment professionals screen the dppdy and make a preliminary determination
concerning whether we should proceed with a dugatite investigation. When evaluating the suitbdf a debt investment, we employ a
relative value framework and subject the investnter rigorous credit analysis. This review consdamong other things, pricing terms,
expected returns, credit structure, credit ratihggtorical and projected financial data, the issugompetitive position, the quality and track
record of the issuer's management team, margiiligtamd industry and company trends. Investmeanfgssionals use the services of outside
advisors and industry experts as appropriate tgtakem in the due diligence process and, whexvagit and permitted, leverage the
knowledge and experience of our private equity ggsionals. A dedicated debt investment committesitors all due diligence practices and
must approve an investment before it may be made.

Monitoring Investment

We monitor our portfolios of debt investritgensing daily, quarterly and annual analyses.\Daikalyses include morning market meetir
industry and company pricing runs, industry and gany reports and discussions with the firm's peweuity investment professionals on an
as-needed basis. Quarterly analyses include tipagaton of quarterly operating results, recontidias of actual results to projections and
updates to financial models (baseline and stresss§aAnnual analyses involve preparing annualitneeimoranda, conducting internal audits
and testing compliance with monitoring and docuratomh requirements.

Public Markets Vehicles
Separately Managed Accounts and Fixed Income Funds

Beginning in 2008, we created a managedwtdmlatform that enables the firm to tailor amastment program to meet the specific risk,
return and investment objectives of individual ilngional investors. As of December 31, 2009, théM\of this platform totaled $4.4 billion,
consisting of committed capital and the net asaktevof invested capital. We actively seek to raidditional capital from both new and
existing investors, including investors in our @it equity and fixed income funds. For managingeahaecounts, we are entitled to receive
either fees or a combination of fees and carriéerést, depending on the nature of the investmagram. We also manage certain fixed
income funds that make investments primarily ipooate debt and marketable and moarketable equity securities. The amount of feesez
in connection with the management of these fundeisnaterial to our operations.
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KFEN

KKR Financial Holdings LLC (NYSE: KFN), &¢FN, is a New York Stock Exchange-listed specifitgnce company that commenced
operations in July 2004. Its majority owned sulzgigis finance and invest in a broad range of del@stments, including residential mortgage-
backed securities, syndicated corporate debt dsawapecial situations opportunities, which rafigen private debt instruments to mezzanine
and distressed opportunities. We serve as therattaranager of KFN under a management agreemerdrarghtitied to receive a monthly
base management fee equal to an annual rate Gflo7&FN's equity as defined in the agreement agdaterly incentive fee that is gener
equal to the amount by which KFN's net income (kefocentive fees and share-based compensatiomsageper weighted average share
outstanding for the quarter exceeds a specifiedlduate. The management agreement may be terrinatg in limited circumstances and,
except for a termination arising from certain egesitcause, upon the payment of a terminationdd€kiR.

Structured Finance Vehicle:

Beginning in 2005, we began managing stinect finance vehicles in the form of collateralizedn obligation transactions ("CLOs").
CLOs are typically structured as bankruptcy-remspecial purpose investment vehicles which acquoianitor and, to varying degrees,
manage a pool of fixed-income assets. KFN condtgtsusiness primarily through its holdings of gjonity of the voting securities of, and
certain other interests in, such CLOs. The CLOsgesas long term financing for fixed income investitseand as a way to minimize refinanc
risk, minimize maturity risk and secure a fixedtoofsfunds over an underlying market interest fateaKFN and the private fixed income funds.
As of December 31, 2009, KKR had $8.1 billion of KUn structured finance vehicles.

Capital Markets and Principal Activities

Our Capital Markets and Principal Activitisegment combines the assets we acquired in tiiGation Transaction with our global
capital markets business. Our capital markets legsisupports our firm, our portfolio companies aadclients by providing tailored capital
markets advice and developing and implementing battitional and non-traditional capital solutidos investments and companies seeking
financing. Our capital markets services includaiging debt and equity financing for transactigacing and underwriting securities
offerings, structuring new investment products praviding capital markets services. To allow usaory out these activities, we are registered
or authorized to carry out certain broker-dealdiviies in various countries in North America, Bpe and Asia.

The assets that we acquired in the Comibimdtransaction have provided us with a significemiirce of capital to further grow and
expand our business, increase our participatiauirexisting portfolio of businesses and furthégrabur interests with those of our investors
and other stakeholders. We believe that the mapkmtrience and skills of professionals in our edpitarkets business and the investment
expertise of professionals in our Private Markeid Bublic Markets segments will allow us to conéiia grow and diversify this asset base
over time.
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As of December 31, 2009, the segment had $4.1 billion of investments at fair value. Tldldwing charts present information
concerning our principal assets by type, geograptdy/industry as of December 31, 2009.

Investments By Type Investments By Geography
Crihver Asia Pacific
Crher Private \nvasiments 10%
Equity A% -

Invesiments
1%

Europe
18%

Co-investmants
447

MNorth Amarica
Private Equity

Funds
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Consumear
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3% Oiher
Enargy 1%

Client & Partner Group

We have developed our Client & Partner @rouver the past several years to better servicexigting investors and to source new
investor relationships. The group is responsibltadgsing capital for us globally across all protdy@expanding our client relationships across
asset classes and across types of investors, géwglproducts to meet our clients' needs, and cexyexisting investors and products.
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The following charts detail our investosbay type and geography as of December 31, 2009.

Investor Base By Type(1) Investor Base By Geography(1)
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1) Based on third party dollars committed to privadeity funds (European Fund and onward), privatatgaguo-investment vehicles and
Public Markets' separately managed accot

Competition

We compete with other asset managers fibr ibwestors and investment opportunities. The'roompetitors consist primarily of
sponsors of public and private investment fundsjrimss development companies, investment banksneotial finance companies and
operating companies acting as strategic buyersbh&lieve that competition for investors is basedharily on investment performance;
business reputation; the duration of relationshijtk investors; the quality of services providedrteestors; pricing; and the relative
attractiveness of the types of investments that lteen or are to be made. We believe that compefibr investment opportunities is based
primarily on the pricing, terms and structure gfraposed investment and certainty of execution.

Some of the entities that we compete wétlam alternative asset manager have greater falateihnical, marketing and other resources
and more personnel than us and, in the case of aes®t classes, longer operating histories, meableshed relationships or greater
experience. Several of our competitors also haventty raised, or are expected to raise, signifie@mmounts of capital and have investment
objectives that are similar to the investment aldjes of our funds, which may create additional petition for investment opportunities. So
of these competitors may also have lower costapital and access to funding sources that arevaidaéle to us, which may create
competitive advantages for them. In addition, saftiese competitors may have higher risk tolerand#éferent risk assessments or lower
return thresholds, which could allow them to coasid wider range of investments and to bid moreesgively than us for investments.
Strategic buyers may also be able to achieve sigtiergost savings or revenue enhancements witfecédo a targeted portfolio company,
which may provide them with a competitive advantiaglidding for such investments.

We expect to compete as a capital marketgbss primarily with investment banks and indeljge broker-dealers in the United States,
Europe, Asia, Australia and the Middle East andridtto focus our capital markets activities inigian the firm, our portfolio companies and
investors. While we generally target customers wittom we have existing relationships, those custsraklso have similar relationships with
the firm's competitors, many of whom will have aaxé0 competing securities transactions, greatanfiial, technical or marketing resources
or more established reputations than us. The ldrogeerating history of our capital markets busiresdd make it difficult for us to compete
with established broketealers, participate in capital markets transastifrissuers or successfully grow the firm's capitarkets business o\
time.
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Employees

As of December 31, 2009, we employed apprately 600 people worldwide:

Investment Professione 15¢
Other Professiona 204
Support Staf 22C
Total Employees 582
KKR Capstone 58
Senior Advisors 28
Total Employees and Advisors " 66€

Investment Professione

Our 158 investment professionals come fdiverse backgrounds in private equity, fixed incaane infrastructure and include executives
with operations, strategic consulting, risk managetnliability management and finance experienceaAyroup, these professionals provide us
with a powerful global team for identifying attrae investment opportunities, creating value angegating superior returns.

Other Professionals

Our 204 other professionals come from digdyackgrounds in capital markets, capital raigifignt servicing, public affairs, finance, tax,
legal, human resources, and information technol@gya group, these professionals provide us wéti@ang team for performing capital
markets activities, servicing our existing investand creating relationships with new investordally. Additionally, a majority of these other
professionals are responsible for supporting tbhbeajlinfrastructure of KKR.

KKR Capstont

We have developed an institutionalized psscfor creating value in investments. As partwfeffort, we utilize a team of 58 operating
consultants at KKR Capstone and work exclusivethwir investment professionals and portfolio conypmanagement teams. With
executives in New York, Menlo Park, London and Hégng, KKR Capstone provides additional expertmeassessing investment
opportunities and assisting managers of portfaimpganies in defining strategic priorities and inmpéting operational changes. During the
initial phases of an investment, KKR Capstone'skveaieks to implement our thesis for value creatiur. operating consultants may assist
portfolio companies in addressing top-line grovabst optimization and efficient capital allocatiand in developing operating and financial
metrics. Over time, this work shifts to identifyiefallenges and taking advantage of business appbess that arise during the life of an
investment.

Senior Advisors

To complement the expertise of our investinpeofessionals, we have retained a team of 2B®isadvisors to provide us with additional
operational and strategic insights. The resport@slof senior advisors include serving on therblsaf our portfolio companies, helping us
evaluate individual investment opportunities anslsigng portfolio companies with operational mattérhese individuals include former chief
executive officers, chief financial officers andagimen of Fortune 500 companies, as well as ottdividuals who have held leading positions
in major corporations and public agencies worldwkeur of the senior advisors also participate onpmrtfolio management committee, wr
monitors the performance of our private equity stugents.

142




Table of Contents
Regulation

Our operations are subject to regulatioth supervision in a number of jurisdictions. Theedleeof regulation and supervision to which we
are subject varies from jurisdiction to jurisdictiand is based on the type of business activitgliad. We, in conjunction with our outside
advisors and counsel, seek to manage our busindssgperations in compliance with such regulatiod supervision. The regulatory and legal
requirements that apply to our activities are sttifie change from time to time and may become mesgictive, which may make compliance
with applicable requirements more difficult or erpre or otherwise restrict our ability to condaat business activities in the manner in
which they are now conducted. Changes in applicadgalatory and legal requirements, including ctesnig their enforcement, could
materially and adversely affect our business andinancial condition and results of operations.asatter of public policy, the regulatory
bodies that regulate our business activities asparsible for safeguarding the integrity of theusgies and financial markets and protecting
investors who participate in those markets rathan torotecting the interests of our unitholders.

United States
Regulation as an Investment Advi:

As an investment advisor, we are subjethecanti-fraud provisions of the Investment AdwgsAct and to fiduciary duties derived from
these provisions which apply to our relationshifghwur advisory clients, including funds that wamage. These provisions and duties impose
restrictions and obligations on us with respeaitodealings with our investors and our investmentduding for example restrictions on
agency cross and principal transactions. We hatvesgistered as an investment advisor, althoughl¥&r Kravis Roberts & Co. L.P. and its
wholly owned subsidiary Kohlberg Kravis Roberts &.GFixed Income) LLC are registered as investnagelvisors under the Investment
Advisers Act. As registered investment advisorsytare subject to periodic SEC examinations andragrguirements under the Investment
Advisers Act and related regulations primarily mded to benefit advisory clients. These additioaguirements relate, among other things, to
maintaining an effective and comprehensive compégsrogram, recordkeeping and reporting requiresnandl disclosure requirements. The
Investment Advisers Act generally grants the SE@atradministrative powers, including the powelindtlor restrict an investment advisor
from conducting advisory activities in the everfaits to comply with federal securities laws. Atiginal sanctions that may be imposed for
failure to comply with applicable requirements um# the prohibition of individuals from associatimgh an investment advisor, the revocatl
of registrations and other censures and fines.

Regulation as a Brok-Dealer

KKR Capital Markets LLC, one of our subsideés, is registered as a broldsaler with the SEC under the Exchange Act and thighNew
York Securities Commission under New York stateusiéies laws, and is a member of the Financial siduRegulatory Authority, or FINRA.
A broker-dealer is subject to legal requirementgecimg all aspects of its securities businessyitioly sales and trading practices, public and
private securities offerings, use and safekeepfraystomers' funds and securities, capital strecttecord-keeping and retention and the
conduct and qualifications of directors, officezmployees and other associated persons. Theseamguits include the SEC's "uniform net
capital rule,"” which specifies the minimum levelrat capital that a broker-dealer must maintaiguires a significant part of the broker-
dealer's assets to be kept in relatively liquidrfpimposes certain requirements that may havefteet®f prohibiting a broker-dealer from
distributing or withdrawing its capital and subjeeny distributions or withdrawals of capital bigraker-dealer to notice requirements. These
and other requirements also include rules that intiroker-dealer's ratio of subordinated debitatg in its regulatory capital composition,
constrain a broker-dealer's ability to expand itsibess under certain circumstances and imposé&auirequirements when the
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broker-dealer participates in securities offeringaffiliated entities. Violations of these requirents may result in censures, fines, the issuance
of cease-and-desist orders, revocation of liceasesgistrations, the suspension or expulsion floensecurities industry of the brokaealer ol
its officers or employees or other similar consemeas by regulatory bodies.

United Kingdom

KKR Capital Markets Limited, one of our sidiaries, is authorized in the United Kingdom uniie Financial Services and Markets Act
2000, or FSMA, and has permission to engage imabeu of activities regulated under FSMA, includatepling as principal or agent and
arranging deals in relation to certain types ot investments and arranging the safeguardivteaaiministration of assets. Kohlberg Kre
Roberts & Co. Limited, another one of our subsid®gris authorized in the United Kingdom under FS&BH has permission to engage in a
number of regulated activities including advisingand arranging deals relating to corporate findnegness in relation to certain types of
specified investments. FSMA and related rules goweost aspects of investment business, includilesg seesearch and trading practices,
provision of investment advice, corporate finane®g and safekeeping of client funds and securigggilatory capital, record keeping, margin
practices and procedures, approval standards doridluals, antimoney laundering, periodic reporting and settlenpeatedures. The Financ
Services Authority is responsible for administerihgse requirements and our compliance with theimlalfons of these requirements may
result in censures, fines, imposition of additioreguirements, injunctions, restitution orderso@tion or modification of permissions or
registrations, the suspension or expulsion frontagef'controlled functions" within the financialrséces industry of officers or employees
performing such functions or other similar consemas.

KKR Capital Markets Limited and Kohlbergds Roberts & Co. Limited have passports undesthgle market directives to offer
services cross border into all countries in theofean Economic Area and Gibraltar.

Other Jurisdictions

KKR Capital Markets LLC is registered asiaternational dealer under the Securities Act @0in). This registration permits us to trade in
non-Canadian equity and debt securities with aetigies of investors located in Ontario, CanadaRKBapital Markets Japan Limited, a joint-
stock corporation, is a certified Class 2 brokesideregistered under the Japanese Financial mstits and Exchange Law of 2007.

KKR MENA Limited, a Dubai International Rincial Centre company, is licensed to arrange toedieals in investments, advise on
financial products or credit, and manage assetsjsaregulated by the Dubai Financial Services Atitia.

KKR Australia Pty Limited is Australian fincial services licensed and is authorized to pleaidvice on and deal in financial products
wholesale clients, and is regulated by the Austraecurities and Investments Commission.

KKR Capital Markets Asia Limited is licertsby the Securities and Futures Commission in Héoigg to carry on dealing in securities
and advising on securities regulated activities.

KKR Holdings Mauritius, Ltd. and KKR AccotiAdviser (Mauritius), Ltd. are unrestricted inwagnt advisors authorized to manage
portfolios of securities and give advice on se@sitransactions, and are regulated by the Finb8etxices Commission, Mauritius.

KKR Account Adviser (Mauritius), Ltd. isgistered as a foreign institutional investor witle Securities and Exchange Board of India, or
SEBI, under the SEBI (Foreign Institutional InvesjdRegulations, 1995, pursuant to which its atiigiare regulated by SEBI and it is
permitted to make and/or manage investments istediand/or unlisted securities of Indian issuers.

KKR Mauritius Direct Investments |, Ltd.as investment holding company in Mauritius regedialty the Financial Services Commission,
Mauritius.

Multiflow Financial Services Private Limitea private limited company incorporated in Indéasegistered with the Reserve Bank of India
as a non-deposit taking non-banking financial comypand is authorized to undertake lending andhfiireg activities.
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Afocelio Holdings Limited, a company incorpted in Cyprus, is registered with and reguléethe SEBI as a sub-account pursuant to
which it can make investments into listed and/disted securities of Indian issuers.

One of our fixed income funds is regulaasda mutual fund by the Cayman Islands Monetaryhévitly .

KKR Guernsey is authorized to do businesSuernsey and is subject to the ongoing supervisicthe Guernsey Financial Services
Commission and the Authority for the Financial Metkin the Netherlands.

Legal Proceedings

From time to time, we are involved in vaisdegal proceedings, lawsuits and claims incideatthe conduct of our business. Our busil
is also subject to extensive regulation, which mesult in regulatory proceedings against us. Ségk"Ractors".

In August 1999, we and certain of our cari@nd former personnel were named as defendaats éction alleging breach of fiduciary d
and conspiracy in connection with the acquisitibBuno's Inc. ("Bruno's"), one of our former pattb companies, in 1995. In April 2000, the
complaint in this action was amended to furthezgdlthat we and others violated state law by freudly misrepresenting the financial
condition of Bruno's in an August 1995 subordinatetes offering relating to the acquisition andiino's subsequent periodic financial
disclosures. In August 2009, the action was codat#d with a similar action brought against theamuaiters of the August 1995 subordinated
notes offering. In September 2009, we and the athered defendants moved to dismiss the action,hwhimtion remains pending.

In 2005, we and certain of our current torcher personnel were named as defendants in nowetidated shareholder derivative actions
relating to Primedia Inc. ("Primedia"), one of qartfolio companies. These actions claim that thart of directors of Primedia breached its
fiduciary duty of loyalty in connection with thedemption of certain shares of preferred stock d428nd 2005. The plaintiffs further allege
that we benefited from these redemptions of prefestock at the expense of Primedia and that wepedia corporate opportunity of Primedia
in 2002 by purchasing shares of its preferred stdekdiscount on the open market while causing&tia to refrain from doing the same. In
February 2008, the special litigation committeerfed by the board of directors of Primedia, follogvmreview of plaintiffs’ claims, filed a
motion to dismiss the actions. Briefing in connectivith the special litigation committee motiondigmiss the actions was completed in
January 2010. In November 2009, plaintiffs fileshation to amend the complaint. These motions remaiming.

In December 2007, we, along with 15 othiérgte equity firms and investment banks, were rhasedefendants in a purported class
action complaint by shareholders in certain pubimpanies acquired by private equity firms sinc@20n August 2008, we, along with 16
other private equity firms and investment banksienreamed as defendants in a purported consolidaeshded class action complaint. The
alleges that from mid-2003 defendants have violatgirust laws by allegedly conspiring to rig hidsstrict the supply of private equity
financing, fix the prices for target companiesriifiaially low levels, and divide up an alleged rket for private equity services for leveraged
buyouts. The complaint seeks injunctive relief @hdif of all persons who sold securities to anthefdefendants in leveraged buyout
transactions and specifically challenges nine aatisns. The amended complaint also includes firpgrted sub-classes of plaintiffs seeking
damages and/or restitution with respect to fivéhefnine challenged transactions.

On August 7, 2008, KFN, the members ofKR&\l's board of directors and certain of its curramd former executive officers, including
certain of KKR's current and former personnel, weamed in a putative class action complaint filgdhie Charter Township of Clinton Police
and Fire Retirement
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System in the United States District Court for 8authern District of New York (the "Charter Litigat"). On March 13, 2009, the lead

plaintiff filed an amended complaint, which deletesddefendants the members of KFN's board of direeind named as individual defendants
only KFN's former chief executive officer, KFN'srfioer chief operating officer, and KFN's currentettinancial officer (the "KFN Individual
Defendants," and, together with KFN, "KFN DefenddntThe amended complaint alleges that KFN's Ahr007 registration statement and
prospectus and the financial statements incorpaithterein contained material omissions in violatdrsection 11 of the Securities Act of
1933, as amended (the "1933 Act"), regarding thlesrand potential losses associated with KFN'sastate-related assets, KFN's ability to
finance its real estate-related assets, and thguadg of KFN's loss reserves for its real estaleted assets (the "alleged Section 11 violation").
The amended complaint further alleges that, puttsiseBection 15 of the Securities Act, the KFN indual Defendants have legal
responsibility for the alleged Section 11 violati@n April 27, 2009, the KFN Defendants filed a maotto dismiss the amended complaint for
failure to state a claim under the Securities Abfis motion remains pending.

On August 15, 2008, the members of KFNart@f directors and its executive officers (the%kecka Individual Defendants™) were
named in a shareholder derivative action brougiiRaymond W. Kostecka, a purported shareholdeharSuperior Court of California,
County of San Francisco (the "California DerivatAetion"). KFN was named as a nominal defendané @bmplaint in the California
Derivative Action asserts claims against the Kdsidadividual Defendants for breaches of fiducidoty, abuse of control, gross
mismanagement, waste of corporate assets, and enjishment in connection with the conduct atéssuthe Charter Litigation, including the
filing of the April 2, 2007 Registration Statemavith alleged material misstatements and omissiByrder dated January 8, 2009, the Court
approved the parties’ stipulation to stay the pedoggs in the California Derivative Action untilgtCharter Litigation is dismissed on the
pleadings or KFN files an answer to the Charteightion.

On March 23, 2009, the members of KFN'sthaéd directors and certain of its executive offcéhe "Haley Individual Defendants™) we
named in a shareholder derivative action brough®dmyl B. Haley, a purported shareholder, in thaddhbtates District Court for the Southern
District of New York (the "New York Derivative Aain"). KFN was named as a hominal defendant. Theptaint in the New York Derivative
Action asserts claims against the Haley Individdefendants for breaches of fiduciary duty, breaaigke duty of full disclosure, and for
contribution in connection with the conduct at issuthe Charter Litigation, including the filind the April 2, 2007 registration statement with
alleged material misstatements and omissions. Bgratated June 18, 2009, the Court approved thigastipulation to stay the proceedings
in the New York Derivative Action until the Charteitigation is dismissed on the pleadings or KFNdian answer to the Charter Litigation.

We believe that each of these actions tsauit merit and intend to defend them vigorously.

In September 2006 and March 2009, we reckiequests for certain documents and other infaomérom the Antitrust Division of the
U.S. Department of Justice ("DOJ") in connectiothwihe DOJ's investigation of private equity firtosdetermine whether they have engaged
in conduct prohibited by United States antitrustdaWe are fully cooperating with the DOJ's invgstion.

In addition, in December 2009, our subsidkohlberg Kravis Roberts & Co. (Fixed Income) Llk€ceived a request from the SEC for
information in connection with its examination @rtain investment advisors in order to review tngddrocedures and valuation practices ir
collateral pools of structured credit products. &ve fully cooperating with the SEC's examination.

Moreover, in the ordinary course of busiege are and can be both the defendant and thndifflen numerous actions with respect to
bankruptcy, insolvency and other types of procegsliSuch lawsuits may involve claims that adveraéfigct the value of certain investments
owned by our funds.
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MANAGEMENT
Our Managing Partner

As is commonly the case with limited parsidps, our limited partnership agreement provideshe management of our business and
affairs by a general partner rather than a boadirettors. Our Managing Partner serves as ourgaieral partner and the ultimate general
partner of the KKR Group Partnerships. Our Manadtagner has a board of directors that is co-ctidiseour founders Henry Kravis and
George Roberts, who also serve as our Co-ChiefulfixecOfficers and, in such positions, are authestito appoint our other officers. Prior to
the U.S. Listing, we expect that three independé@sttors will be appointed to the board of direstof our Managing Partner so that a majc
of the board of directors will consist of indepentidirectors. Our Managing Partner does not hayesannomic interest in our partnership.

Directors and Executive Officer

The following table presents certain infation concerning the board of directors and exeeutificers of our Managing Partner.

Name Age Position with Managing Partner
Henry R. Kravis 66 Cc-Chief Executive Officer and (-Chairmar
George R. Rober 6€ Cco-Chief Executive Officer and (-Chairmar
William J. Janetsche 47 Chief Financial Officel

David J. Sorkir 5C General Counse

Henry R. Kravis co-founded our firm in 1976 and is Co-Chairman &odChief Executive Officer of our Managing Partnide is
actively involved in managing the firm and servestoe Private Equity Investment and Portfolio Magragnt Committees. Mr. Kravis
currently serves on the board of First Data CorjiamaMr. Kravis also serves as a director, chairrameritus or trustee of several cultural and
educational institutions, including Mount Sinai gdal, Columbia Graduate School of Business, Raalleaf University, and Claremont
McKenna College. He earned a B.A. in Economics f@aremont McKenna College in 1967 and an M.B.Anfrthe Columbia University
Graduate School of Business in 1969.

George R. Robertsco-founded our firm in 1976 and is Co-Chairman @odChief Executive Officer of our Managing Partrde is
actively involved in managing the firm and servestoe Private Equity Investment and Portfolio Magragnt Committees. Mr. Roberts
currently serves as a director or trustee of séweaftural and educational institutions, includitigg San Francisco Symphony and Claremont
McKenna College. He is also founder and Chairmath@board of directors of REDF, a San Franciseoprofit organization. He earned a
B.A. from Claremont McKenna College in 1966, antild. from the University of California (Hastingsaw School in 1969.

William J. Janetschekjoined the firm in 1997 and serves as Chief Finalnoifficer of our Managing Partner. Prior to joigins, he was
Tax Partner with the New York office of Deloitte Bouche LLP. Mr. Janetschek was with Deloitte & Tioedor 13 years. He holds a B.S. fi
St. John's University and an M.S., Taxation, framed’University, and is a Certified Public Accountan

David J. Sorkin joined the firm in 2007 and serves as General Galwfour Managing Partner. Prior to joining uswes a partner with
Simpson Thacher & Bartlett LLP, where he was a mamalb that law firm's executive committee. Mr. Sarlwas with Simpson Thacher &
Bartlett LLP for 22 years. He holds a B.A. from Wiins College and a J.D. from Harvard University.

Managing Partner Board Structure and Practices

Matters relating to the structure and pcastof our Managing Partner's board of directoesgmverned by provisions of our Managing
Partner's limited liability company agreement amel t
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Delaware Limited Liability Company Act. The follong description is a summary of those provisionsdwoes not contain all of the
information that you may find useful. For additibirdormation, you should read the copy of our Mging Partner's amended and restated
limited liability company agreement that has bdgdfas an exhibit to the registration statememloich this prospectus forms a part.

Independence and Composition of the Board of Direrst

On or prior to the U.S. Listing, we expeat Managing Partner's board of directors will égsihaf five directors. While we are exempt
from NYSE Rules relating to board independence Managing Partner intends to maintain a board i&fodidrs that consists of at least a
majority of directors who are independent under [EY8ules relating to corporate governance matters.

Election and Removal of Director

The directors of our Managing Partner mayelkected and removed from office only by the \aita majority of the Class A shares of our
Managing Partner that are then outstanding. Eacdopeelected as a director will hold office unt#accessor has been duly elected and
qualified or until his or her death, resignatiorr@moval from office, if earlier. Class A membere aot required to hold meetings for the
election of directors with any regular frequency amay remove directors, with or without cause,rgt time.

All of our Managing Partner's outstanding<3 A shares are held by our senior principalslddiour Managing Partner's limited liability
company agreement, each Class A share is non-raié without the consent of the holders of a nitgjof the Class A shares that are then
outstanding and each Class A share will automdyite redeemed and cancelled upon the holder's déigability or withdrawal as a member
of our Managing Partner. Henry Kravis and Georgbd®ts, our Managing Partner's Co-Chairmen ancC8ief Executive Officers, collective
hold Class A shares representing a majority otdked voting power of the outstanding Class A shahe addition, notwithstanding the number
of Class A shares held by Messrs. Kravis and Rsperder our Managing Partner's limited liabilipmgpany agreement, Messrs. Kravis and
Roberts are deemed to represent a majority of thes@\ shares then outstanding for purposes ohgath matters upon which holders of
Class A shares are entitled to vote. Messrs. KravisRoberts may, in their discretion, designag@mmore holders of Class A shares to hold
such voting power and exercise all of the rights daties of Messrs. Kravis and Roberts under ounddang Partner's limited liability compa
agreement. While neither of them acting alone béllable to direct the election or removal of dioestthey will be able to control the
composition of the board if they act together. \Whiessrs. Kravis and Roberts historically havedetith unanimity when managing our
business, they have not entered into any agreemlating to the voting of their Class A shares. Ssecurity Ownership."

Limited Matters Requiring a Class B Member Vc

Through our subsidiaries, we hold votingiasts in the general partners of a number ofdhat were formed outside of the United
States. Under our Managing Partner's limited ligbdompany agreement, our Managing Partner's bofditectors will be required to inform
the holders of our Managing Partner's Class B shafrany matter requiring the approval of the hrddef voting interests held directly or
indirectly by us in the general partner of a noisUund and to cause such voting interests to betvioa accordance with directions received
from the holders of a majority of the Class B skatéolders of Class B shares will have no righpadicipate in the management of our
Managing Partner or us and will not have any ottiggrts under our Managing Partner's limited lidhitlompany agreement other than as
described above. Our principals, including Medsravis and Roberts, collectively hold 100% of ouaméging Partner's outstanding Class B
shares. See "Security Ownership."
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Action by the Board of Director

Our Managing Partner's board of directoay take action in a duly convened meeting in wlicuorum is present or by a written
resolution signed by all directors then holdinga&f When action is to be taken at a meeting obtterd of directors, the affirmative vote of a
majority of the directors present at any meetinge¢uired for any action to be taken. Upon a UiStihg, when action is to be taken at a
meeting of the board of directors, the affirmatiate of a majority of the directors then holdindic# is required for any action to be taken.

Certain specified actions approved by oankbing Partner's board of directors require thiitiadal approval of a majority of the Class
shares of our Managing Partner. These actions stoofsihe following:

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

. the issuance by us or our subsidiaries of any g&uthat would (i) represent, after such issuanc@pon conversion, exchange
or exercise, as the case may be, at least 5% wltyalifluted, as converted, exchanged or exercisesis, of any class of our or
their equity securities or (ii) have designatigm&ferences, rights, priorities or powers thatracge favorable than those of Kt
Group Partnership Units;

. the adoption by us of a shareholder rights ¢

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

. the merger, sale or other combination of us ork&kiR Group Partnership with or into any other pers

. the transfer, mortgage, pledge, hypothecation antgof a security interest in all or substantialliyof the assets of the KK

Group Partnerships;
. the appointment or removal of a Chief Executivei€ff or a Co-Chief Executive Officer of our ManagjiRartner or us;

. the termination of the employment of any of ouiic#fs or that of any of our subsidiaries or thenieation of the association
a partner with any of our subsidiaries, in eaclecadthout cause;

. the liquidation or dissolution of our partnerstopy Managing Partner or any KKR Group Partnersaiy
. the withdrawal, removal or substitution of our Mgimey Partner as the general partner or any perstimeageneral partner of

KKR Group Partnership, or the transfer of benefioianership of all or any part of a general partiméegrest in our partnership
a KKR Group Partnership to any person other thanadrour wholly owned subsidiaries.

Board Committee:

In connection with the U.S. Listing, our Maging Partner's board of directors will estabtishaudit committee, a conflicts committee, a
nominating and corporate governance committee arekacutive committee that will operate pursuanttitten charters as described below.
Because we are a limited partnership, our ManaBengner's board is not required by NYSE Rules tabdish a compensation committee or a
nominating and corporate governance committee ordet other
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substantive NYSE corporate governance requiremetde the board will establish a nominating andgrmance committee, we intend to r
on available exemptions concerning the commitie@isposition and mandate.

Audit Committet

Our Managing Partner's board of directoitsagtablish an audit committee that will be resgible for assisting the board of directors in
overseeing and monitoring: (i) the quality and gniy of our financial statements; (ii) our compiee with legal and regulatory requirements;
(i) our independent registered public accounfing's qualifications and independence; and (i@ plerformance of our independent registered
public accounting firm. The members of the audihoattee will be required to meet the independenaedards for service on an audit
committee of a board of directors pursuant to Hla-3 under the Exchange Act and NYSE Rules redaiincorporate governance matters,
and the charter for the audit committee will compith those requirements.

Conflicts Committee

Our Managing Partner's board of directoitsestablish a conflicts committee that will besponsible for reviewing specific matters that
the board of directors believes may involve a dondf interest and for enforcing our rights undey of the exchange agreement, the tax
receivable agreement, the limited partnership ageee of any KKR Group Partnership or our limitedtparship agreement, which we refer
collectively to as the covered agreements, ag&iK& Holdings and certain of its subsidiaries andigeees, a general partner or limited
partner of KKR Holdings, or a person who holds grgaship or equity interest in the foregoing eesit The conflicts committee will also be
authorized to take any action pursuant to any aityhor rights granted to such committee under aoyered agreement or with respect to any
amendment, supplement, modification or waiver tp such agreement that would purport to modify sathority or rights. In addition, the
conflicts committee shall approve any amendmenitpof the covered agreements that in the reasefaddgyment of our Managing Partner's
board of directors is or will result in a confliat interest. The conflicts committee will determifiéghe resolution of any conflict of interest
submitted to it is fair and reasonable to our gathip. Any matters approved by the conflicts cottemiwill be conclusively deemed to be fair
and reasonable to our partnership and not a biefeanty duties that may be owed to our unitholderaddition, the conflicts committee may
review and approve any related person transactather than those that are approved pursuant toetated person policy, as described under
"Certain Relationships and Related Party TransastieStatement of Policy Regarding Transactions Rilated Persons," and may establish
guidelines or rules to cover specific categoriesarisactions. The members of the conflicts conemittill be required to meet the
independence standards for service on an audit ébeenof a board of directors pursuant to Rule IDéAnder the Exchange Act and NYSE
Rules relating to corporate governance matters.

Nominating and Corporate Governance Commi

Our Managing Partner's board of directoitsestablish a nominating and corporate governameemittee that will be responsible for
identifying and recommending candidates for appoerit to the board of directors and for assistind avising the board of directors with
respect to matters relating to the general operatidhe board and corporate governance mattergeast one member of the nominating and
corporate governance committee will be requirechéet the independence standards for service ondihcmmmittee of a board of directors
pursuant to Rule 10A-3 under the Exchange Act ai@B& Rules relating to corporate governance mati#esexpect that Messrs. Kravis and
Roberts will also serve on the nominating and crafggovernance committee.
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Executive Committe

Our Managing Partner's board of directoitsagtablish an executive committee that will aghen necessary, in place of our Managing
Partner's full board of directors during periodsvimich the board is not in session. The executoraroittee will be authorized and empowered
to act as if it were the full board of directorsowerseeing our business and affairs, exceptthal inot be authorized or empowered to take
actions that have been specifically delegatedherdtoard committees or to take actions with resfpedi) the declaration of distributions on
our units; (ii) a merger or consolidation of ourtparship with or into another entity; (iii) a salease or exchange of all or substantially all of
our assets; (iv) a liquidation or dissolution of partnership; (v) any action that must be submiitéea vote of our Managing Partner's mem
or our unitholders; or (vi) any action that may betdelegated to a board committee under our Magdagartner's limited liability company
agreement or the Delaware Limited Liability Compawot. We expect that the executive committee wilhsist of Messrs. Kravis and Roberts.

Compensation Committee Interlocks and Insider Partipation

Because we are a limited partnership, oan&ging Partner's board of directors is not reguigeNYSE Rules to establish a compensation
committee. Our founders, Messrs. Kravis and Robefitsserve as Co-Chairmen of the board of direstf our Managing Partner. For a
description of certain transactions between uscamdounders, see "Certain Relationships and ReRgety Transactions."

Executive Compensation
Compensation Discussion and Analysis

A primary objective of many companies wigdesigning executive compensation arrangementsédersto align the interests of top
executives with the interests of shareholders. ps\ate firm, one of our fundamental philosopHies been to align the interests of our people
with the interests of our fund investors. We haweght to achieve such an alignment in the pasutitrahe investment of a significant amount
of our own capital and the capital of our principad and alongside of the funds that we managetadwnership by our principals of interests
in the general partners of our funds that entitésrt to a portion of the carried interest that weeinee with respect to fund investments.

Prior to October 1, 2009, our senior prats were not paid any salaries or bonuses anelbidstceived only cash distributions in respect
of their ownership interests in the general pagrerd management companies of our funds and ineestrthat they have made in or along:
our funds. Following the Transactions, our Manag®agtner's Co-Chief Executive Officers, our Chiafdnacial Officer and our General
Counsel are each paid an annual salary of $300¢0@D10. Our Managing Partner's Co-Chief Execu®fgcers, Chief Financial Officer and
General Counsel and our other senior principals imseive distributions and cash bonuses thatenged by KKR Holdings.

While certain individuals who are not serpancipals receive salaries and bonuses, the easgiion that they have been paid has been
significantly based on the performance of our fuidgestments and our fee generating businessethasd individuals generally have derived
a substantial amount of their financial benefitotigh their ownership interests in the generalrgasgt of our funds and investments that they
have made in or alongside our funds.

We believe that our philosophy of alignihg interests of our principals with the interesteur fund investors through equity ownership
has been an important contributor to the growth santessful performance of our firm. Because wibelthat such an approach will further
our goal of creating long-term value for our unlthers, we intend to continue to adhere to thisqauiphy when designing compensation
arrangements as a public company. Our principdlsither hold interests in our business throughRKKoldings or through equity awards
under our Equity Incentive Plan. Their
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interests in KKR Holdings will represent particijpatt in the value of KKR Group Partnership Unitschby KKR Holdings. KKR Holdings will
bear the economic costs of any equity based awdistsibutions and executive bonuses that it fuladsl, we will not bear the expense or
dilution associated with such amounts.

We intend to review our compensation peBgberiodically. While we do not have any plansitalify the compensation philosophy or
arrangements described above, we may make chamges compensation policies and decisions reldtirapne or more individuals based on
the outcome of such a review.

Summary Compensation Tab

The following table presents summary infatimn concerning compensation that we paid or actfar services rendered by our execu
officers, consisting of our two Co-Chief Execut®@éicers, our Chief Financial Officer and our Geale€ounsel, in all capacities during the
fiscal year ended December 31, 2009. We referdselindividuals in other parts of this prospectsa "named executive officers.” As
discussed above under "—Compensation Discussiodaaltysis," our Managing Partner's Co-Chief ExesutDfficers historically have not
received salary or bonus and, instead, have retéivancial benefits only through their ownershigerests in the general partners and
management companies of our funds and investmieaittshtey have made in or alongside our funds. @ashbutions to our named executive
officers in respect of our fiscal and tax year ehBecember 31, 2009 were:

Summary Compensation Table

Non-Equity Nonqualified
Stock  Option Incentive Plan Deferred All Other
Name and Principal Position Salary Bonus Awards Awards Compensation Compensation Compensation Total

Henry R. Kravis
Cc-Chief Executive
Officer
George R. Rober!
Co-Chief Executive
Officer
William J. Janetsche
Principal Financia
Officer
David J. Sorkir
General Counse

Director Compensation

Our Managing Partner was formed on Jun€@67 and has not paid any compensation to itstdire for their board service. Following
the completion of the U.S. Listing, we intend toili the individuals who receive compensation faithboard service to our Managing Partn
independent directors. We expect to establish oty compensation practices for our Managing Pdstimedependent directors.

Confidentiality and Restrictive Covenant Agreements

KKR Holdings has entered into confidentiafind restrictive covenant agreements with ourgipals that, among other things, include
prohibitions on the principals competing with KKRswliciting certain investors or senior level emy@es of our firm during a restricted per
following their departure from the firm. These agrents also require personnel to protect and @sfrth's confidential information only in
accordance with confidentiality restrictions satlian the agreement.
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Messrs. Kravis, Roberts, Janetschek and Sorkieaak a party to such an agreement. See "CertaitdddParty Transactionssenfidentiality
and Restrictive Covenant Agreements”.

KKR Holdings

Messrs. Kravis, Roberts, Janetschek ankliigawith our principals, hold interests in our lmess through KKR Holdings, which owns all
of the outstanding KKR Group Partnership Units @ not held by us. These individuals receiverfaia benefits from our business in the
form of distributions and payments received fromRKKoldings and through their participation in treue of KKR Group Partnership Units
held by KKR Holdings, and KKR Holdings bears themamic costs of any executive bonuses paid toiogpténcipals. Our principals'
interests in KKR Group Partnership Units that aelelioy KKR Holdings are be subject to transferrmiebns and, except for certain interests
that were vested upon their grant, are subjecesting requirements and forfeitable if the printiggases to be involved in our business prit
vesting. See "Organizational Structure—KKR Holdifigs

KKR & Co. L.P. Equity Incentive Plan

The board of directors of our Managing Rarintends to adopt the KKR & Co. L.P. Equity Intee Plan, which is referred to as the
Equity Incentive Plan, prior to the U.S. Listing.

The following description of the Equity Brtive Plan is not complete and is qualified brefice to the full text of the Equity Incentive
Plan, which has been filed as an exhibit to thésteggion statement of which this prospectus foenpart. The Equity Incentive Plan will be a
source of new equity-based awards permitting wgdat to our employees and other personnel, tleetdirs of our Managing Partner and our
consultants and senior advisors non-qualified opitons, unit appreciation rights, restricted commaits, deferred restricted common units,
phantom restricted common units and other awarggdan our common units.

Administration

The board of directors of our Managing Rartadministers the Equity Incentive Plan. Howetlez,board of directors of our Managing
Partner may delegate such authority, including ¢coramittee or subcommittee of the board of dirextbinder the terms of the Equity Incen
Plan, the board of directors of our Managing Partoethe committee or subcommittee thereof to wlauthority to administer the Equity
Incentive Plan has been delegated, as the casben&yreferred to as the Administrator. The Adstiitor determines who will receive awa
under the Equity Incentive Plan, as well as thenfof the awards, the number of units underlyingatvards and the terms and conditions o
awards, consistent with the terms of the Equityehtive Plan. The Administrator has full authorityititerpret and administer the Equity
Incentive Plan and its determinations will be finad binding on all parties concerned.

Common Units Subject to the Equity Incentive Plan

The total number of our common units whitdly be issued under the Equity Incentive Plan dseoéffective date of the plan is equiva
to 15% of the number of fully diluted common urdtgstanding as of such date; provided that beginwiith the first fiscal year after the
Equity Incentive Plan becomes effective and commtigwvith each subsequent fiscal year occurringehfter, the aggregate number of common
units covered by the plan will be increased, orfitts¢ day of each fiscal year of KKR & Co. L.P.augring during the term of the plan, by a
number of common units equal to the positive défere, if any, of (x) 15% of the aggregate numberomimon units outstanding on the last
day of the immediately preceding fiscal year of phen sponsor minus (y) the aggregate number ofwomunits available for issuance under
the plan as of the last day of such year, unless th
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Administrator should decide to increase the nunatb@ommon units covered by the plan by a lessenearon any such date.
Options and Unit Appreciation Rights

The Administrator may award non-qualifiedtwptions and unit appreciation rights underHogiity Incentive Plan. Options and unit
appreciation rights granted under the Equity Ineerlan will become vested and exercisable at Sowds and upon such terms and condit
as may be determined by the Administrator at time tof grant, but no option or unit appreciatiorhtigiill be exercisable for a period of more
than 10 years after it is granted. The exercisseger common unit will be determined by the Adstirsitor, provided that options and unit
appreciation rights granted to participants whol&u®. taxpayers (i) will not be granted with anmeige price less than 100% of the fair market
value per underlying common unit on the date ohgead (ii) will not be granted unless the commait an which it is granted constitutes
equity of the participant's "service recipient" litt the meaning of Section 409A of the Internal &awe Code of 1986, as amended. To the
extent permitted by the Administrator, the exergigee of an option may be paid in cash or its eagleint, in common units having a fair mai
value equal to the aggregate exercise price aisfygag such other requirements as may be impogetid Administrator, partly in cash and
partly in common units or through net settlementdmmon units. As determined by the Administratmif appreciation rights may be settled
in common units, cash or any combination thereof.

Other Equity-Based Awards

The Administrator, in its sole discretiomay grant or sell common units, restricted commoitsudeferred restricted common units,
phantom restricted common units, and any other @svidrat are valued in whole or in part by referaioc®r are otherwise based on the fair
market value of, the common units. Any of theseep#quity-based awards may be in such form, andragnt on such conditions, as the
Administrator determines, including without limitat the right to receive, or vest with respectaiee or more common units (or the equivalent
cash value of such units) upon the completion sgecified period of service, the occurrence ofvamneand/or the attainment of performance
objectives. The Administrator may, in its discretidetermine whether other equity-based awardsifpayable in cash, common units or
other assets or a combination of cash, common andsther assets.
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SECURITY OWNERSHIP
Our Common Units

The following table sets forth the benefi@wnership of our common units and KKR Group Renghip Units that are exchangeable for
our common units after giving effect to the U.Sstlrig and In-Kind Distribution by:

. each person known to us to beneficially own moes th% of any class of the outstanding voting s&esrof our partnership;
. each of the directors, director nominees and namedutive officers of our Managing Partner; and
. the directors, director nominees and executiveeff of our Managing Partner as a grc

The numbers of common units and KKR Groagriership Units outstanding and the percentadpenéficial ownership are based on
204,902,226 common units to be issued and outstgradid 478,105,194 KKR Group Partnership Units éihatexchangeable for our common
units. Beneficial ownership is in each case deteeahin accordance with the rules of the SEC.

KKR Group Partnership Units

Common Units and Special Voting Units
Beneficially Ownedt Beneficially Ownedtt Percentage of Combinec
Name(1) Number Percent Number Percent Voting Powertt
KKR Holdings(2) — —  478,105,19 70% 70%

Henry R. Kravis(2
George R. Roberts(:
William J. Janetsche
David J. Sorkir
Directors, directo
nominees and
executive officers a

a group
( persons
* Less than 1%.

T KKR Group Partnership Units held by KKR Holdinge &xchangeable (together with the correspondingiaipeoting
units) for our common units on a one-for-one bagibject to customary conversion rate adjustmemtsglits, unit
distributions and reclassifications and compliawith lock-up, vesting and transfer restrictionsdascribed under
"Organizational Structure—KKR Holdings." See "CéartRelationships and Related Party Transactions-hé&mnge
Agreement.” Beneficial ownership of KKR Group Parship Units reflected in this table has not alserbreflected as
beneficial ownership of our common units for whetlth KKR Group Partnership Units may be exchanged.

Tt On any matters that may be submitted to a votaipfinitholders, the special voting units will prdgitheir holders with
number of votes that is equal to the aggregate eumfKKR Group Partnership Units that such holdeen hold and
will entitle such holders to participate in the @ain the same basis as our unitholders. See "[pasarof Our Limited
Partnership Agreement—Meetings; Voting."

(1) The address of each beneficial owner is c/o KKR &gment LLC, 9 West 57th Street, 42nd Floor, NewkYNew
York 10019.

2) KKR Holdings owns, beneficially or of record, angaggate of 478,105,194 exchangeable KKR Group Bistip Units
(or 100% of the total number of exchangeable KKRuprPartnershi
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Units). Our principals hold interests in KKR Holdimthat will entitle them to participate in the walof the KKR Grouj
Partnership Units held by KKR Holdings. KKR Holdsig a limited partnership that is controlled by KKoldings GP
Limited, its sole general partner, which has inresit control over all KKR Group Partnership Unitslasoting control
over all special voting units held by KKR Holdindgsach of Messrs. Kravis and Roberts disclaims beiaébwnership o
the securities that may be deemed to be benefidathed by him, except to the extent of his ownuymégry interest
therein.

Our Managing Partner

Our Managing Partner's outstanding limitaedility company interests consist of Class A gsawhich are entitled to vote on the election
and removal of directors and all other matters tizate not been delegated to the board of directorsserved for the vote of Class B members,
and Class B shares, which are entitled to vote witly respect to any matter requiring the apprafdiolders of voting interests held directly
indirectly by us in the general partners of our+b8. funds. Notwithstanding the number of Classhares held by the Class A members,
under our Managing Partner's limited liability comny agreement, Messrs. Kravis and Roberts are aktnrepresent a majority of the
Class A shares outstanding for purposes of votingatters upon which holders of Class A sharegtiled to vote. Messrs. Kravis and
Roberts may, in their discretion, designate onmore holders of Class A shares to hold such vgiwger and exercise all of the rights and
duties of Messrs. Kravis and Roberts under our MemtpPartner's limited liability company agreemétthile Messrs. Kravis and Roberts
historically have acted with unanimity when manggiur business, they have not entered into anyeaggat relating to the voting of their
Class A shares. All of our Managing Partner's o@lass A shares are held by our other senior gratsi Our Managing Partner's Class B
shares are divided equally among twelve princiggash of whom holds less than 10% of the votingqrasi the Class B shares. None of the
shares in our Managing Partner provide these heldéh economic interests in our business.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

The following is a description of the material terof the agreements described below, and is gedllfiy reference to the provisions of
those agreements.

The Combination Transaction and Reorganization Trarsactions

On October 1, 2009, we completed the adeprisof all of the assets and liabilities of KKRu€rnsey and, in connection with such
acquisition, completed a series of transactionsyamt to which the business of KKR was reorganizta holding company structure. We
refer to these transactions collectively as thatifactions.” The Transactions did not involve tgnpent of any cash consideration or involve
any offering of newly issued securities to the pytand our principals did not sell any interest®ur business in connection with the
Transactions. Following the Transactions, KKR Ggegnholds a 30% economic interest in our Combinesiriss and our principals hold a
70% economic interest in our Combined Business.gdincipals collectively hold their interests inrdbombined Business through KKR
Holdings.

In accordance with our purchase and sakeeaigent with KPE, prior to the completion of th@fdsactions, we made cash and in-kind
distributions of $206.5 million to certain of ourcipals relating to amounts for periods prioQotober 1, 2009. Such distributions consisted
of substantially all available cash-tand, certain accrued receivables of its manageoenpanies and capital markets subsidiaries artdic
personal property (consisting of non-operating @3s€hese distributions were made in respect abge prior to the Transactions. These
amounts did not include, however, any accrued rmdnij or transaction fees to be credited againgtnaanagement fees that are payable in
respect of future periods, the after-tax amourargf management fees that may be required to benestto investors before a carried interest
may be paid and any other amounts that were nageassprovide the Combined Business with sufficiemtrking capital to conduct its busin
in the ordinary course.

The Investment Agreement

On August 4, 2009, we entered into an itmest agreement by and among us, certain of oiliatds, KKR Guernsey and certain of its
affiliates, as a condition to the Combination Tieat®on.

U.S. Listing

The investment agreement provides thatwaekKR Guernsey each had the right to requirett@ther use its reasonable best efforts to
cause KKR Guernsey to contribute its units reprizsgtimited partner interests in Group Holdingsusin exchange for an equivalent number
of our common units and, in connection therewitly, @mmon units received by KKR Guernsey to bedistnd traded on the New York Stock
Exchange by delivering an election notice to theepparty. On February 24, 2010, we delivered eatign notice to KKR Guernsey pursuant
to the investment agreement.

Registration Statement and Effor!

Following the delivery of the election roatj we are required to prepare a registrationrataté (of which this prospectus constitutes a |
for our common units to be issued to, and distatuiy, KKR Guernsey pursuant to the investmenteagesmt and to have the registration
statement declared effective by the SEC as pronagtiyracticable. The investment agreement als@aitena covenant that requires us and
KKR Guernsey to use our respective reasonabledfiests to complete the U.S. Listing and the aciancillary thereto in the manner
contemplated by the investment agreement, prowicgicheither party is required to take any actfdhe taking of such action would
reasonably be expected to have, individually dhnaggregate, a material adverse effect on ounéss
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Dissolution Transactions

As of, or as promptly as practicable aftee, U.S. Listing, KKR Guernsey will take, and wil wause the directors of KKR Guernsey's
board of directors who are not its independentctiis to authorize all actions necessary or adigsabh among other things, (i) distribute our
common units to the holders of KKR Guernsey utfifscause the KKR Guernsey units to be delistednfrand to cease to be traded on,
Euronext Amsterdam and (iii) cause KKR Guernselyealissolved and liquidated by its general partéietéing as liquidator, in accordance with
KKR Guernsey's limited partnership agreement aerd_tmited Partnerships (Guernsey) Law, 1995.

Conditions to Closing the U.S. Listing
Each party's obligation to consummate tt®. Uisting is subject to the satisfaction or waigeach of the following conditions:

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

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

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

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

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

the registration statement relating to the commuaitsuo be issued to KKR Guernsey and distributethé In-Kind Distribution.
Treatment of KKR Guernsey Unit Appreciation Rights

Upon the closing of the U.S. Listing, excap otherwise agreed in writing between us andl@eh of a unit appreciation right issued un
KKR Guernsey's 2007 Equity Incentive Plan, (i) eaatstanding unit appreciation right for which theercise price per KKR Guernsey unit of
such unit appreciation right equals or exceed<litging price per KKR Guernsey unit on Euronext Agndam on the final trading day of Kk
Guernsey units will be cancelled without the payhwrany consideration in respect thereof ande@¢h other outstanding unit appreciation
right will be converted into a fully vested unitmpciation right, on the same terms and condittbas were applicable under such unit
appreciation right, with respect to a number of cammon units equal to the number of KKR Guerngatsisubject to such unit appreciation
right immediately prior to the closing of the UlSsting with an exercise price per common unit dgadhe per unit exercise price for such |
appreciation right and any such converted unit@giption right and all obligations with respectréte will be assumed by us.
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Indemnification and Insurance

The investment agreement provides thatafoeriod of six years after the closing of the. .WLiSting, the KKR Group Partnerships will
indemnify each present and former director ancceffof the general partner of KKR Guernsey andagedther persons serving in a similar
role against all losses, liabilities, damages, jndgts and fines incurred in connection with any, gl&aim, action, proceeding, arbitration or
investigation arising out of or related to actidalsen by them in their capacity as directors oicefs of the general partner of KKR Guernse
taken by them at the request of KKR Guernsey ogtreeral partner of KKR Guernsey. In addition, itheestment agreement also provides
the KKR Group Partnerships will indemnify us, KKRi&nsey, each present and former director andeoftitthe general partner of KKR
Guernsey and certain other persons serving a simika against all losses, liabilities, damagedgjuents and fines to which any of them may
become subject under the Securities Act, the Exgidct, or other applicable law, statute, ruleegulation insofar as such losses, liabilities,
damages, judgments and fines arise out of or aredoapon any untrue statement or alleged untrtenséat of a material fact contained in the
registration statement relating to our common uwitse issued to, and distributed by KKR Guernsegny other document issued by us, KKR
Guernsey or any of their respective affiliatesammection with, or otherwise relating to, the ULi8ting, or arise out of or are based upon the
omission or alleged omission to state therein aenfetfact required to be stated therein or nesgdsamake the statements therein, in the light
of the circumstances under which they were mademigleading.

The investment agreement also provideswieawill, subject to an agreed upon premium cagaioldirectors' and officers' liability
insurance for the benefit of the directors andceffs (and former directors and officers) of theggahpartner of KKR Guernsey which will
(i) be effective for a period from the date of tlissolution of KKR Guernsey through and includihg tlate that is six years after such date,
(i) cover claims arising out of or relating to aagtion, statement or omission of such directodsa@ficers whether on or before the date of
such dissolution (including the transactions comiated by the investment agreement and the deamsaking process by the directors of the
general partner of KKR Guernsey in connection twélg to the same extent as the directors andeffiof our Managing Partner acting in
their capacities as the directors and officerdefgeneral partner of KKR Guernsey are insured reiipect thereto, and (iii) contain a coverage
limit of $100 million and coverage terms and coiudis, including exclusions, substantially compagablthe directors' and officers' liability
insurance in effect on the date of the amendedestdted purchase and sale agreement.

Exchange Agreement

We have entered into an exchange agreemitnKKR Holdings, the entity through which certafour principals, including
Messrs. Kravis, Roberts, Janetschek and Sorkihhaidl their KKR Group Partnership Units, pursumtvhich KKR Holdings or certain
transferees of its KKR Group Partnership Units mgyto four times each year (subject to the terfteeexchange agreement), exchange
KKR Group Partnership Units held by them (togethigh corresponding special voting units) for ourrooon units on a one-for-one basis,
subject to customary conversion rate adjustmemtsgiits, unit distributions and reclassificatioAs.the election of the KKR Group
Partnerships, the KKR Group Partnerships may sexttbanges of KKR Group Partnership Units with dasim amount equal to the fair
market value of the common units that would otheewde deliverable in such exchanges. To the ettiahKKR Group Partnership Units held
by KKR Holdings or its transferees are exchangedts common units, our interests in the KKR Gr&gstnerships will be correspondingly
increased. Any common units received upon suchangd will be subject to any restrictions that wegsplicable to the exchanged KKR Group
Partnership Units, including any applicable transéstrictions.
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Interests in KKR Holdings that are heldduwyr principals are subject to significant tranggstrictions and vesting requirements that, ur
waived, modified or amended will limit the abilibf our principals to cause KKR Group PartnershiftéJto be exchanged under the exchange
agreement so long as applicable vesting and tnares&rictions apply. See "Organizational StructakKR Holdings." The general partner of
KKR Holdings, which is controlled by our foundevd]l have sole authority for waiving any applicablesting or transfer restrictions.

Registration Rights Agreement

Prior to the completion of the U.S. Listimge will enter into a registration rights agreemeith KKR Holdings pursuant to which we will
grant KKR Holdings, its affiliates and transfereésts KKR Group Partnership Units the right, undertain circumstances and subject to
certain restrictions, to require us to registerarrttie Securities Act our common units (and otleeusties convertible into or exchangeable or
exercisable for our common units) held or acqubedhem. Under the registration rights agreemenitjdrs of registration rights will have the
right to request us to register the sale of themmon units and also have the right to requireoundke available shelf registration statements
permitting sales of common units into the marketrfrtime to time over an extended period. In addjttmlders of registration rights will have
the ability to exercise certain piggyback registratrights in connection with registered offerimggiuested by other holders of registration
rights or initiated by us.

Tax Receivable Agreement

We and our intermediate holding companxable corporation for U.S. federal income taxpases, may be required to acquire KKR
Group Partnership Units from time to time pursuarur exchange agreement with KKR Holdings. KKRnidgement Holdings L.P. intends
make an election under Section 754 of the InteéRealenue Code in effect for each taxable year irchivan exchange of KKR Group
Partnership Units for common units occurs, whicly megult in an increase in our intermediate holdingipany's share of the tax basis of the
assets of the KKR Group Partnerships at the timenaxchange of KKR Group Partnership Units. Tleestanges are expected to result in an
increase in our intermediate holding company'sesbéthe tax basis of the tangible and intangibkets of the KKR Group Partnerships,
primarily attributable to a portion of the goodwitherent in our business, that would not othenhizee been available. This increase in tax
basis may increase depreciation and amortizatidoa®ns for tax purposes and therefore reduceartih@unt of income tax our intermediate
holding company would otherwise be required to ipaye future. This increase in tax basis may distrease gain (or increase loss) on future
dispositions of certain capital assets to the extenbasis is allocated to those capital assets.

We have entered into a tax receivable agee¢ with KKR Holdings requiring our intermediatelting company to pay to KKR Holdings
or transferees of its KKR Group Partnership Un&aof the amount of cash savings, if any, in UeBlefal, state and local income tax that the
intermediate holding company actually realizes essalt of this increase in tax basis, as well%% ®&f the amount of any such savings the
intermediate holding company actually realizes essalt of increases in tax basis that arise ddettwe payments under the agreement. A
termination of the agreement or a change of cortald give rise to similar payments based on tasngs that we would be deemed to realize
in connection with such events. This payment obiligeis an obligation of our intermediate holdingngpany and not of either KKR Group
Partnership. As such, the cash distributions tomomunitholders may vary from holders of KKR Grdegrtnership Units (held by KKR
Holdings and others) to the extent payments areemader the tax receivable agreements to sellifdeh®of KKR Group Partnership Units.
As the payments reflect actual tax savings recebyeKR entities, there may be a timing differetegween the tax savings received by KKR
entities and the cash payments to selling holdiekd&® Group Partnership Units. We expect our intediate holding
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company to benefit from the remaining 15% of caslirgys, if any, in income tax that it realizesttie event that other of our current or future
subsidiaries become taxable as corporations andradKR Group Partnership Units in the futurejfove become taxable as a corporatior
U.S. federal income tax purposes, we expect tiat @édl become subject to a tax receivable agreeméh substantially similar terms.

For purposes of the tax receivable agre¢nsash savings in income tax will be computed mparing the actual income tax liability of
our subsidiary to the amount of such taxes thairtteemediate holding company would have been reduio pay had there been no increase to
the tax basis of the tangible and intangible assfettse KKR Group Partnerships as a result of ttehanges of KKR Group Partnership Units
and had the intermediate holding company not edtierte the tax receivable agreement. The term etalx receivable agreement continues
until all such tax benefits have been utilized xpieed, unless the intermediate holding companya@ses its right to terminate the tax
receivable agreement for an amount based on tleedgayments remaining to be made under the agniteme

Estimating the amount of payments that maynade under the tax receivable agreement ismmatture imprecise, insofar as the
calculation of amounts payable depends on a vaoiefigctors. The actual increase in tax basis, ebag the amount and timing of any
payments under the tax receivable agreement, aill depending upon a number of factors, including:

. the timing of exchang—for instance, the increase in any tax deductiotisvairy depending on the fair market value, wh
may fluctuate over time, of the KKR Group Partngrsbinits, which will depend on the fair market valof the depreciable or
amortizable assets of the KKR Group Partnershipiseatime of the transaction;

. the price of our common units at the time of theh@ng—the increase in any tax deductions, as well asath®asis increase
other assets, of the KKR Group Partnerships, ectlir proportional to the price of our common uritghe time of the exchany

. the extent to which such exchanges are ta—if an exchange is not taxable for any reason (fstance, in the case o
charitable contribution), increased deductions ndl be available; and

. the amount of tax, if any, our intermediate holdaognpany is required to pay aside from any tax fiefnem the exchanges, al
the timing of any such payment. If our intermediadéding company does not have taxable income d=ide any tax benefit
from the exchanges, it will not be required to mpkgments under the tax receivable agreement &talxable year because no
tax savings will have been actually realized.

We expect that as a result of the amouth@increases in the tax basis of the tangibleirtasgible assets of the KKR Group
Partnerships, assuming no material changes ireteeant tax law and that we earn sufficient taxatdeme to realize the full tax benefit of the
increased amortization of our assets, future paysnemder the tax receivable agreement will be sutist. The payments under the tax
receivable agreement are not conditioned upon oncipals' continued ownership of us.

The intermediate holding company may teatérthe tax receivable agreement at any time byngala early termination payment to
KKR Holdings or its transferees, based upon thepretent value (based upon certain assumptiomeitak receivable agreement) of all tax
benefits that would be required to be paid by thermediate holding company to KKR Holdings ortitmisferees. In addition, the tax
receivable agreement provides that upon certaigensr asset sales, other forms of combination acims or other changes of control, the
minimum obligations of our intermediate holding qmamny or its successor with respect to exchangedaquired KKR Group Partnership Units
(whether exchanged or acquired before or after gactsaction) would be based on certain assumptindsiding that our intermediate holding
company would have sufficient taxable income tdyfutilize the increased tax deductions and inaedaax basis and other benefits related to
entering
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into the tax receivable agreement. In these sidnatiour obligations under the tax receivable agese could have a substantial negative
impact on our liquidity.

Decisions made by our senior principalthismcourse of running our business, such as wieet to mergers, asset sales, other forms of
business combinations or other changes of comtray, influence the timing and amount of payments a@ina received by an exchanging or
selling holder of partner interests in the KKR GodRartnerships under the tax receivable agreeentxample, the earlier disposition of
assets following an exchange or acquisition tratimaevill generally accelerate payments under thereceivable agreement and increase the
present value of such payments, and the disposifiassets before an exchange or acquisition teéinsawill increase a principals' tax liability
without giving rise to any rights of a principalteceive payments under the tax receivable agreemen

Payments under the tax receivable agreemiéirite based upon the tax reporting positions tha Managing Partner will determine. We
are not aware of any issue that would cause the¢dR8allenge a tax basis increase. However, meifK& Holdings nor its transferees will
reimburse us for any payments previously made uthdetax receivable agreement if such tax basigease, or the tax benefits we claim
arising from such increase, is successfully chgkehby the IRS. As a result, in certain circumstarayments to KKR Holdings or its
transferees under the tax receivable agreement t@uin excess of the intermediate holding compargsh tax savings. The intermediate
holding company's ability to achieve benefits frany tax basis increase, and the payments to be umatde this agreement, will depend upt
number of factors, as discussed above, includiadithing and amount of our future income.

KKR Group Partnership Agreements

We, directly or indirectly, control the gaal partners of the KKR Group Partnerships anautiph the KKR Group Partnerships and their
subsidiaries, the KKR business. Because our Magdgantner operates and controls us, our Managirtgétas board of directors and our
officers are ultimately responsible for all matedacisions of the KKR Group Partnerships and tk&RkKGroup Partnerships' businesses.

Pursuant to the partnership agreementseokKKR Group Partnerships, our partnership, astmrolling general partner of KKR Fund
Holdings L.P. and KKR Management Holdings L.P.,dn#he right to determine when distributions willlhade to the holders of KKR Group
Partnership Units and the amount of any such Higfions. See "Distribution Policy."

The partnership agreements of the KKR Gidagnerships provide for tax distributions to ttoéders of KKR Group Partnership Units if
the general partners of the KKR Group Partnerstigisrmine that distributions from the KKR GrouptRarships would otherwise be
insufficient to cover the tax liabilities of a heldof a KKR Group Partnership Unit. Generally, théasx distributions will be computed basec
our estimate of the net taxable income of the ai¢partnership allocable to a holder of a KKR Gr&artnership Unit multiplied by an
assumed tax rate equal to the highest effectivgimarcombined U.S. federal, state and local inctemerate prescribed for an individual or
corporate resident in New York, New York (takingoiraccount the nondeductibility of certain expereses the character of our income).

The partnership agreements of the KKR Gieaginerships authorize the general partners dkKfe Group Partnerships to issue an
unlimited number of additional securities of the RKsroup Partnerships with such designations, peafass, rights, powers and duties that are
different from, and may be senior to, those appliedao the KKR Group Partnerships units, and wiety be exchangeable for KKR Group
Partnership Units.
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Firm Use of Private Aircraft

Certain of our senior principals, includidigssrs. Kravis and Roberts, own aircraft that we for business purposes in the ordinary cc
of our operations. These senior principals paidterpurchase of these aircraft with their perséuadis and bear all operating, personnel and
maintenance costs associated with their operafiba.hourly rates that we pay for the use of théseadt are based on current market rates for
chartering private aircraft of the same type. Wiel |$6.9 million for the use of these aircraft dgrithe year ended December 31, 2009, of w
$5.5 million was paid to entities collectively covlted by Messrs. Kravis and Roberts.

Side-By-Side and Other Investments

As described under "Business," because ifvabstors typically are unwilling to invest thempital in a fund unless the fund's manager
invests its own capital in the fund's investmeats, private equity fund documents generally reqgtlieegeneral partners of our traditional
private equity funds to make minimum capital conmants to the funds. The amount of these commitmetich are negotiated by fund
investors, generally range from 2% to 4% of a fadtal capital commitments at final closing. Wihevestments are made, the general partner
contributes capital to the fund based on its fummhmitment percentage and acquires a capital interélse investment that is not subject to a
carried interest. Historically, these capital cdnttions have been funded with cash from operatibasotherwise would be distributed to our
principals and by our principals.

In connection with the Reorganization Temt®ns, we did not acquire capital interests iregiments that were funded by our principals
or others involved in our business prior to thenBactions. Rather, those capital interests weoeatkd to our principals or others involved in
our business and are reflected in our financidéstants as noncontrolling interests in consolidatgities to the extent that we hold the ger
partner interest in the fund. Any capital contribos that our private equity fund general partreeesrequired to make to a fund will be funded
by us and we will be entitled to receive our allnleashare of the returns thereon.

In addition, our principals and certaineatiqualifying employees are permitted to invest hade invested their own capital in sidedige
investments with our private equity funds. Sidedige investments are investments made on the sams tind conditions as those availab
the applicable fund, except that these side-by-isidestments are not subject to management feasarried interest. The cash invested by our
executive officers and their investment vehiclegragated to $ million for the year endest®mber 31, 2009, of which $ million,
$ million, $ millionand $  million was invested by Messrs. Kravis, Robeltmetschek and Sorkin, respectively. These
investments are not included in the accompanyimgalidated and combined financial statements.

Indemnification of Directors, Officers and Others

Under our partnership agreement, in mastioistances we will indemnify the following persptwsthe fullest extent permitted by law,
from and against all losses, claims, damages|itiabj joint or several, expenses (including lefg&ls and expenses), judgments, fines,
penalties, interest, settlements or other amowntsManaging Partner; any departing Managing Pgrarg/ person who is or was an affiliate
our Managing Partner or any departing Managingreareiny person who is or was a member, partnemtgdters partner, officer, director,
employee, agent, fiduciary or trustee of our padhig or our subsidiaries, the general partnemgrdeparting general partner or any affiliat
us or our subsidiaries, our Managing Partner ordaparting Managing Partner; any person who isas serving at the request of a Managing
Partner or any departing Managing Partner or afiljaéé of a Managing Partner or any departing Mzing Partner as an officer, director,
employee, member, partner, agent, fiduciary otéeisf another person; or any person designatedibilanaging
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Partner. We have agreed to provide this indemrtifinaunless there has been a final and non-appegladigment by a court of competent
jurisdiction determining that these persons aateokid faith or engaged in fraud or willful miscoetuNe have also agreed to provide
indemnification for criminal proceedings. Any indeification under these provisions will only be @fitour assets. Unless it otherwise agrees,
our Managing Partner will not be personally liatdg or have any obligation to contribute or loamdis or assets to us to enable us to
effectuate, indemnification. The indemnificationtbé& persons described above shall be secondarytmdemnification such person is entit
from another person or the relevant KKR fund toak&ent applicable. We may purchase insurance siglabilities asserted against and
expenses incurred by persons in connection witheotivities, regardless of whether we would havepgbwer to indemnify the person against
liabilities under our partnership agreement. Seenfiicts of Interest and Fiduciary ResponsibilitieBiduciary Duties."

Guarantee of Contingent Obligations to Fund Partnes; Indemnification

The partnership documents governing ouliticmal private equity funds generally includecéaWwback" or, in certain instances, a "net |
sharing” provision that, if triggered, may giveeri® a contingent obligation that may require theegal partner to return or contribute amounts
to the fund for distribution to investors at thelef the life of the fund. Under a "clawback" preain, upon the liquidation of a fund, the
general partner is required to return, on an aéemasis, previously distributed carry to the ektbat, due to the diminished performance of
later investments, the aggregate amount of caatyildiitions received by the general partner dutiregterm of the fund exceed the amount to
which the general partner was ultimately entitlexicluding carried interest received by the genpaatners of our 1996 Fund (which was not
contributed to us in the Transactions), as of Ddmm31, 2009, the amount of carried interest weelrageived that is subject to this clawback
obligation was $84.9 million, assuming that all kgable private equity funds were liquidated atitlizecember 31, 2009 fair values. Had the
investments in such funds been liquidated at zaheey the clawback obligation would have been & tllion. Under a "net loss sharing
provision," upon the liquidation of a fund, the geal partner is required to contribute capitah® fund, to fund 20% of the net losses on
investments. In these vehicles, such losses wailtgdpired to be paid by us to the limited partietiose vehicles in the event of a
liquidation of the fund regardless of whether aayried interest had previously been distributedseBbon the fair market values as of
December 31, 2009, our obligation in connectiorhwlie net loss sharing provision would have begmagmately $93.6 million. If the
vehicles were liquidated at zero value, the comitigepayment obligation in connection with thelnes sharing provision as of December 31,
2009 would have been approximately $1,182.7 million

Prior to the Transactions, certain of otngipals who received carried interest distribngavith respect to the private equity funds had
personally guaranteed, on a several basis andcubja cap, the contingent obligations of the gaingartners of the private equity funds to
repay amounts to fund limited partners pursuatiéogeneral partners' clawback obligations. Thasesf the Transactions require that our
principals remain responsible for clawback obligas relating to carry distributions received ptimthe Transactions up to a maximum of
$223.6 million.

Carry distributions arising subsequenti® Transactions may give rise to clawback obligegtithat may be allocated generally to carry
pool participants and the Combined Business inraeswe with the terms of the instruments govertliegK KR Group Partnerships. Unlike
“"clawback" provisions, the Combined Business wallrbsponsible for any amounts due under net lagsngharrangements and will indemnify
our principals for any personal guarantees that ttave provided with respect to such amounts.
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Facilities

Certain of our senior principals are parria a real-estate based partnership that maggirownership interest in our Menlo Park
location. Payments made from us to this partnerabgregated $5.7 million for the year ended Decer8ibe2009.

Confidentiality and Restrictive Covenant Agreements

The confidentiality and restrictive covehagreements with our principals include prohilsis@n our principals competing with us or
soliciting certain investors or senior-level empey of our firm and specified subsidiaries andiatifis during a restricted period following
their departure from the firm. These agreements r@gquire personnel to protect and use the firmrsidential information only in accordance
with confidentiality restrictions set forth in tlagreement. Messrs. Kravis, Roberts, Janetschekarkih are each a party to such an agreer
The restricted periods for our founders expiretanlater of (i) 4 years from October 1, 2009 afjd2(iyears from departure from the firm. The
restricted periods for our other senior principalpire on the later of (i) 2 years from Octobe2Q09 and (ii) 18 months from departure from
the firm. These restricted periods vary based aitipa with the firm and are subject to reduction &ny "garden leave" or "notice period"” that
an employee serves prior to termination of emplaynaad are also reduced if employment is terminati#tbut cause. Other principals that
are subject to confidentiality and restrictive co&et agreements have restricted periods rangimg &ononths to 1 year. Because KKR
Holdings is the party to these agreements andsjot@ may not be able to enforce them, and theseagnts might be waived, modified or
amended at any time without our consent.

Statement of Policy Regarding Transactions with Relted Persons

Prior to the completion of the U.S. Listitilge board of directors of our Managing Partndradopt a written statement of policy for our
partnership regarding transactions with relatedqes, which we refer to as our related person polair related person policy requires that a
“related person” (as defined as in Item 404(a) efiRation S-K) must promptly disclose to our Chiafancial Officer or other designated
person any "related person transaction" (defineghgstransaction, arrangement or relationshipedes of similar transactions, arrangements
or relationships, including, without limitation, yatoan, guarantee of indebtedness, transfer oelefieeal estate, or use of company property)
that is reportable by us under Item 404(a) of Ratiuh S-K in which we were or are to be a partioipgnd the amount involved exceeds
$120,000 and in which any related person had drhaile a direct or indirect material interest) atidnaterial facts with respect thereto. Those
individuals will then communicate that informatitmthe board of directors of our Managing Parthir related person transaction will be
executed without the approval or ratification of thoard of directors, the conflicts committee of aammittee of the board consisting
exclusively of at least three disinterested directti is our policy that directors interested iretated person transaction will recuse themselves
from any vote on a related person transaction iickvthey have an interest.
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CONFLICTS OF INTEREST AND FIDUCIARY RESPONSIBILITIE S
Conflicts of Interest

Conflicts of interest exist and may ariséhie future as a result of the relationships betwaur Managing Partner and its affiliates,
including each party's respective owners, on treet@nd, and our partnership and our limited pastrar the other hand. Whenever a potential
conflict arises between our Managing Partner oaffiiates, on the one hand, and us or any limgadner, on the other hand, our Managing
Partner will resolve that conflict. Our limited pership agreement contains provisions that redadeeliminate our Managing Partner's dut
including fiduciary duties, to our unitholders. Qumited partnership agreement also restricts émeeadies available to unitholders for actions
taken that without those limitations might congstbreaches of duty, including fiduciary duties.

Under our limited partnership agreement,Managing Partner will not be in breach of itsigations under the limited partnership
agreement or its duties to us or our unitholdetsefresolution of the conflict is:

. approved by the conflicts committee, although oamislging Partner is not obligated to seek such &ppt

. approved by the vote of a majority of the outstagdiommon units, excluding any common units ownedur Managing
Partner or any of its affiliates, although our Mgimg Partner is not obligated to seek such approval

. on terms which are, in the aggregate, no less éblerto us than those generally being provided @vailable from unrelate
third parties; or

. fair and reasonable to us, taking into accountdkadity of the relationships among the partiesoimred, including other
transactions that may be particularly favorabladrantageous to us.

Our Managing Partner may, but is not rezplitio, seek the approval of such resolution froencinflicts committee or our unitholders. If
our Managing Partner does not seek approval frexctimflicts committee or our unitholders and itafgoof directors determines that the
resolution or course of action taken with respeche conflict of interest satisfies either of #tandards set forth in the third and fourth bullet
points above, then it will be presumed that in mgkts decision the board of directors acted indyf@ith, and in any proceeding brought by or
on behalf of any limited partner or us or any otherson bound by our limited partnership agreentbhatperson bringing or prosecuting such
proceeding will have the burden of overcoming spisumption. Unless the resolution of a conflicdpecifically provided for in our limited
partnership agreement, our Managing Partner ocdhélicts committee may consider any factors iedetines in its sole discretion to consider
when resolving a conflict. Our limited partnershigreement provides that our Managing Partner wiltdnclusively presumed to be acting in
good faith if our Managing Partner subjectivelyibets that the determination made or not made tiserbest interests of the partnership.

Covered Agreements

The conflicts committee will be responsifile enforcing our rights under any of the exchaageeement, the tax receivable agreemen
limited partnership agreement of any KKR Group Renghip, or our limited partnership agreement, Whie refer collectively to as the
covered agreements, against KKR Holdings and ceataits subsidiaries and designees, a generaigraot limited partner of KKR Holdings,
or a person who holds a partnership or equity éstein the foregoing entities. The conflicts comedtwill also be authorized to take any ac
pursuant to any authority or rights granted to staimmittee under any covered agreement or witheigp any amendment, supplement,
modification or waiver to any such agreement thatild purport to modify
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such authority or rights. In addition, the conlicommittee shall approve any amendment to anyeofbvered agreements that in the
reasonable judgment of our Managing Partner's bofditectors creates or will result in a confladtinterest.

Potential Conflicts
Conflicts of interest could arise in theuations described below, among others.
Actions taken by our Managing Partner may affectafamount of cash flow from operations to our unitluters.

The amount of cash flow from operationd thavailable for distribution to our unitholdessaffected by decisions of our Managing
Partner regarding such matters as:

. the amount and timing of cash expenditures, inclgdhose relating to compensation;
. the amount and timing of investments and dispassj

. levels of indebtednes

. tax matters;

. levels of reserves; and

. issuances of additional partnership securi

In addition, borrowings by our limited paetship and our affiliates do not constitute a tineaf any duty owed by our Managing Partne
our unitholders. Our partnership agreement providaswe and our subsidiaries may borrow funds foumManaging Partner and its affiliates
on terms that are fair and reasonable to us. Unualelimited partnership agreement, those borrowimigishe deemed to be fair and reasonable
if: (i) they are approved in accordance with thente of the limited partnership agreement; (ii) thiens are no less favorable to us than those
generally being provided to or available from uatetl third parties; or (iii) the terms are fair arelsonable to us, taking into account the
totality of the relationships between the partiesived, including other transactions that may bbeave been particularly favorable or
advantageous to us.

We will reimburse our Managing Partner and its affates for expenses.

We will reimburse our Managing Partner #adhffiliates for costs incurred in managing ape@ting our partnership and our business.
For example, we do not elect, appoint or employ dirgctors, officers or other employees. All of skqersons are elected, appointed or
employed by our Managing Partner on our behalf. lBnited partnership agreement provides that oundging Partner will determine the
expenses that are allocable to us.

Our Managing Partner intends to limit its liabilityegarding our obligations.

Our Managing Partner intends to limit igbility under contractual arrangements so thawther party has recourse only to our assets
not against our Managing Partner, its assets @mitgers. Our limited partnership agreement provitlasany action taken by our Managing
Partner to limit its liability or our liability i;ot a breach of our Managing Partner's fiduciaryedu even if we could have obtained more
favorable terms without the limitation on liability
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Our unitholders will have no right to enforce oblaions of our Managing Partner and its affiliatesnder agreements with us.

Any agreements between us on the one lzemttpur Managing Partner and its affiliates onatieer, will not grant our unitholders,
separate and apart from us, the right to enforeebtigations of our Managing Partner and its iaffs in our favor.

Contracts between us, on the one hand, and our Mgimg Partner and its affiliates, on the other, wiiot be the result of arm's-length
negotiations.

Our limited partnership agreement allows Managing Partner to determine in its sole disoreany amounts to pay itself or its affiliates
for any services rendered to us. Our Managing Bartray also enter into additional contractual ageanents with any of its affiliates on our
behalf. Neither our limited partnership agreemenmtany of the other agreements, contracts and geraants between us on the one hand, and
our Managing Partner and its affiliates on the ntaee or will be the result of arm's-length negtitins. Our Managing Partner will determine
the terms of any of these transactions enteredaiitén the completion of the Transactions on tettmas it considers are fair and reasonable t
Our Managing Partner and its affiliates will haxeeabligation to permit us to use any facilitiesassets of our Managing Partner and its
affiliates, except as may be provided in contract®red into specifically dealing with such useefBwill not be any obligation of our
Managing Partner and its affiliates to enter intg aontracts of this kind.

Our common units are subject to our Managing Partrelimited call right.

Our Managing Partner may exercise its rigidall and purchase common units as providediidimited partnership agreement or assign
this right to one of its affiliates or to us. Oumlhging Partner may use its own discretion, frefedatiary duty restrictions, in determining
whether to exercise this right. As a result, aholder may have his common units purchased fromatiam undesirable time or price. See
"Description of Our Limited Partnership Agreementimited Call Right.”

We may choose not to retain separate counsel forselves or for the holders of common units.

Attorneys, independent accountants andretivho will perform services for us are selectedby Managing Partner or the conflicts
committee, and may perform services for our Mang@iartner and its affiliates. We may retain segacatinsel for ourselves or our
unitholders in the event of a conflict of interbstween our Managing Partner and its affiliateshenone hand, and us or our unitholders on the
other, depending on the nature of the conflict,dretnot required to do so.

Our Managing Partner's affiliates may compete witls.

Our partnership agreement provides thatwamaging Partner will be restricted from engagimgny business activities other than
activities incidental to its ownership of interestais. Except as provided in the non-competitmmn-solicitation and confidentiality agreeme
to which our principals will be subject, affiliate§ our Managing Partner, including its owners, moe prohibited from engaging in other
businesses or activities, including those that mégimpete directly with us.

Certain of our subsidiaries have obligations to istors in our investment funds and may have obligas to other third parties that may
conflict with your interests.

Our subsidiaries that serve as the gemparahers of our investment funds have fiduciary emgkractual obligations to the investors in
those funds and some of our subsidiaries may haneactual duties to other third parties. As a ltesie expect to regularly take actions with
respect to the allocation of investments amongrwestment funds (including funds that have diffeéree
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structures), the purchase or sale of investmentsiirinvestment funds, the structuring of investiieamsactions for those funds, the advice we
provide or otherwise that comply with these fidugiand contractual obligations. In addition, ounpipals have made personal investments in
a variety of our investment funds, which may resultonflicts of interest among investors in ounds or our unitholders regarding investment
decisions for these funds. Some of these actioghtrait the same time adversely affect our near-tesults of operations or cash flow.

U.S. federal income tax considerations of our pripals may conflict with your interests.

Because our principals will hold their Kkdtoup Partnership Units directly or through engitikat are not subject to corporate income
taxation and we hold our units in one of the KKRo@y Partnerships through a subsidiary that is stibjetaxation as a corporation in the
United States, conflicts may arise between ourgpals and our partnership relating to the selacéiod structuring of investments. Our
unitholders will be deemed to expressly acknowletige our Managing Partner is under no obligat®odnsider the separate interests of such
holders, including among other things the tax cqusaces to our unitholders, in deciding whetheratose us to take or decline to take any
actions.

Fiduciary Duties

Our Managing Partner is accountable tongsaur unitholders as a fiduciary. Fiduciary duteged to our unitholders by our Managing
Partner are prescribed by law and our limited masinip agreement. The Delaware Limited Partner&btpprovides that Delaware limited
partnerships may in their partnership agreemergarek, restrict or eliminate the duties, includirdu€iary duties, otherwise owed by a general
partner to limited partners and the partnership.

Our partnership agreement contains vanwasisions modifying, restricting and eliminatirfgetduties, including fiduciary duties, that
might otherwise be owed by our Managing Partner.nHakee adopted these restrictions to allow our MarggBartner or its affiliates to engage
in transactions with us that would otherwise behjisited by state-law fiduciary duty standards amtbke into account the interests of other
parties in addition to our interests when resoldngflicts of interest. Without these modificatioosir Managing Partner's ability to make
decisions involving conflicts of interest would kestricted. These modifications are detrimentalitounitholders because they restrict the
remedies available to our unitholders for actidre tvithout those limitations might constitute lrle@s of duty, including a fiduciary duty, as
described below, and they permit our Managing Rautim take into account the interests of thirdiparin addition to our interests when
resolving conflicts of interest.

The following is a summary of the matergsdtrictions on the fiduciary duties owed by ourridging Partner to our unitholders:

State Law Fiduciary Duty Standar Fiduciary duties are generally considered to inelad obligation to act in good faith and with «
care and loyalty. In the absence of a provisioa partnership agreement providing otherwise, the
duty of care would generally require a generalrgarto act for the partnership in the same manner
as a prudent person would act on his own behathdrabsence of a provision in a partnership
agreement providing otherwise, the duty of loyaltyuld generally prohibit a general partner of a
Delaware limited partnership from taking any actiwrengaging in any transaction that is not in the
best interests of the partnership where a cordfictterest is preser

169




Table of Contents

Partnership
Agreement
Modified
Standard:

General

Our limited partnership agreement contains prowmsithat waive duties of or consent to conduct byhManaging Partner and
its affiliates that might otherwise raise issuesulrompliance with fiduciary duties or applicatder. For example, our limited
partnership agreement provides that when our Magagartner, in its capacity as our Managing Parisgrermitted to or
required to make a decision in its "sole discrétion"discretion” or that it deems "necessary qurapriate” or "necessary or
advisable" then our Managing Partner will be esditto consider only such interests and factors @esires, including its own
interests, and will have no duty or obligation (ieihry or otherwise) to give any considerationny factors affecting us or any
limited partners, including our unitholders, andl wot be subject to any different standards impldsg the limited partnership
agreement, the Delaware Limited Partnership Actrwter any other law, rule or regulation or in eguit addition, when our
Managing Partner is acting in its individual capacas opposed to in its capacity as our Managexgner, it may act without
any fiduciary obligation to us or the unitholdersatsoever. These standards reduce the obligatbomkith our Managing
Partner would otherwise be he

In addition to the other more specific provisiomsiling the obligations of our Managing Partnery bmited partnership
agreement further provides that our Managing Padnd its officers and directors will not be lialdeus, our limited partners,
including our unitholders, or assignees for eradrgidgment or for any acts or omissions unlessetinas been a final and non-
appealable judgment by a court of competent jurtgzh determining that our Managing Partner opfficers and directors
acted in bad faith or engaged in fraud or willfusoonduct,

Special Provisions Regarding Affiliated Transacs
Our limited partnership agreement generally provithat affiliated transactions and resolutionsasfflicts of interest not
involving a vote of unitholders and that are ngirawed by the conflicts committee of the board isfctors of our Managing
Partner or by our unitholders must

. on terms no less favorable to us than those généeihg provided to or available from unrelateitdiparties; ol

. ‘fair and reasonable” to us, taking into accountoieity of the relationships between the parte®lved (including
other transactions that may be particularly favteai advantageous to u
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If our Managing Partner does not seek approwaahfthe conflicts committee or our unitholders and
the board of directors of our Managing Partner meiges that the resolution or course of action
taken with respect to the conflict of interest Sfads either of the standards set forth in thedbull
points above, then it will be presumed that in mgkts decision, the board of directors acted in
good faith, and in any proceeding brought by obehalf of any limited partner, including our
unitholders, or our partnership or any other peismmd by our limited partnership agreement, the
person bringing or prosecuting such proceedingheille the burden of overcoming such
presumption. These standards reduce the obligatowkich our Managing Partner would
otherwise be helc

Rights and Remedies of Unitholders ~ The Delaware Limited Partnership Act generally leg that a limited partner may institute legal
action on behalf of the partnership to recover dggsdrom a third-party where a general partner
has refused to institute the action or where aorefé cause a general partner to do so is ndilike
to succeed. In addition, the statutory or casedhsome jurisdictions may permit a limited partner
to institute legal action on behalf of himself aitdother similarly situated limited partners to
recover damages from a general partner for viatatif its fiduciary duties to the limited partne

By holding our common units, each unitholdél automatically agree to be bound by the psias in our partnership agreement,
including the provisions described above. Thisiiagécordance with the policy of the Delaware LimhiRartnership Act favoring the principle
freedom of contract and the enforceability of parship agreements. The failure of a unitholdeiida sur limited partnership agreement does
not render our partnership agreement unenforceaamst that person.

We have agreed to indemnify our Managindriéa and any of its affiliates and any membertrgas tax matters partner, officer, director,
employee, agent, fiduciary or trustee of our padhi®, our Managing Partner or any of our affilsatand certain other specified persons, to the
fullest extent permitted by law, against any aridoskses, claims, damages, liabilities, joint oresal, expenses (including legal fees and
expenses), judgments, fines, penalties, interegtements or other amounts incurred by our Marg@iartner or these other persons. We have
agreed to provide this indemnification unless thexe been a final and non-appealable judgmentdoyie of competent jurisdiction
determining that these persons acted in bad faigmgaged in fraud or willful misconduct. We halg&eaagreed to provide this indemnification
for criminal proceedings. Thus, our Managing Partwaild be indemnified for its negligent acts ifriet the requirements set forth above. To
the extent these provisions purport to include indiication for liabilities arising under the Seitigs Act, in the opinion of the SEC such
indemnification is contrary to public policy ancetiefore unenforceable. See "Description of Our téshiPartnership Agreement—
Indemnification.”
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COMPARATIVE RIGHTS OF OUR UNITHOLDERS AND KKR GUERN SEY UNITHOLDERS

The rights of our unitholders will be gowed by the laws of the State of Delaware, includirgDelaware Limited Partnership Act, and
our partnership agreement. The rights of KKR Gueynsitholders are currently governed by the laivGwernsey, including The Limited
Partnerships (Guernsey) Law, 1995, as amendedhwiecrefer to as the Guernsey Limited Partnerslhiys, and KKR Guernsey's limited
partnership agreement, which we refer to as the Ki{Rrnsey partnership agreement. Upon the U.SngiskKR Guernsey unitholders wot
receive our common units, and their rights as whitérs would accordingly be governed by Delawavedad our partnership agreement. In
addition, the U.S. federal securities laws andrties and regulations of the NYSE that will apmlyour common units differ from Dutch
securities laws and the rules and regulations obfext Amsterdam, which currently apply to the KRernsey units.

This section of the prospectus describesicedifferences between the rights of our unitleo$ and the rights of KKR Guernsey
unitholders. It does not purport to be a compléeement of the rights of our unitholders underliapple Delaware law and our partnership
agreement, or the rights KKR Guernsey unitholdeideun applicable Guernsey law and the KKR Guernsegnprship agreement.

We encourage you to read carefully thevaeié provisions of the Delaware Limited Partnership and the Guernsey Limited Partnersl|
Law, as well as our partnership agreement and e &uernsey partnership agreement. Our limitedneaship agreement has been filed a
exhibit to the registration statement of which thiespectus forms a part. We furthermore encouyageo read the more fulsome description
of our limited partnership agreement included uriferscription of Our Limited Partnership Agreemenétein.

Issuance of Additional Securities

KKR KKR Guernse!
Our limited partnership agreement provides thatManaging The KKR Guernsey partnership agreement providdsatia the
Partner may issue additional securities and relapgidns, rights, special approval of a majority of the independeatbers of the
warrants and appreciation rights at any time. Oandying Partner board of directors of KKR Guernsey's general partwaich we
may determine the designation, preferences, riglotsers and dutit refer to as the KKR Guernsey Board, KKR Guernsggteeral
of any class or series of securities at its saerdtion. partner may issue additional securities and relapgithns, rights,

warrants and appreciation rights at any time. KKiRefsey's
general partner may determine the designationgpetes, rights,
powers and duties of any class or series of séesirgubject to such
special approva

Voting Rights of Unitholders

KKR KKR Guernse'
Our unitholders will have only limited voting andresent rights as KKR Guernsey unitholders are not entitled to vatematters
described herein and will have no right to eleatesnove our relating to KKR Guernsey, although they are erditie consent
Managing Partner or its directo rights with respect to certain matters describddvie
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Management and Control

KKR

Our Managing Partner will manage all of our openadi and
activities. Our Managing Partner will be wholly oachby our
principals and controlled by our founde

Our limited partnership agreement and the Delawargted
Partnership Act prohibit limited partners from peipating in the
operation, management or control of our busir

KKR Guernse'

KKR Guernsey's general partner manages all ofpiesations and
activities. KKR Guernsey's general partner is wholvned and
controlled by our principals

The KKR Guernsey partnership agreement and therSegiLimitec
Partnerships Law both prohibit limited partnerstrparticipating in
the conduct or management of KKR Guernsey's busi

Board Structure

KKR

The limited liability company agreement of our Mgireg Partner
requires our Managing Partner to maintain a boédirectors, not
less than a majority of whom are independent puntsteaNY SE
Rules relating to corporate governance matters.Namaging
Partner's board of directors is required to mamégai audit
committee and a conflicts committee, each of wihichsists of a
majority of independent directors, and an executm@mittee,
which initially will consist solely of our founder

A majority of the Class A shares of our ManagingtiRer, all of
which are held by our senior principals, will hatie power, in their
sole discretion, to (i) determine the number oédiors and their
term of office, (ii) appoint directors and (iii)me@ve and replace
directors at any time, with or without cause andafioy reason or no
reason. Independent directors of our Managing Besthoard of
directors need not be approved by our ManaginghBest
nominating and corporate governance committee NGamaging
Partner's limited liability company agreement doesprovide for
the classification of director
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The articles of association of KKR Guernsey's gangartner
requires KKR Guernsey's general partner to mairttearKKR
Guernsey Board, not less than a majority of whonstrbe
independent pursuant to NYSE Rules relating to a@te
governance matters. The KKR Guernsey Board is requd
maintain an audit committee that consists entie¢ijndependent
directors and a nominating and corporate governaogenittee that
consists of a majority of n-independent director

Each member of the KKR Guernsey Board is appoiatedially at ¢
general meeting of the shareholders of KKR Guerssggneral
partner, and holds office until the next annualegahmeeting of the
KKR Guernsey general partner's shareholders, cgdriter death,
resignation or removal. Vacancies may be filled additional
directors may be added by an ordinary resolutioshaireholders or
vote of the directors then in office, subject tresieligibility and
advance notice requirements. No person may be aigaboio the
office of independent director unless he or sheltegn approved by
a majority of the independent directors then inceffand has bee
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We expect that our Managing Partner's board ottiirs initially
will consist of five directors, two of whom are daunders and the
remainder of whom are independent under NYSE rules.

recommended by the KKR Guernsey Board's nomigatird
corporate governance committee (a majority of whrosenbers are
our affiliates). A director may be removed fromiodf for any reason
by a written resolutions requesting resignatiomsdyby all other
directors then holding office or by an ordinaryalesgion of the KKR
Guernsey general partner's shareholders. At nortimea majority
of directors be resident in the United Kingdom aibizens or
residents of the United Statt

The KKR Guernsey Board currently consists of fiuectors, three
of whom are independent. Our founders are memberedKKR
Guernsey Boarc

Withdrawal or Removal of our Managing Partner; Tran sfer of Managing Partner's
General Partner Interest

KKR

Our limited partnership agreement provides thatManaging
Partner may not be removed or expelled, with oheuit cause, by
unitholders.

Except for the transfer by our Managing Partnealbfout not less
than all, of its general partner interests in cantipership to an
affiliate of our Managing Partner, or to anothetitgras part of the
merger or consolidation of our Managing Partnehwit into anothe
entity or the transfer by our Managing Partnerlbbasubstantially
all of its assets to another entity, our Managiagter may not
transfer all or any part of its general partneeiiest in us to another
person prior to December 31, 2020 without the aygdrof the
holders of at least a majority of the voting pow&our outstanding
voting units, excluding voting units held by our Maying Partner
and its affiliates

On or after December 31, 2020, our Managing Partrasr transfer
all or any part of its general partner intereshwitt first obtaining
approval of any unitholde
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KKR Guernsey unitholders do not have the rightoiwé KKR
Guernsey's general partner to withdraw from KKR 1@gey.

KKR Guernsey's general partner may withdraw fromRK&uernsey
only with the prior written consent of holders repenting a majority
of KKR Guernsey units, except that KKR Guernsegeayal partner
may transfer all or any part of its general paringrest, or merge,
consolidate, convert or amalgamate with or into atiner person, if
such transfer is to KKR or an affiliate of KKR arch merger,
consolidation, conversion or amalgamation is witlnto KKR or ar
affiliate of KKR.
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Our Managing Partner may withdraw as the Managegnier

(i) prior to December 31, 2020 upon 90 days' adearatice,
provided that holders of a majority of the votingwger of our voting
units (excluding voting units held by our ManagPartner and its
affiliates) approves such withdrawal and our MangdPartner
delivers opinions of counsel with respect to certagal and tax
matters, (ii) on or after December 31, 2020 uponl&gs' advance
notice, or (iii) in accordance with the transfeoyisions described
above.

Notwithstanding the foregoing, our Managing Partmery withdraw
at any time without unitholder approval upon 90slagdvance notic
to the limited partners if at least 50% of the tartging common
units are beneficially owned or owned of record¢antrolled by one
person and its affiliates other than our Managiagrer and its
affiliates.

Upon the withdrawal of our Managing Partner under a
circumstances, the holders of a majority of thengppower of our
outstanding voting units may select a successtiraibwithdrawing
Managing Partnel

Unitholder Meetings

KKR

We are not required to, and do not expect to, hedgilar meetings
our unitholders. Our limited partnership agreenpovides that
meetings of our unitholders may be called by oun&gng Partner
or by limited partners owning at least 50% of tla¢ing power of the
outstanding limited partner interests of the cfassvhich a meeting
has been called.

KKR Guernse'

The KKR Guernsey partnership agreement requires KXRrnsey
to hold an annual meeting at which KKR Guernsegisegal partner
will present a report on KKR Guernsey's investraativities. KKR
Guernsey unitholders are not permitted to takeaatipn at any suc
annual meeting. KKR Guernsey's general partner ecafiyspecial
meetings of partners for any purpose, but KKR Gseyrunitholders
have no right to call or request meetin

Dividends

KKR

Our limited partnership agreement provides thatManaging
Partner may determine the amount and timing ofdistyibutions to
our unitholders in its sole discretic

KKR Guernse!

The KKR Guernsey partnership agreement providesktK&
Guernsey's general partner may determine the anamahtiming of
distributions to the KKR Guernsey unitholders mdble discretior
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Amendment to Partnership Agreement

KKR

Amendments to our limited partnership agreement beagroposed
only by our Managing Partner.

No amendment may be made that would (i) enlargelfigations o
any limited partner without its consent, except #iray amendment
that would have a material adverse effect on thletsior preferences
of any class of partner interests in relation teeotclasses of partner
interests may be approved by at least a majorith®type or class
of partner interests so affected; or (ii) enlafdye dbligations of,
restrict in any way any action by or rights of reduce in any way
the amounts distributable, reimbursable or othexpimyable by us-
our Managing Partner or any of its affiliates with¢he consent of
our Managing Partner, which may be given or witthelits sole
discretion. The provision in our limited partnegshigreement
preventing the amendments having the effects destin clauses (
or (i) above may be amended with the approvahefttolders of at
least 90% of the outstanding voting un

Our Managing Partner may amend our limited partripragreemer
without the consent of our unitholders for certaigal, tax,
regulatory and other reasons described under "ipiser of Our
Limited Partnership Agreement—Amendment of the iagthip
Agreemer—Genere—No Limited Partner Approval.

Other amendments to our limited partnership agre¢m#l become
effective with the consent of our Managing Partmed the holders
at least a majority of our outstanding voting unitovided that our
Managing Partner has obtained an opinion of couthsglsuch
amendments will not result in a loss of limitedildy to our
unitholders. In the absence of such an opinioroahsel, any
amendment, other than an amendment pursuant togeme
consolidation or other business combination, veitjuire the
approval of the holders of at least 90% of our tamsing voting
units.
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KKR Guernse'

Amendments to the KKR Guernsey partnership agreemamy be
proposed only by KKR Guernsey's general partner.

KKR Guernsey's general partner may amend the KKBr&ey
partnership agreement for reasons similar to tdgs®issed under
"Description of Our Limited Partnership Agreemeramendment ¢
the Partnership Agreement—General—No Limited Partne
Approval." KKR Guernsey's general partner may mehe other
amendment to the KKR Guernsey partnership agreeméhbut the
consent of the KKR Guernsey unitholders, that ismaterial and
adverse to KKR Guernsey unitholders, provided siah
amendment receives the approval of a majority efindependent
directors of the KKR Guernsey Board.

Any other amendment will be effective upon its apad by KKR
Guernsey's general partner and holders represemtimgjority of
KKR Guernsey's outstanding securiti
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Mergers and Other Combination Transactions

KKR

We may not engage in any merger, consolidatiortleerdusiness
combination without the prior consent of our MamagPartner.

Our limited partnership agreement provides that\anaging
Partner will submit any merger, consolidation drestbusiness
combination to a vote of our unitholders. Such reergonsolidation
or other business combination will be approved umaeiving the
approval of the holders of at least a majorityhef butstanding
voting units.

Notwithstanding the foregoing, our Managing Parisgrermitted
without unitholder approval, to convert, merge onwey all of our
assets to a newly formed limited liability entitythvno assets,
liabilities or operations if the purpose is to effa mere change in
legal form and if the unitholders and our Managiagtner retain
substantially the same rights and obligations mhediin our limited
partnership agreemel

KKR Guernse'

The KKR Guernsey partnership agreement provideSdki&
Guernsey may merge, consolidate, convert or amaltgwmith or
into one or more entities under the laws of sucisgliction as KKR
Guernsey's general partner may in its sole disaretetermine,
provided that a majority of KKR Guernsey Boardddpendent
directors approve.

Indemnification of Directors and Officers

KKR

Under our limited partnership agreement, we witlamnify (i) our
Managing Partner, (ii) any departing Managing Rart(iii) any
person who is or was an affiliate of a Managingif&&ror any
departing Managing Partner, (iv) any person whar iwas a
member, partner, tax matters partner, officer,alie employee,
agent, fiduciary or trustee of us or our subsiégrthe Managing
Partner or any departing Managing Partner or afiljaéé of us or
our subsidiaries, the Managing Partner or any dieygManaging
Partner, (v) any person who is or was servingardguest of a
Managing Partner or any departing Managing Padnany affiliate
of a Managing Partner or any departing Managingneaas an
officer, director, employee, member, partner, aghtciary or
trustee of another person, or (vi) any person deséyl by our
Managing Partner to the fullest extent permittedavy from and
against all losses, claims, damages, liabilitiesitjor several,
expenses (including legal fees and expenses), jadgmfines,
penalties, interest, settlements or of
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The KKR Guernsey partnership agreement providesktK&
Guernsey is required to indemnify to the fullesieex permitted by
law KKR Guernsey's general partner, KKR Guernssstgice
provider and any of their respective affiliatesy @erson who serves
on a governing body of the Acquired KKR Guernsestriaship or
its subsidiaries or any other holding vehicle e&hbd by KKR
Guernsey and any other person designated by KKRSeg's
general partner as an indemnified person, in easb,@gainst all
losses, claims, damages, liabilities, costs or esge (including legi
fees and expenses), judgments, fines, penaltiesest, settlements
or other amounts arising from any and all clainesnends, actions,
suits or proceedings, incurred by an indemnifiedypia connection
with our business, investments and activities ordason of their
holding such positions, except to the extent thatdlaims, liabilities
losses, damages, costs or expenses are deternyisecblrt of
competent jurisdiction (in a final and non-appekdgbdgment) to
have resulte
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amounts. We have agreed to provide this indemtifinaunless thel
has been a final and non-appealable judgment loyd of
competent jurisdiction determining that these pessacted in bad
faith or engaged in fraud or willful misconduct. Wave also agreed
to provide this indemnification for criminal proaiegs. Any
indemnification under these provisions will only dngt of our assets.
Unless it otherwise agrees, our Managing Partnknai be
personally liable for, or have any obligation tatribute or loan
funds or assets to us to enable us to effectuadeninification. The
indemnification of the persons described abovel figaecondary to
any indemnification such person is entitled frorother person or
the relevant KKR fund to the extent applicable. iVay purchase
insurance against liabilities asserted againstexipegnses incurred |
persons in connection with our activities, regasdlef whether we
would have the power to indemnify the person addiaisilities
under our limited partnership agreeme

from the indemnified party's bad faith, fraudnliful misconduct,
or in the case of a criminal matter, action thatittdemnified party
knew to have been unlawful. The KKR Guernsey pastrip
agreement requires KKR Guernsey to advance fungdaydhe
expenses of an indemnified party in connection withatter in
which indemnification may be sought until it is eehined that the
indemnified party is not entitled to indemnificatio

Limitations on Liability of Directors and Officers

KKR

Our limited partnership agreement provides thatManaging
Partner and its affiliates are not liable to uswor unitholders for any
losses, claims, damages, liabilities, joint or selexpenses
(including legal fees and expenses), judgmentssfipenalties,
interest, settlements or other amounts arisingrasudt of any act or
omission of an indemnitee, or for any breach ofti@a or any
breach of duties (including breach of fiduciaryids} whether
arising at law, in equity or otherwise, unless ¢hleas been a final
and non-appealable judgment entered by a coudropetent
jurisdiction determining that, in respect of thettaain question, th
indemnitee acted in bad faith or engaged in frauditful
misconduct
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The KKR Guernsey partnership agreement providdy(ifhtne
liability of an indemnified party has been limitedthe fullest extent
permitted by law, except to the extent that itsdrarn involves bad
faith, fraud or willful misconduct, or in the caska criminal matter,
action that the indemnified party knew to have baelawful and

(ii) any matter that is approved by the independictors will not
constitute a breach of any duties stated or imfdiethw or equity,
including fiduciary duties.
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Unitholder Suits

KKR KKR Guernse!
The Delaware Limited Partnership Act generally juleg that a The Guernsey Limited Partnerships Law provides @Hanited
limited partner may institute legal action on bélodlthe partnership partner may, with the leave of the Royal Court ok@sey, institute
to recover damages from a third-party where a gémpartner has proceedings on behalf of a limited partnershi)fthe general
refused to institute the action or where an effortause a general partners have, without good cause, failed to dasd,(b) the failure
partner to do so is not likely to succeed. In ddditthe statutory or or refusal is oppressive to the limited partneisgrejudicial to its
case law of some jurisdictions may permit a limipedtner to interests as a limited partner.

institute legal action on behalf of himself andaher similarly
situated limited partners to recover damages frayareeral partner
for violations of its fiduciary duties to the lireid partners

Governing Law and Jurisdiction

KKR KKR Guernse!
Our limited partnership agreement is governed y\aitl be The KKR Guernsey partnership agreement is govelogezhd will
construed in accordance with the laws of the Sihfeelaware, be construed in accordance with the laws of trentslof Guernsey.
without regard to the principles of conflicts o Our limited KKR Guernsey unitholders generally will submit ke thon-
partnership agreement does not provide that othaoidiers submit 1 exclusive jurisdiction of any state or federal dmfrthe State of
the jurisdiction of particular courts in connectiwith disputes Delaware or any court in the Island of Guernsegrig dispute, suit,
arising out of or relating our limited partnershaigreement. action or proceeding arising out of or relatinghe KKR Guernsey

partnership agreemel

Transfer Restrictions
KKR KKR Guernse'

Our limited partnership agreement does not havéaimestrictions. Under the KKR Guernsey partnership agreement, 8."person"
may not acquire or hold KKR Guernsey units if ndgaalified
purchaser" under U.S. Securities laws. In additikiiR Guernsey
units may not be acquired or held by "plan asagtsler the
Employment Retirement Income Security Act (ERISAkimnilar
laws.
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DESCRIPTION OF OUR COMMON UNITS

Common Units

Our common units represent limited paringgrests in our partnership. Our unitholders anttled to participate in our distributions and
exercise the rights or privileges available to tedipartners under our limited partnership agre¢nvée will be dependent upon the KKR
Group Partnerships to fund any distributions we mmake to our unitholders, as described under "Digtion Policy." For a description of the
relative rights and preferences of holders of mithwlders in and to our distributions, see "Dlatition Policy." For a description of the rights

and privileges of limited partners under our lirdifgartnership agreement, including voting rightg *Description of Our Limited Partnership
Agreement.”

Unless our Managing Partner determinesrafise, we will issue all our common units in underated form.

Further Issuances

Our limited partnership agreement autharize to issue an unlimited number of additionatn@ship securities and options, rights,
warrants and appreciation rights relating to pasimg securities for the consideration and on ¢én$ and conditions established by our
Managing Partner in its sole discretion without épproval of our unitholders. In accordance with Erelaware Limited Partnership Act and
provisions of our limited partnership agreement,may also issue additional partner interests thaelesignations, preferences, rights, po
and duties that are different from, and may bemeni those applicable to our common units.

Transfer of Common Units

By acceptance of the transfer of our commoits in accordance with our limited partnershipement, each transferee of our common
units will be admitted as a unitholder with respiecthe common units transferred when such trarssfdradmission is reflected in our books
and records. Additionally, each transferee of mmmon units:

. will represent that the transferee has the capguityer and authority to enter into our limitedtparship agreement;
. will become bound by the terms of, and will be dedrto have agreed to be bound by, our limited pastrip agreement; a
. will give the consents, approvals, acknowledgemantswaivers set forth in our partnership agreen

A transferee will become a substituted tédipartner of our partnership for the transfem@ehmon units automatically upon the recording
of the transfer on our books and records. Our MaugaBartner may cause any transfers to be recadedir books and records no less
frequently than quarterly.

Common units are securities and are traalske according to the laws governing transfersegiurities. In addition to other rights acquired
upon transfer, the transferor gives the transféregight to become a substituted limited partnesur partnership for the transferred common
units.

Until a common unit has been transferre@wnbooks, we and the transfer agent, notwithstanainy notice to the contrary, may treat the
record holder of the common unit as the absolutessvfor all purposes, except as otherwise requiseldw or stock exchange regulations. A
beneficial holder's rights are limited solely tosle that it has against the record holder as # ifsany agreement between the beneficial o)
and the record holder.

Transfer Agent and Registrar
will serve as regis and transfer agent for our common units.
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DESCRIPTION OF OUR LIMITED PARTNERSHIP AGREEMENT

The following is a description of the material terof our amended and restated limited partnersigieament and is qualified in its
entirety by reference to all of the provisions of amended and restated limited partnership agregmehich has been filed as an exhibit to
the registration statement of which this prospedtums a part. Because this description is onlymmiary of the terms of our amended and
restated limited partnership agreement, it doesawottain all of the information that you may fimdgortant. For additional information, you
should read "Our Common Units", "Risk Factors—RRlketated to the U.S. Listing" and "Material U.SdEeal Tax Considerations."

Our Managing Partner

Our Managing Partner manages all of ouratpns and activities. Our Managing Partner ihatized in general to perform all acts that it
determines to be necessary or appropriate to catrgur purposes and to conduct our business. Gumalging Partner is wholly owned by our
principals and controlled by our founders. Commaoitholders have only limited voting rights relatitgycertain matters and, therefore, will
have limited or no ability to influence managenedegcisions regarding our business.

Purpose

Under our limited partnership agreementwnepermitted to engage, directly or indirectlyairy business activity that is approved by our
Managing Partner and that lawfully may be condutied limited partnership organized under Delawawne

Power of Attorney

Each limited partner, and each person vduuiaes a limited partner interest in accordandé e limited partnership agreement, grants
to our Managing Partner and, if appointed, a ligtod, a power of attorney to, among other thingecate and file documents required for our
qualification, continuance, dissolution or terminat The power of attorney also grants our Mana@iagner the authority to amend, and to
make consents and waivers under, the limited pestineagreement and certificate of limited parthgrsin each case in accordance with the
limited partnership agreement.

Capital Contributions

Our unitholders are not obligated to matt@ittonal capital contributions, except as desatibelow under "—Limited Liability." Our
Managing Partner is not obliged to make any capiatributions.

Limited Liability

Assuming that a limited partner does natigi@ate in the control of our business within theaning of the Delaware Limited Partnership
Act and that he otherwise acts in conformity whbk provisions of the limited partnership agreemiistjiability under the Delaware Limited
Partnership Act would be limited, subject to polesiéxceptions, to the amount of capital he is @ltégd to contribute to us for his common u

plus his share of any undistributed profits anctssdf it were determined however that the rigitexercise of the right, by the limited partners
as a group:

. to approve some amendments to the limited partipeegireement; or

. to take other action under the limited partnerggjpeement

constituted "participation in the control” of ourdiness for the purposes of the Delaware Limitetheship Act, then our limited partners
could be held personally liable for our obligatiamsler the laws of Delaware to the same extentiadanaging Partner. This liability would
extend to persons

181




Table of Contents

who transact business with us who reasonably belieat the limited partner is a general partneitide the partnership agreement nor the
Delaware Limited Partnership Act specifically willovide for legal recourse against our Managindriearf a limited partner were to lose
limited liability through any fault of our Managiri@artner. While this does not mean that a limitedrer could not seek legal recourse, we
know of no precedent for this type of a claim ind»eare case law.

Under the Delaware Limited Partnership Aclimited partnership may not make a distributom partner if, after the distribution, all
liabilities of the limited partnership, other thiabilities to partners on account of their partimgerests and liabilities for which the recourge o
creditors is limited to specific property of therjmeership, would exceed the fair value of the aseéthe limited partnership. For the purpose of
determining the fair value of the assets of a kahipartnership, the Delaware Limited Partnershippkovides that the fair value of property
subject to liability for which recourse of creditas limited will be included in the assets of tineited partnership only to the extent that the
value of that property exceeds the non-recourfditia The Delaware Limited Partnership Act proggithat a limited partner who receives a
distribution and knew at the time of the distriloatithat the distribution was in violation of thel®gare Limited Partnership Act would be
liable to the limited partnership for the amounttoé distribution for three years. Under the Delanlamited Partnership Act, a substituted
limited partner of a limited partnership is lialite the obligations of his assignor to make conttitns to the partnership, except that such
person is not obligated for liabilities unknownhion at the time he became a limited partner antidbiald not be ascertained from the limited
partnership agreement.

Moreover, if it were determined that we eonducting business in any state without compéasith the applicable limited partnership
statute, or that the right or exercise of the righthe limited partners as a group to approve samendments to the limited partnership
agreement or to take other action under the limp@dnership agreement constituted "participatiothe control" of our business for purposes
of the statutes of any relevant jurisdiction, thies limited partners could be held personally kafolr our obligations under the law of that
jurisdiction to the same extent as our Managingriéar We intend to operate in a manner that ourddarg Partner considers reasonable
necessary or appropriate to preserve the limitdality of the limited partners.

Issuance of Additional Securitie

The limited partnership agreement autharizeto issue an unlimited number of additionatraship securities and options, rights,
warrants and appreciation rights relating to pasimg securities for the consideration and on ¢én$ and conditions established by our
Managing Partner in its sole discretion without sipgroval of any limited partners.

In accordance with the Delaware LimitedtPership Act and the provisions of the limited parship agreement, we could also issue
additional partner interests that have designatipreferences, rights, powers and duties that iffiexeht from, and may be senior to, those
applicable to common units.

Distributions

Distributions will be made to the partnpre rata according to the percentages of theire@sge partner interests. See "Distribution
Policy."

Amendment of the Limited Partnership Agreeme
General

Amendments to the partnership agreementlegyoposed only by our Managing Partner. To adgpbposed amendment, other thar
amendments that do not require limited partner@amdrdiscussed below, our Managing Partner mudt approval of the holders of a majority
of the

182




Table of Contents

outstanding voting units (as defined below) in ordeapprove the amendment or call a meeting ofithiéed partners to consider and vote
upon the proposed amendment. On any matter thabmaybmitted for a vote of unitholders, the hadderKKR Group Partnership Units hc
special voting units in our partnership that previdem with a number of votes that is equal tcatiigregate number of KKR Group Partners
Units that they then hold and entitle them to jggtite in the vote on the same basis as unitholtfeyar partnership. See "—Meetings;
Voting." The KKR Group Partnership Units, otherrithe KKR Group Partnership Units held by us, wiitially be owned by KKR Holdings,
which is owned by our principals and controlleddoy founders.

Prohibited Amendmen
No amendment may be made that would:

(1) enlarge the obligations of any lirdifgartner without its consent, except that any atmemnt that would have a material
adverse effect on the rights or preferences ofcdags of partner interests in relation to othesss of partner interests may be apprn
by the holders of at least a majority of the typelass of partner interests so affected; or

(2) enlarge the obligations of, restiicany way any action by or rights of, or reducaity way the amounts distributable,
reimbursable or otherwise payable by us to our MangaPartner or any of its affiliates without thensent of our Managing Partner,
which may be given or withheld in its sole disaati

The provision of the limited partnershipegment preventing the amendments having the sffladcribed in clauses (1) or (2) above can
be amended upon the approval of the holders &t 90% of the outstanding voting units.

No Limited Partner Approve

Our Managing Partner may generally makeradments to the limited partnership agreement difioate of limited partnership without
the approval of any limited partner to reflect:

(1) achange in the name of the partigrshe location of the partnership's principalgglaf business, the partnership's registered
agent or its registered office;

(2) the admission, substitution, withdehwr removal of partners in accordance with th@téd partnership agreement;

(3) achange that our Managing Partn&rdenes is necessary or appropriate for the pestieto qualify or to continue our
qualification as a limited partnership or a parstgs in which the limited partners have limitecbiidy under the laws of any state or
other jurisdiction or to ensure that the partngrshill not be treated as an association taxabke @srporation or otherwise taxed as an
entity for U.S. federal income tax purposes;

(4) an amendment that our Managing Paxdatermines to be necessary or appropriate teeaddertain changes in U.S. federal,
state and local income tax regulations, legislatipinterpretation;

(5) an amendment that is necessary,@mfiinion of our counsel, to prevent the partng@rshiour Managing Partner or its
directors, officers, employees, agents or trustees) having a material risk of being in any mansebjected to the provisions of the
Investment Company Act, the Investment Advisers@ctplan asset" regulations adopted under ERIS#etier or not substantially
similar to plan asset regulations currently appbegroposed by the U.S. Department of Labor;

(6) achange in our fiscal year or tagaf@ar and related changes;
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(7) an amendment that our Managing Padagermines in its sole discretion to be necessagppropriate for the creation,
authorization or issuance of any class or serigmadhership securities or options, rights, wasamtappreciation rights relating to
partnership securities;

(8) any amendment expressly permittethénlimited partnership agreement to be made byMamaging Partner acting alone;

(9) an amendment effected, necessitatedrdemplated by an agreement of merger, congaidar other business combination
agreement that has been approved under the terths lifnited partnership agreement;

(10) an amendment effected, necessitatedrdemplated by an amendment to the partnershgeawent of a KKR Group
Partnership that requires unitholders of the KKR @ Partnership to provide a statement, certificatir other proof of evidence
regarding whether such unitholder is subject to. e8eral income taxation on the income generayeithd KKR Group Partnership;

(11) any amendment that in the sole digmmedf our Managing Partner is necessary or apjatpto reflect and account for the
formation by the partnership of, or its investmientany corporation, partnership, joint ventureited liability company or other entity,
as otherwise permitted by the partnership agreement

(12) a merger, conversion or conveyana@ntther limited liability entity that is newly ford and has no assets, liabilities or
operations at the time of the merger, conversiotooveyance other than those it receives by walefmerger, conversion or
conveyance;

(13) any amendment that our Managing Padatermines to be necessary or appropriate toanyembiguity, omission, mistake,
defect or inconsistency; or

(14) any other amendments substantiallylairto any of the matters described in (1) thro(t®) above.

In addition, our Managing Partner could maknendments to the limited partnership agreemihout the approval of any limited partr
if those amendments, in the discretion of our Mamaéartner:

(1) do not adversely affect our limiteziimers considered as a whole (or adversely adfegiparticular class of partner interest
compared to another class of partner interestahynmaterial respect;

(2) are necessary or appropriate tofyedisy requirements, conditions or guidelines cim&d in any opinion, directive, order,
ruling or regulation of any federal, state, locahon-U.S. agency or judicial authority or contairie any federal, state, local or non-
U.S. statute (including the Delaware Limited Parshe Act);

(3) are necessary or appropriate toifatél the trading of limited partner interestsmcomply with any rule, regulation, guideli
or requirement of any securities exchange on wtiieHimited partner interests are or will be lisfedtrading;

(4) are necessary or appropriate forauotion taken by our Managing Partner relating 1dsspr combinations of units under the
provisions of the limited partnership agreement; or

(5) are required to effect the intentrexgsed in the registration statement filed in cetioa with the U.S. Listing or the intent of
the provisions of the limited partnership agreenuerdare otherwise contemplated by the limited parthip agreement.
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Opinion of Counsel and Limited Partner Approval

Our Managing Partner will not be requiredbbtain an opinion of counsel that an amendmelhiai result in a loss of limited liability to
the limited partners if one of the amendments dlesdrabove under "—No Limited Partner Approval” gldooccur. No other amendments to
the limited partnership agreement (other than aeraiment pursuant to a merger, sale or other digposif assets effected in accordance with
the provisions described under "—Merger, Sale tre®Disposition of Assets" or an amendment desdribeéhe following paragraphs) will
become effective without the approval of holderatieast 90% of the outstanding voting units, ssle obtain an opinion of counsel to the
effect that the amendment will not affect the liitiability under the Delaware Limited PartnersAigt of any of the limited partners.

In addition to the above restrictions, amyendment that would have a material adverse effettte rights or preferences of any type or
class of partner interests in relation to othess#s of partner interests will also require theaygd of the holders of at least a majority of the
outstanding partner interests of the class so t&ffiec

In addition, any amendment that reducethimg percentage required to take any action estpproved by the affirmative vote of
limited partners whose aggregate outstanding vatirits constitute not less than the voting requeetsought to be reduced.

Merger, Sale or Other Disposition of Asse

The limited partnership agreement wouldvjgte that our Managing Partner may, with the approf the holders of at least a majority of
the outstanding voting units, sell, exchange oentfise dispose of all or substantially all of ogsets in a single transaction or a series of
related transactions, including by way of mergenswlidation or other combination, or approve thie,sexchange or other disposition of all or
substantially all of the assets of our subsidiai@s Managing Partner in its sole discretion maytgage, pledge, hypothecate or grant a
security interest in all or substantially all ofrassets (including for the benefit of persons iothan us or our subsidiaries) without the prior
approval of the holders of our outstanding votimiss Our Managing Partner could also sell alldrsantially all of our assets under any
forced sale of any or all of our assets pursuattiedoreclosure or other realization upon thosaierbrances without the prior approval of the
holders of our outstanding voting units.

If conditions specified in the limited peetship agreement are satisfied, our Managing Eanty in its sole discretion convert or merge
our partnership or any of its subsidiaries intocanvey some or all of its assets to, a newly fatretity if the sole purpose of that merger or
conveyance is to effect a mere change in its legal into another limited liability entity. The uholders will not be entitled to dissenters'
rights of appraisal under the partnership agreemetite Delaware Limited Partnership Act in therdvaf a merger or consolidation, a sale of
substantially all of our assets or any other simtil@ansaction or event.

Election to be Treated as a Corporatic

If our Managing Partner, in its sole disicne, determines that it is no longer in our ing#seto continue as a partnership for U.S. federal
income tax purposes, our Managing Partner may tdeotat our partnership as an association orpagbcly traded partnership taxable as a
corporation for U.S. federal (and applicable statepme tax purposes or may chose to effect suahgdby merger, conversion or otherwise.
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Dissolution
The partnership will dissolve upon:

(1) the election of our Managing Partitedissolve our partnership, if approved by thedba of a majority of the voting power
the partnership's outstanding voting units;

(2) there being no limited partners, seleur partnership is continued without dissolutiroaccordance with the Delaware
Limited Partnership Act;

(3) the entry of a decree of judicialsdikition of our partnership pursuant to the Delanamited Partnership Act; or

(4) the withdrawal of our Managing Partoeany other event that results in its ceasingg@ur Managing Partner other than by
reason of a transfer of general partner interestgtbdrawal of our Managing Partner following appal and admission of a successor,
in each case in accordance with the limited pastripragreement.

Upon a dissolution under clause (4), thidérs of a majority of the voting power of our datsding voting units could also elect, within
specific time limitations, to continue the partrieps business without dissolution on the samedeand conditions described in the limited
partnership agreement by appointing as a succémoaging Partner an individual or entity approvgdhe holders of a majority of the voting
power of the outstanding voting units, subjecti® partnership's receipt of an opinion of counséhe effect that (i) the action would not result
in the loss of limited liability of any limited perer and (ii) neither we nor any of our subsidisuiexcluding those formed or existing as
corporations) would be treated as an associatiabta as a corporation or otherwise be taxablenantity for U.S. federal income tax
purposes upon the exercise of that right to cometinu

Liquidation and Distribution of Proceed

Upon our dissolution, our Managing Partstell act, or select one or more persons to adig@islator. Unless we are continued as a
limited partnership, the liquidator authorized tmevup our affairs will, acting with all of the pans of our Managing Partner that the liquidi
deems necessary or appropriate in its judgmentidéde our assets and apply the proceeds of theldition first, to discharge our liabilities as
provided in the limited partnership agreement anthtw, and thereafter, to the limited partners @ata according to the percentages of their
respective partner interests as of a record déetsd by the liquidator. The liquidator may ddfquidation of our assets for a reasonable
period of time or distribute assets to partnersiial if it determines that an immediate sale otrihistion of all or some of our assets would be
impractical or would cause undue loss to the pastne

Withdrawal of our Managing Partner

Except as described below, our Managingneawill agree not to withdraw voluntarily as ddanaging Partner prior to December 31,
2020 without obtaining the approval of the holdgfrat least a majority of the outstanding votingtsirexcluding voting units held by our
Managing Partner and its affiliates, and furnishémgopinion of counsel regarding tax and limitedbility matters. On or after December 31,
2020, our Managing Partner may withdraw as Managiagner without first obtaining approval of anyranon unitholder by giving 90 days'
advance notice, and that withdrawal will not caisé a violation of the limited partnership agream&lotwithstanding the foregoing, our
Managing Partner could withdraw at any time withooitholder approval upon 90 days' advance noticee limited partners if at least 50% of
the outstanding common units are beneficially owms¢hed of record or otherwise controlled by onespe and its affiliates other than our
Managing Partner and its affiliates.
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Upon the withdrawal of our Managing Partaeder any circumstances, the holders of a majofithie voting power of the partnership's
outstanding voting units may elect a successdrgbwithdrawing Managing Partner. If a successooiselected, or is elected but an opiniol
counsel regarding limited liability and tax matteesnot be obtained, the partnership will be dis=ahl wound up and liquidated, unless within
specific time limitations after that withdrawaletholders of a majority of the voting power of fhetnership's outstanding voting units agree in
writing to continue our business and to appoini@sssor Managing Partner. See "—Dissolution" above

Our Managing Partner may not be removeekpelled, with or without cause, by unitholders.

In the event of withdrawal of a ManagingtRar, the departing Managing Partner will havedp#on to require the successor Managing
Partner to purchase the general partner intergbealeparting Managing Partner for a cash paymgual to its fair market value. This fair
market value will be determined by agreement betviee departing Managing Partner and the succééapnaging Partner. If no agreement is
reached within 30 days of our Managing Partnemdeare, an independent investment banking firmatber independent expert, which, in
turn, may rely on other experts, selected by tipadag Managing Partner and the successor Mandganmer will determine the fair market
value. If the departing Managing Partner and tloesssor Managing Partner cannot agree upon antextiein 45 days of our Managing
Partner's departure, then an expert chosen byragreef the experts selected by each of them wtiignine the fair market value.

If the option described above is not exsadiby either the departing Managing Partner ostiteessor Managing Partner, the departing
Managing Partner's general partner interest withaatically convert into common units pursuant wabuation of those interests as determi
by an investment banking firm or other independeqert selected in the manner described in theedieg paragraph.

In addition, we will be required to reimbarthe departing Managing Partner for all amounéstie departing Managing Partner, incluc
without limitation all employee-related liabilitiemcluding severance liabilities, incurred for teemination of any employees employed by the
departing Managing Partner or its affiliates fag gartnership's benefit.

Transfer of General Partner Interests

Except for transfer by our Managing Pariofeall, but not less than all, of its general partinterests in the partnership to an affiliate of
our Managing Partner, or to another entity as piithe merger or consolidation of our Managing Rartwith or into another entity or the
transfer by our Managing Partner of all or subsgdgtall of its assets to another entity, our Mgimgy Partner may not transfer all or any pal
its general partner interest in the partnershignother person prior to December 31, 2020 withoeitaipproval of the holders of at least a
majority of the voting power of the partnershipigstanding voting units, excluding voting unitschbly our Managing Partner and its affiliates.
On or after December 31, 2020, our Managing Partregr transfer all or any part of its general parinterest without first obtaining approval
of any unitholder. As a condition of this transfie transferee must assume the rights and dutms dManaging Partner to whose interest that
transferee has succeeded, agree to be bound pyavisions of the limited partnership agreement famdish an opinion of counsel regarding
limited liability matters. At any time, the memberfsour Managing Partner may sell or transfer afpart of their limited liability company
interests in our Managing Partner without the apakof the unitholders.
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Limited Call Right
If at any time:

(i) less than 10% of the then issued @uidtanding limited partner interests of any clasker than special voting units),
including our limited partnership units, are heldgersons other than our Managing Partner andfitiges; or

(i) the partnership is subjected to stgition under the provisions of the Investment Gany Act, our Managing Partner will
have the right, which it may assign in whole opanrt to any of its affiliates or to us, to acquatk but not less than all, of the remaining
limited partner interests of the class held by filetled persons as of a record date to be seldnfemir Managing Partner, on at least
ten but not more than 60 days notice. The purchase in the event of this purchase is the greaifter

(1) the current market price as of theedaree days before the date the notice is madled;

(2) the highest cash price paid by ounktsing Partner or any of its affiliates acting ancert with us for any limited
partner interests of the class purchased withirdéhdays preceding the date on which our Managartner first mails notice of
its election to purchase those limited partneregts.

As a result of our Managing Partner's righpurchase outstanding limited partner interestsplder of limited partner interests may have
his limited partner interests purchased at an uratds time or price. The U.S. tax consequencesunitholder of the exercise of this call right
are the same as a sale by that unitholder of iigdd partnership units in the market. See "Mat&#i&. Federal Tax Considerations."

Sinking Fund; Preemptive Right
We will not establish a sinking fund andlwbt grant any preemptive rights with respecthe partnership's limited partner interests.
Meetings; Voting

Except as described below regarding a pess@roup owning 20% or more of our limited parstgp units then outstanding, record
holders of limited partnership units or of the spkeoting units to be issued to holders of KKR GpdPartnership Units on the record date will
be entitled to notice of, and to vote at, meetiofgsur limited partners and to act upon mattersoaghich holders of limited partner interests
have the right to vote or to act.

Except as described below regarding a pess@roup owning 20% or more of our limited parsigp units then outstanding, each record
holder of a common unit will be entitled to a numbévotes equal to the number of limited partngramits held. In addition, we will issue
special voting units to each holder of KKR GrouptRarship Units that provide them with a numbevafies that is equal to the aggregate
number of KKR Group Partnership Units that theyntheld and entitle them to participate in the vatethe same basis as unitholders. We |
to our common units and special voting units agit\gpunits.” If the ratio at which KKR Group Partship Units are exchangeable for our
common units changes from one-for-one, the numbeotes to which the holders of the special votimits are entitled will be adjusted
accordingly. Additional limited partner interestvng special voting rights could also be issuegk S—Issuance of Additional Securities"
above.

In the case of common units held by our Mang Partner on behalf of non-citizen assignesesManaging Partner will distribute the
votes on those units in the same ratios as theswftpartners in respect of other limited partmeéeriests are cast. Our Managing Partner does
not anticipate that any
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meeting of unitholders will be called in the foreable future. Any action that is required or petaditto be taken by the limited partners ma
taken either at a meeting of the limited partneraithout a meeting, without a vote and withouiopmotice if consents in writing describing
the action so taken are signed by limited partoansing not less than the minimum percentage of/titieng power of the outstanding limited
partner interests that would be necessary to ai@thor take that action at a meeting. Meeting$eflimited partners may be called by our
Managing Partner or by limited partners owningeasst 50% or more of the voting power of the outditegnlimited partner interests of the class
for which a meeting is proposed. Unitholders mate\ather in person or by proxy at meetings. Thiddrs of a majority of the voting power
the outstanding limited partner interests of ttasslfor which a meeting has been called, repredémigerson or by proxy, will constitute a
guorum unless any action by the limited partnegsiires approval by holders of a greater percentdgech limited partner interests, in which
case the quorum will be the greater percentage.

However, if at any time any person or gréother than our Managing Partner and its affisater a direct or subsequently approved
transferee of our Managing Partner or its affigtecquires, in the aggregate, beneficial ownershgD% or more of any class of our units t
outstanding, that person or group will lose votiigits on all of its units and the units may notvoged on any matter and will not be
considered to be outstanding when sending notitasmeeting of unitholders, calculating requiredes) determining the presence of a quorum
or for other similar purposes. Our units held imimee or street name account will be voted by tioédr or other nominee in accordance with
the instruction of the beneficial owner unlessah@ngement between the beneficial owner and hismee provides otherwise.

Status as Limited Partne

By transfer of our units in accordance with partnership agreement, each transferee of willtbe admitted as a limited partner with
respect to the units transferred when such traasféradmission is reflected in the limited parthgr's books and records. Except as described
under "—Limited Liability" above, in the partnerptiigreement or pursuant to Section 17-804 of tHaviee Limited Partnership Act (which
relates to the liability of a limited partner wheceives a distribution of assets upon the windm@fua limited partnership and who knew at the
time of such distribution that it was in violatiofthis provision) the units will be fully paid ambn-assessable.

Non-Citizen Assignees; Redemption

If the partnership is or becomes subjedetieral, state or local laws or regulations thathie determination of our Managing Partner cr
a substantial risk of cancellation or forfeitureapfy property in which the partnership has an egebecause of the nationality, citizenship or
other related status of any limited partner, we memmeem the common units held by that limited garat their current market price. To avoid
any cancellation or forfeiture, our Managing Partmay require each limited partner to furnish infiation about his nationality, citizenship or
related status. If a limited partner fails to fwminformation about his nationality, citizenshipather related status within 30 days after a
request for the information or our Managing Parthetermines, with the advice of counsel, afteripga#f the information that the limited
partner is not an eligible citizen, the limited to@r may be treated as a non-citizen assignee ncitizen assignee does not have the right to
direct the voting of his limited partnership uraisd may not receive distributions in kind upon partnership's liquidation.

Indemnification

Under the limited partnership agreemeninost circumstances we would indemnify the follogvpersons, to the fullest extent permitted
by law, from and against all losses, claims, daraglighilities,
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joint or several, expenses (including legal feed expenses), judgments, fines, penalties, intesettements or other amoun

. our Managing Partne

. any departing Managing Partner;

. any person who is or was an affiliate of a Manad®agtner or any departing Managing Partner;

. any person who is or was a member, partner, tatemsgtartner, officer, director, employee, agadtdiary or trustee ¢

partnership or its subsidiaries, our Managing Rartm any departing Managing Partner or any aféliaf partnership or its
subsidiaries, our Managing Partner or any depaiagaging Partner;

. any person who is or was serving at the requeast\énaging Partner or any departing Managing Padnany affiliate of ¢
Managing Partner or any departing Managing Padsemn officer, director, employee, member, parimgent, fiduciary or
trustee of another person; or

. any person designated by our Managing Par

We would agree to provide this indemnificatunless there has been a final and non-appegladidment by a court of competent
jurisdiction determining that these persons aateohbid faith or engaged in fraud or willful miscootiuNe will also agree to provide tt
indemnification for criminal proceedings. Any indeification under these provisions will only be adithe partnership's assets. Unless it
otherwise agrees, our Managing Partner will ngpdesonally liable for, or have any obligation tontribute or loan funds or assets to the
partnership to enable the partnership to effectingtemnification. The indemnification of the persatescribed above shall be secondary tc
indemnification such person is entitled from anofierson or the relevant KKR fund to the extentliggple. We may purchase insurance
against liabilities asserted against and expemsesred by persons for our activities, regardldssttether the partnership would have the
power to indemnify the person against liabilitieslar the limited partnership agreement.

Books and Report

Our Managing Partner is required to kegmraypriate books of the partnership's business airibcipal offices or any other place
designated by our Managing Partner. The books welthaintained for both tax and financial reportingposes on an accrual basis. For tax
and financial reporting purposes, our year end®ecember 31.

As soon as reasonably practicable afteetfteof each fiscal year, we will furnish to eaentper tax information (including a Schedule K-
1), which describes on a U.S. dollar basis suctnpés share of our income, gain, loss and dedudtiothe preceding taxable year. It may
require longer than 90 days after the end of theafiyear to obtain the requisite information fralinower-tier entities so that Schedule K-1s
may be prepared for our partnership. Consequemlglers of common units who are U.S. taxpayers Ishanticipate the need to file annually
with the IRS (and certain states) a request fadansion past April 15 or the otherwise applicahle date of their income tax return for the
taxable year. In addition, each partner will beuieef to report for all tax purposes consistentithwhe information provided by us.
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Right to Inspect Our Books and Recor

The limited partnership agreement will pdevthat a limited partner can, for a purpose reably related to his interest as a limited
partner, upon reasonable written demand and aivirisexpense, have furnished to him:

. promptly after becoming available, a copy of ouUederal, state and local income tax returns;

. copies of the limited partnership agreement, téficate of limited partnership of the partnershiplated amendments and
powers of attorney under which they have been dgecu

Our Managing Partner may, and intends ¢éepkconfidential from the limited partners tradersts or other information the disclosure of
which our Managing Partner believes is not in thdamership's best interests or which the partnprishiequired by law or by agreements with
third parties to keep confidential.
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COMMON UNITS ELIGIBLE FOR FUTURE SALE
General

Prior to the U.S. Listing, there will naave been a U.S. public market for our common ulits.cannot predict the effect, if any, future
sales of common units, or the availability for fitisale of common units, will have on the markatgpof our common units prevailing from
time to time. The sale of substantial amounts efamunmon units in the public market, or the perimepthat such sales could occur, could h
the prevailing market price of our common units.

Following the U.S. Listing, we expect torb&204,902,226 common units outstanding, excludorgmon units beneficially owned by
KKR Holdings discussed below and common units abdd for future issuance under the Equity Incenfiisn. All of the common units
distributed to KKR Guernsey unitholders in the Imé& Distribution will be freely tradable withoutseiction or further registration under the
Securities Act by persons other than our "affikdte

KKR Holdings owns 478,105,194 KKR GrouptRarship Units that may be exchanged, up to fonesi each year, for our common units
on a one-for-one basis, subject to customary cemverate adjustments for splits, unit distribu@nd reclassifications. Except for interests
held by its founders and certain interests heldthgr executives that were vested upon grant,g@atelin KKR Holdings that are held by our
principals are subject to time based vesting oveyear period or performance based vesting and vitthg such vesting, additional restrictic
on exchange for a period of one or two years. Tmroon units issued upon such exchanges would B&itted securities,” as defined in
Rule 144 under the Securities Act, unless we reggich issuances. However, we will enter intoggsteation rights agreement with KKR
Holdings that will require us to register under 8ecurities Act our issuance of these common ug#s. "—Registration Rights."

Under our Equity Incentive Plan we may gtarour employees awards representing our commgs. r'he issuance of common units
pursuant to awards under the Equity Incentive Rlaald dilute common unitholders and KKR Holdings pata in accordance with their
respective percentage interests in the KKR GroumBiships. The total number of our common unigd thay initially be issued under our
Equity Incentive Plans is equivalent to 15% of tlsenber of fully diluted common units outstandinge Witend to file one or more registration
statements on Form S-8 under the Securities Agdister common units issued or covered by ourtiydocentive Plan. Any such Form S-8
registration statements will automatically becorffeative upon filing. Accordingly, common units fistered under such registration statem
will be available for sale in the open market.

Our limited partnership agreement autharize to issue an unlimited number of additionatrEaship securities and options, rights,
warrants and appreciation rights relating to pasimg securities for the consideration and on ¢én$ and conditions established by our
Managing Partner in its sole discretion without éipproval of any limited partners. See "Descripttd®ur Limited Partnership Agreement—
Issuance of Additional Securities."

Registration Rights

We will enter into a registration rightsregment with KKR Holdings pursuant to which we wgitent it, its affiliates and transferees of its
KKR Group Partnership Units the right, under cert@rcumstances and subject to certain restrictitmsequire us to register under the
Securities Act our common units (and other se@sitionvertible into or exchangeable or exercisfavleur common units) held or acquired
them. Securities registered pursuant to such ragjish rights under any such registration statemélhbe available for sale in the open market
unless restrictions apply. See "Certain Relatiqmshind Related Party Transactions—RegistrationtRigreement.”

192




Table of Contents

Rule 144

In general, under Rule 144 as currentlgffact, a person, including an affiliate of oursyanhas beneficially owned common units for at
least six months, is entitled to sell in any thmeeath period a number of shares that does not dxbeegreater of:

. 1% of the number of common units then outstandisgshown by the most recent report or statemenshwhich percentag
will represent 2,049,023 common units based omtimber of KKR Guernsey units outstanding of 204,22@; and

. the average weekly trading volume of our commonsumi the NYSE during the four calendar weeks phiece(a) the date on
which notice of sale is filed on Form 144 with respto such sale or (b) if no notice of sale iurezl, the date of the receipt of

the order or the date of execution, as applicable.

Sales under Rule 144 are also subject tmereof sale provisions and notice requirementstaride availability of current public
information about us.

In addition, a person who is not deemeldaiee been an affiliate of ours at any time durlmgthree months preceding a sale and who has
beneficially owned the common units proposed tsdid for at least six months would be entitledet an unlimited number of common units
under Rule 144 provided current public informatédiout us is available and, after one year, an utelthmnumber of common units without

restriction.
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MATERIAL U.S. FEDERAL TAX CONSIDERATIONS
U.S. Taxes

This summary discusses the material U&erfd income tax considerations related to the LisSing and the ownership and dispositior
our common units as of the date hereof. This sumimsadrased on provisions of the Internal RevenudeCon the regulations promulgated
thereunder and on published administrative rulengs judicial decisions, all of which are subjectbange at any time, possibly with
retroactive effect. This discussion is necessadlyeral and may not apply to all categories ofstmes, some of which, such as banks, thrifts,
insurance companies, persons liable for the altemeninimum tax, dealers, investors who were dektmeown 10% or more of any foreign
corporation owned by us (taking into account theegtor's interest in such foreign corporation essalt of their ownership interest in us or
otherwise), and other investors that do not owir t@mmon units as capital assets, may be suljesppeecial rules. Tax-exempt organizations
and mutual funds are discussed separately beloevattual tax consequences of the U.S. Listing hadinership of our common units will
vary depending on your circumstances. This sumrnsaogsed in part on facts described in this prasgeand on various other factual
assumptions, representations and determinatiocisidimg representations contained in certificatevioled to us. Any alteration or
incorrectness of such facts, assumptions, repratsems or determinations could adversely impaciitmuracy of this summary.

For purposes of this discussion, a "U.SdEd is for U.S. federal income tax purposesafi)individual citizen or resident of the United
States; (ii) a corporation (or other entity treatsda corporation for U.S. federal income tax psegd created or organized in or under the laws
of the United States, any state thereof or therDistf Columbia; (iii) an estate the income of whiis subject to U.S. federal income taxation
regardless of its source; or (iv) a trust whiclheit(A) is subject to the primary supervision afoart within the United States and one or more
United States persons have the authority to coattelubstantial decisions of the trust or (B) haalid election in effect under applicable
Treasury regulations to be treated as a U.S. pefstidon-U.S. Holder" is a holder that is not a Uklder.

If a partnership holds KKR Guernsey unitspto the U.S. Listing or holds our common uridBowing the U.S. Listing, the tax treatment
of a partner in the partnership will generally degp@pon the status of the partner and the actvitfehe partnership. If you are a partner of a
partnership that holds KKR Guernsey units priothie U.S. Listing or holds our common units follogithe U.S. Listing, you should consult
your tax advisors. This discussion does not caristitax advice and is not intended to be a sulpstitw tax planning

Common unitholders should consult their own tax adisors concerning the U.S. federal, state and locedcome tax and estate tax
consequences in their particular situations of th&).S. Listing and the ownership and disposition of@mmon units, as well as any
consequences under the laws of any other taxing jisdiction. This discussion only addresses the maiat U.S. federal tax considerations
of the U.S. Listing and the ownership and dispositin of common units and does not address the tax csiderations under the laws of an
tax jurisdiction other than the United States. NonU.S. Holders, therefore, should consult their ownax advisors regarding the tax
consequences to them of the U.S. Listing and ownéip and disposition of common units under the lawsf their own taxing jurisdiction.

Consequences to KKR Guernsey Unitholders of the .WLiSting

We will be treated as a continuation of KisRernsey for U.S. federal income tax purposesa Aesult, the distribution of our common
units in redemption of your KKR Guernsey units gnoection with the U.S. Listing should not resultlie recognition of any gain or loss for
U.S. federal income tax purposes. Non-U.S. Holdamuld consult their own tax advisors regardingtéixeconsequences to them of the U.S.
Listing under the laws of their own taxing juristior.
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Taxation of Our Partnership

An entity that is treated as a partnersbipJ.S. federal income tax purposes generallyotsantaxable entity and incurs no U.S. federal
income tax liabilities. Each partner of a partngrss required to take into account its allocabilare of items of income, gain, loss and
deduction of the partnership in computing its Uesleral income tax liability, regardless of theemttto which, or whether, it receives cash
distributions from the partnership, and thus mayirincome tax liabilities unrelated to (and in ess of) any distributions from the partners
Distributions of cash by a partnership to a partarergenerally not taxable unless the amount df destributed to a partner is in excess of the
partner's adjusted basis in its partnership interes

An entity that would otherwise be classifaes a partnership for U.S. federal income tax @sep may nonetheless be taxable as a
corporation if it is a "publicly traded partnersfiipnless an exception applies. An entity that wWiaetherwise be classified as a partnership is a
publicly traded partnership if (i) interests in thartnership are traded on an established seaunitégket or (ii) interests in the partnership are
readily tradable on a secondary market or the anhat equivalent thereof. We are a publicly tragadnership.

However, an exception to taxation as a@a@iion, referred to as the "Qualifying Income Eptien," exists if at least 90% of the
partnership's gross income for every taxable yeasists of "qualifying income" and the partnersiipot required to register under the
Investment Company Act. Qualifying income includestain interest income, dividends, real propeetyts, gains from the sale or other
disposition of real property, and any gain from shé& or disposition of a capital asset or otheperty held for the production of income that
otherwise constitutes qualifying income.

Our Managing Partner has adopted a setvestment policies and procedures that will gotkentypes of investments we can make (and
income we can earn), including structuring certairestments through entities, such as our interatediolding company, classified as
corporations for U.S. federal income tax purposssdiscussed further below), to ensure that wemélket the Qualifying Income Exception in
each taxable year. If we fail to meet the Qualifyincome Exception, other than a failure that iedwrined by the IRS to be inadvertent and
that is cured within a reasonable time after discgyvor if we are required to register under theeBiment Company Act, we will be treated as
if we had transferred all of our assets, subjedttdlities, to a newly formed corporation, on thist day of the year in which we fail to meet
the Qualifying Income Exception, in return for dtan that corporation, and then distributed thektm the common unitholders in liquidation
of their interests in us. This contribution andilation should generally be tax-free to commonhgaiders so long as we do not have liabilities
in excess of the tax basis of our assets. Thereafeewould be treated as a corporation for U.8efal income tax purposes.

If we were treated as a corporation in &@xable year, either as a result of a failure tettiee Qualifying Income Exception or otherwise,
our items of income, gain, loss and deduction wdddeflected only on our tax return rather thaindp@assed through to our common
unitholders, and we would be subject to U.S. cafmimcome tax on our taxable income. Distributiorale to our common unitholders would
be treated as either taxable dividend income, wihial be eligible for reduced rates of taxatiorthmextent of our current or accumulated
earnings and profits, or in the absence of earramglsprofits, as a nontaxable return of capitath&oextent of the holder's tax basis in the
common units, or as taxable capital gain, aftetiblder's basis is reduced to zero. In additiothécase of Non-U.S. Holders, distributions
treated as dividends would be subject to withhgdax. Accordingly, treatment as a corporation wioukterially reduce a holder's after-tax
return and thus could result in a reduction ofithkie of the common units.

If at the end of any taxable year we faihteet the Qualifying Income Exception, we mayl gtilify as a partnership if we are entitled to
relief under the Internal Revenue Code for an ieattnt termination of partnership status. Thisefekill be available if: (i) the failure is cured
within a
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reasonable time after discovery; (ii) the failuseletermined by the IRS to be inadvertent; angwi@ agree to make such adjustments
(including adjustments with respect to our partherdo pay such amounts as are required by thellRSnot possible to state whether we
would be entitled to this relief in any or all dimastances. If this relief provision is inapplicabdea particular set of circumstances involving us,
we will not qualify as a partnership for federad@me tax purposes. Even if this relief provisioplags and we retain our partnership status, we
or our unitholders (during the failure period) Wik required to pay such amounts as are deterrbyétk IRS.

The KKR Group Partnerships will continuebtreated as partnerships for U.S. federal incax@urposes following the U.S. Listing.
Proposed Legislatiol

Legislation has been introduced in the @&ngress that would, if enacted, preclude us fgordifying for treatment as a partnership for
U.S. federal income tax purposes under the pubiielyed partnership rules. In 2007, Congress censibllegislation that would tax as
corporations publicly traded partnerships thataiyeor indirectly derive income from investmentvébr or asset management services. In
2008, the U.S. House of Representatives passdbthabiwould generally (i) treat carried interast non-qualifying income for purposes of the
Qualifying Income Exception, which could precludeftom qualifying as a partnership for U.S. fedémabme tax purposes, and (ii) tax cari
interest as ordinary income for U.S. federal incdene@s, rather than in accordance with the charattecome derived by the underlying fut
In December 2009, the U.S. House of Representgti@esed substantially similar legislation. Suclislegion would tax carried interest as
ordinary income starting with our current taxabéas In addition, the Obama administration propaséts published revenue proposals for
both 2010 and 2011 that the current law regardiegreatment of carried interest be changed tcestibjuich income to ordinary income tax.
Certain versions of the proposed legislation (idizig the legislation passed in December 2009) do@téransition rule that may delay the
applicability of certain aspects of the legislatfona partnership that is a publicly traded parth& on the date of enactment of the legislation.

If the changes suggested by the administratr any of the proposed legislation or simikegislation were adopted, income attributable to
carried interest may not meet the Qualifying Incdexeeption requirements discussed above and, tiverefre could be precluded from
qualifying as a partnership for U.S. federal incdmreor be required to hold interests in entitiaéng such income through a taxable U.S.
corporation. If we were taxed as a corporation,ajtective tax rate would increase significantiyelfederal statutory rate for corporations is
currently 35%. In addition, we would likely be sebj to increased state and local taxes. Therefaay such legislation or similar legislation
were to be enacted and apply to us, it would meltgiincrease our tax liability, which could we#isult in a reduction in the market price of our
common units.

The remainder of this discussion assumatswle and the KKR Group Partnerships will be tréate partnerships for U.S. federal income
tax purposes.

Taxation of our Intermediate Holding Company

The income derived by us from KKR's fundnagement services likely will not be qualifying @amse for purposes of the Qualifying
Income Exception. Therefore, in order to meet thl®ying Income Exception, we hold our interestdhie KKR Group Partnership that holds
such fund management companies indirectly throughmtermediate holding company, KKR Managementditajs Corp., which is treated as
a corporation for U.S. federal income tax purposes.

As the holder of KKR Management Holdinggi©@@ommon stock, we are not taxed directly ongimings of KKR Management
Holdings Corp. or the earnings of entities heldtiygh KKR Management Holdings Corp. Rather, as tnpanf KKR Management
Holdings L.P., KKR Management Holdings Corp. incUrS. federal income taxes on its proportionateesbéany net
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taxable income of KKR Management Holdings L.P. KKRRnagement Holdings Corp.'s liability for U.S. fealdncome taxes and applicable
state, local and other taxes could be increast ifRS were to successfully reallocate incomeeatudtions of the related entities conducting
KKR's business.

Distributions of cash or other propertytthe receive from KKR Management Holdings Corplwilnstitute dividends for U.S. federal
income tax purposes to the extent paid from KKR &gment Holdings Corp.'s current or accumulatenimgs and profits (as determined
under U.S. federal income tax principles). If tineoaint of a distribution by KKR Management Holdir@arp. exceeds its current and
accumulated earnings and profits, such excesdwilieated as a tdxee return of capital to the extent of our taxibés the KKR Manageme
Holdings Corp. common stock, and thereafter wiltieated as a capital gain.

If we form, for other purposes, a U.S. aogtion or other entity treated as a U.S. corporefdr U.S. federal income tax purposes, that
corporation would be subject to U.S. federal incdeneon its income.

Personal Holding Companie

KKR Management Holdings Corp. could be sabjo additional U.S. federal income tax on aiparof its income if it is determined to be
a personal holding company, or PHC, for U.S. felde@me tax purposes. A U.S. corporation genenallybe classified as a PHC for U.S.
federal income tax purposes in a given taxable if¢grat any time during the last half of suclxadle year, five or fewer individuals (without
regard to their citizenship or residency and ingigdas individuals for this purpose certain engitieich as certain tax-exempt organizations and
pension funds) own or are deemed to own (purswacertain constructive ownership rules) more th@¥ f the stock of the corporation by
value and (ii) at least 60% of the corporationjsisted ordinary gross income, as determined for f&&eral income tax purposes, for such
taxable year consists of PHC income (which includesong other things, dividends, interest, roygjt@nuities and, under certain
circumstances, rents).

Due to applicable attribution rules, itikely that five or fewer individuals or tax-exemmtganizations will be treated as owning actually
or constructively more than 50% of the value of KKRRnagement Holdings Corp. common stock. ConsetyyddkR Management Holdings
Corp. could be or become a PHC, depending on whétfegls the PHC gross income test. If, as adattmatter, the income of KKR
Management Holdings Corp. fails the PHC gross iretest, it will be a PHC. Certain aspects of thesgrincome test cannot be predicted with
certainty. Thus, no assurance can be given that KidRagement Holdings Corp. will not become a PH®ang this offering or in the
future.

If KKR Management Holdings Corp. is or wésebecome a PHC in a given taxable year, it wlngdubject to an additional 15% PHC
on its undistributed PHC income, which generallsludles the company's taxable income, subject taicemdjustments. For taxable years
beginning after December 31, 2010, the PHC taxaatendistributed PHC income will be equal to tighkst marginal rate on ordinary incc
applicable to individuals. If KKR Management HolgsCorp. were to become a PHC and had significaouats of undistributed PHC
income, the amount of PHC tax could be materialveleer, distributions of such income reduce the Ritil@me subject to tax.

Certain State, Local and Non-U.S. Tax Matters

We and our subsidiaries may be subjectati® slocal or non-U.S. taxation in various jur@tiins, including those in which we or they
transact business, own property or reside. For plgme and our subsidiaries may be subject to Mevk City unincorporated business tax.
We may be required to file tax returns in somellofahose jurisdictions. The state, local or ndrs. tax treatment of us and our common
unitholders may not conform to the U.S. federabme tax treatment discussed herein. We will paylddh taxes, and dispositions of foreign
property or operations involving, or investments
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in, foreign property may give rise to non-U.S. inmmor other tax liability in amounts that couldsabstantial. Any non-U.S. taxes incurred by
us may not pass through to common unitholdersasdit against their U.S. federal income tax lidypil

Consequences to U.S. Holders of Common Units

The following is a summary of the matetig8. federal income tax consequences that willyafgpl/ou as a U.S. Holder of our common
units.

For U.S. federal income tax purposes, yacable share of our items of income, gain, ldesluction or credit will be governed by the
limited partnership agreement for our partnershguch allocations have "substantial economic &ffecare determined to be in accordance
with your interest in our partnership. We belielattfor U.S. federal income tax purposes, suctcations will have substantial economic ef
or be in accordance with your interest in our perthip, and our Managing Partner intends to prefgaresturns based on such allocations. If
the IRS successfully challenges the allocationsatypadsuant to the limited partnership agreemehméstesulting allocations for U.S. federal
income tax purposes might be less favorable thamlibcations set forth in the limited partnershigeements.

The characterization of an item of our im&y gain, loss, deduction or credit generally iwlldetermined at our (rather than at your) level.
Similarly, the characterization of an item of KKRrel Holdings L.P.'s income, gain, loss deductionredit generally will be determined at 1
level of KKR Fund Holdings L.P. or the level of asybsidiary partnership in which KKR Fund HoldingP. owns an interest rather than at
our level. Distributions we receive from KKR Managent Holdings Corp. will be taxable as dividendome to the extent of KKR
Management Holdings Corp.'s current and accumulsdedings and profits and, to the extent alloca&bliedividual holders of common units,
they will be eligible for a reduced rate of tax1&® through 2010, provided that certain holdingquerequirements are satisfied. Also, a U.S.
Holder that is a corporation, subject to limitaspmay be entitled to a dividends received dednatitth respect to its shares of dividends paid
to us by KKR Management Holdings Corp.

We may derive taxable income from an inmestt that is not matched by a corresponding digioh of cash. In addition, special
provisions of the Internal Revenue Code may beiegiple to certain of our investments, and may affiee timing of our income, requiring us
(and, consequently, you) to recognize taxable ircbefore we (or you) receive cash attributableutthdncome. Accordingly, it is possible t
your allocable share of our income for a partictdaiable year could exceed any cash distributianrgaeive for the year, thus giving rise to
out-of-pocket tax liability for you.

Basis, Holding Periot

You will have an initial tax basis in yotwmmon units equal to your adjusted basis in yadRKsuernsey units that are redeemed by |
exchange for common units. Your basis will be iaserl by your share of our income and by increasgsur share of our liabilities, if any.
Your basis will be decreased, but not below zeyadibtributions from us, by your share of our Iasaed by any decrease in your share of our
liabilities.

If you acquire common units in separatageetions you must combine the basis of those andsmaintain a single adjusted tax basis for
all those units. Upon a sale or other dispositibless than all of the common units, a portiontadtttax basis must be allocated to the common
units sold.

Your holding period in our common units glitbgenerally include your prior holding periodyiour KKR Guernsey units.
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Limits on Deductions for Losses and Expet

Your deduction of your share of our losaikbe limited to your tax basis in your commonitsrand, if you are an individual or a
corporate holder that is subject to the "at riskes, to the amount for which you are considerdaketat risk” with respect to our activities, if
that is less than your tax basis. In general, yiibe at risk to the extent of your tax basis ouy common units, reduced by (1) the portion of
that basis attributable to your share of our liib8 for which you will not be personally liablaé (2) any amount of money you borrow to
acquire or hold your common units, if the lendethafse borrowed funds owns an interest in us,léte@ to you or can look only to the
common units for repayment. Your at risk amount gainerally increase by your allocable share ofincome and gain and decrease by cash
distributions to you and your allocable share sEks and deductions. You must recapture lossestéeldn previous years to the extent that
distributions cause your at risk amount to be thags zero at the end of any taxable year. Lossadlolived or recaptured as a result of these
limitations will carry forward and will be allowadlto the extent that your tax basis or at risk amhonhichever is the limiting factor,
subsequently increases. Any excess loss abovgahapreviously suspended by the at risk or basigdtions may no longer be used.

We do not generally expect to generatermeor losses from "passive activities" for purposfeSection 469 of the Internal Revenue
Code. Accordingly, income allocated to you by ug/mat be offset by your Section 469 passive losseslosses allocated to you generally
may not be used to offset your Section 469 passit@mne. In addition, other provisions of the In@rRevenue Code may limit or disallow any
deduction for losses by you or deductions assatiatth certain assets of the partnership in cetages. You should consult with your tax
advisors regarding the limitations on the dedulitybof losses that you may be subject to undeliepgple sections of the Internal Revenue
Code.

Limitations on Deductibility of Organizational Expees and Syndication Fe

In general, neither we nor any U.S. Holaery deduct organizational or syndication experSgsdication fees (which would include any
sales or placement fees or commissions or undémgitiscount payable to third parties) must be tediped and cannot be amortized or
otherwise deducted.

Limitations on Interest Deductiol

Your share of our interest expense isVikelbe treated as "investment interest" experigau are a non-corporate U.S. Holder, the
deductibility of "investment interest" expense éngrally limited to the amount of your "net investrhincome." Your share of our dividend
and interest income will be treated as investmeeae, although "qualified dividend income" subjiecteduced rates of tax in the hands of an
individual will only be treated as investment inaifiyou elect to treat such dividend as ordinagoime not subject to reduced rates of tax. In
addition, state and local tax laws may disalloww#ins for your share of our interest expense.

The computation of your investment inteeegtense will take into account interest on anygimaaiccount borrowing or other loan incur
to purchase a common unit. Net investment incoraleides gross income from property held for investhaad amounts treated as portfolio
income under the passive loss rules less deduetitflenses, other than interest, directly connestddthe production of investment income,
but generally does not include gains attributabléhe disposition of property held for investmetur this purpose, any long-term capital gain
or qualifying dividend income that is taxable atdeterm capital gain rates is excluded from neegtment income, unless the U.S. Holder
elects to pay tax on such gain or dividend incotr@rdinary income rates.

Deductibility of Partnership Investment Expenditiby Individual Partners and by Trusts and Est:

Subject to certain exceptions, all miscedlaus itemized deductions of an individual taxpaged certain of such deductions of an esta
trust, are deductible only to the extent that setiuctions

199




Table of Contents

exceed 2% of the taxpayer's adjusted gross inchloeeover, the otherwise allowable itemized dedundtiof individuals whose gross income
exceeds an applicable threshold amount are subjeetiuction by an amount equal to the lesser)o8%A of the excess of the individual's
adjusted gross income over the threshold amourf2)@0% of the amount of the itemized deductions.

The operating expenses of KKR Fund Holdingk, including any management fees paid, maydstad as miscellaneous itemized
deductions subject to the foregoing rule. Accortling you are a non-corporate U.S. Holder, youlddaonsult your tax advisors with respect
to the application of these limitations.

Treatment of Distributions

Distributions of cash by us generally widit be taxable to you to the extent of your adplisée basis (described above) in your common
units. Any cash distributions in excess of youuatkd tax basis generally will be considered tgdia from the sale or exchange of your
common units (described below). Under current laaush gain would generally be treated as capital ggad would be longerm capital gain i
your holding period for your common units exceeds gear. A reduction in your allocable share ofl@bilities, and certain distributions
marketable securities by us, are treated similaath distributions for U.S. federal income taxposes.

Sale or Exchange of Common Units

You will recognize gain or loss on a sdle@mnmon units equal to the difference, if anyvien the amount realized and your adjuste
basis in the common units sold. Your amount redlizél be measured by the sum of the cash or tlierfarket value of other property recei
plus your share of our liabilities, if any.

Gain or loss recognized by you on the salexchange of a common unit will generally be td&as capital gain or loss and will be long-
term capital gain or loss if your holding periodyiour common units (as discussed above under "—sBHsilding Period") is greater than one
year on the date of such sale or exchange. If we hat made a qualifying electing fund electionQ&F election, to treat our interest i
passive foreign investment company, or PFIC, asadifeed electing fund, or QEF, gain attributaldesuch an interest would be taxable as
ordinary income and would be subject to an intezhatge. In addition, certain gain attributabl®tw investment in a controlled foreign
corporation, or CFC, may be ordinary income antbieigain attributable to "unrealized receivables"inventory items" would be
characterized as ordinary income rather than dagaia. For example, if we hold debt acquired atarket discount, accrued market discount
on such debt would be treated as "unrealized rabkge."” The deductibility of capital losses is gabjto limitations.

Holders who acquire units at different tivend intend to sell all or a portion of the umitthin a year of their most recent purchase are
urged to consult their tax advisors regarding fhygiaation of certain "split holding period" rulés them and the treatment of any gain or lo
long-term or short-term capital gain or loss.

Foreign Tax Credit Limitation

You will generally be entitled to a foreitax credit with respect to your allocable sharereflitable foreign taxes paid on our income and
gains (other than the income and gains of ouriiméeliate holding company). Complex rules may, defenon your particular circumstances,
limit the availability or use of foreign tax creslitGains from the sale of our foreign investmeray ive treated as U.S. source gains.
Consequently, you may not be able to use the forkig credit arising from any foreign taxes imposadsuch gains unless such credit can be
applied (subject to applicable limitations) agaitast due on other income treated as derived fraeida sources. Certain losses that we incur
may be treated as foreign source losses, whicldaeduce the amount of foreign tax credits othezvaigailable.
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Section 754 Election

Because we will be a continuation of KKReBwsey, KKR Guernsey's election pursuant to Sedtiahof the Internal Revenue Code will
apply to us. The election is irrevocable withow tonsent of the IRS, and will generally requiréaiadjust the tax basis in our assets, or
"inside basis," attributable to a transferee of swn units under Section 743(b) of the Internal ReeeCode to reflect the purchase price o
common units paid by the transferee. In additiokiRkManagement Holdings L.P. will make a Section @&ttion. Therefore, similar
adjustments will be made upon the transfer of egtrin KKR Management Holdings L.P.

Even though we will have a Section 754 t@adn effect, because there is no Section 75dtiele in effect for KKR Fund Holdings L.P.,
and we will not make an election for it, it is uly that our Section 754 election will provide aybstantial benefit or detriment to a transf
of our common units.

The calculations involved in the Sectiod Eection are complex. We will make them on theidaf assumptions as to the value of our
assets and other matters.

Uniformity of Common Units, Transferor/Transferdbéations

Because we cannot match transferors andfgeees of our common units, we will adopt deftéan, amortization and other tax
accounting positions that may not conform withaalbects of existing Treasury regulations. A sudaeHRS challenge to those positions could
adversely affect the amount of tax benefits avéelab you. It also could affect the timing of theag benefits or the amount of gain on the sale
of our common units and could have a negative impadhe value of our common units or result iniesudf and adjustments to our common
unitholders' tax returns.

In addition, generally our taxable inconmel é0sses will be determined and apportioned anovegstors using conventions we regard as
consistent with applicable law. As a result, if woansfer your common units, you may be allocatedine, gain, loss and deduction realize
us after the date of transfer.

Although Section 706 of the Internal Revei@ode generally provides guidelines for allocatiohitems of partnership income and
deductions between transferors and transfereearbfqy interests, it is not clear that our allomatinethod complies with its requirements. If
our convention were not permitted, the IRS mighttead that our taxable income or losses must bceted among the investors. If such a
contention were sustained, your respective taxlili@s would be adjusted to your possible detrimé&ur Managing Partner is authorized to
revise our method of allocation between transfeaoid transferees (as well as among investors wihteests otherwise vary during a taxable
period).

Foreign Currency Gain or Los

Our functional currency will be the U.Slldo, and our income or loss will be calculatedUirs. dollars. It is likely that we will recognize
"foreign currency" gain or loss with respect toygactions involving non-U.S. dollar currenciesgameral, foreign currency gain or loss is
treated as ordinary income or loss. You should aibysur tax advisor with respect to the tax treanof foreign currency gain or loss.

Passive Foreign Investment Compar

We may own directly or indirectly interegidoreign entities that are treated as corporatior U.S. federal income tax purposes. You
may be subject to special rules as a result of yalirect investments in such foreign corporatiansiuding the rules applicable to an
investment in a passive foreign investment companFIC. KKR Management Holdings Corp. will be mab to similar rules as those
described below with respect to any PFICs owneelctlir or indirectly by it.
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A PFIC is defined as any foreign corponatigith respect to which either (1) 75% or morelaf gross income for a taxable year is "pas
income" or (2) 50% or more of its assets in anykde year (generally based on the quarterly avesftfee value of its assets) produce "pas
income."” There are no minimum stock ownership nesments for shareholders in PFICs. Once a corporafialifies as a PFIC it is, subject to
certain exceptions, always treated as a PFIC, dégss of whether it satisfies either of the quedifion tests in subsequent years. Any gain on
disposition of stock of a PFIC, as well as incoma&lized on certain "excess distributions" by th&éRks treated as though realized ratably over
the shorter of your holding period in our commoitsior our holding period in the PFIC. Such gainmmome is taxable as ordinary income
dividends paid by a PFIC to an individual will rize eligible for the reduced rates of taxation Hiratavailable for certain qualifying dividends.
In addition, an interest charge would be imposegi@mnbased on the tax deferred from prior years.

Although it may not always be possible,expect to make a QEF election where possible eitpect to each entity treated as a PFIC to
treat such non-U.S. entity as a QEF in the firstryee hold shares in such entity. A QEF electiosfective for our taxable year for which the
election is made and all subsequent taxable yearsnay not be revoked without the consent of thg. IRwe make a QEF election under the
Internal Revenue Code with respect to our intdreatPFIC, in lieu of the foregoing treatment, weuld be required to include in income each
year a portion of the ordinary earnings and nettabgains of the QEF called "QEF Inclusions," eviemot distributed to us. Thus, holders
be required to report taxable income as a resu@iEf Inclusions without corresponding receiptsastc However, a holder may elect to defer,
until the occurrence of certain events, paymenhefU.S. federal income tax attributable to QERuUsions for which no current distributions
are received, but will be required to pay intemrsthe deferred tax computed by using the statustey of interest applicable to an extension of
time for payment of tax. Our tax basis in the skariesuch non-U.S. entities, and a holder's basisir common units, will be increased to
reflect QEF Inclusions. No portion of the QEF Irgiin attributable to ordinary income will be eligfor reduced rates of taxation. Amounts
included as QEF Inclusions with respect to dirext mdirect investments generally will not be taxegmin when actually distributed. You
should consult your tax advisors as to the mamehich QEF Inclusions affect your allocable shafreur income and your basis in your
common units.

Alternatively, in the case of a PFIC thagipublicly traded foreign company, we may makelantion to "mark to market" the stock of
such foreign company on an annual basis. Pursaanidh an election, you would include in each wsaordinary income the excess, if any, of
the fair market value of such stock over its adjddiasis at the end of the taxable year. You neat &is ordinary loss any excess of the adjl
basis of the stock over its fair market value ateéhd of the year, but only to the extent of theameount previously included in income as a
result of the election in prior years.

We may make certain investments, includargnstance investments in specialized investnfiemds or investments in funds of funds
through non-U.S. corporate subsidiaries of the KBfRup Partnerships or through other non-U.S. catans. Such entities may be PFICs for
U.S. federal income tax purposes. In addition,aterf our investments could be in PFICs. Thuscarm® make no assurance that some of our
investments will not be treated as held througlirECPor as interests in PFICs or that such PFICkbeileligible for the "mark to market"
election, or that as to any such PFICs we will ble 0 make QEF elections.

If we do not make a QEF election with redtfie a PFIC, Section 1291 of the Internal Revetade will treat all gain on a disposition by
us of shares of such entity, gain on the dispasitiocommon units by a holder at a time when we shares of such entity, as well as certain
other defined "excess distributions," as if thengai excess distribution were ordinary income ecuna¢ably over the shorter of the period
during which the holder held its common units @ geriod during which we held our shares in sudiyer-or gain and excess distributions
allocated to prior years, (i) the tax rate willthe highest in effect for that taxable year angtfie tax will be payable generally without regard
to offsets from deductions, losses and expensdsgekowill also be subject to an interest
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charge for any deferred tax. No portion of thisioady income will be eligible for the favorable teate applicable to "qualified dividend
income” for individual U.S. persons.

Controlled Foreign Corporations

A non-U.S. entity will be treated as a colied foreign corporation, or CFC, if it is tredtas a corporation for U.S. federal income tax
purposes and if more than 50% of (i) the total comdh voting power of all classes of stock of the+#hS. entity entitled to vote or (ii) the to
value of the stock of the non-U.S. entity is owihgdJ.S. Shareholders on any day during the taxgdde of such non-U.S. entity. For purposes
of this discussion, a "U.S. Shareholder" with respe a non-U.S. entity means a U.S. person (inotyd U.S. partnership like us) that owns
10% or more of the total combined voting powerlbtiasses of stock of the non-U.S. entity entitledote.

When making investment or other decisioveswill consider whether an investment will be aCC&nd the consequences related there
we are a U.S. Shareholder in a non-U.S. entityithieated as a CFC, each common unitholder magdpgred to include in income its
allocable share of the CFC's "Subpart F" incomentep by us. Subpart F income generally includegldnds, interest, net gain from the sale
or disposition of securities, non-actively managets and certain other generally passive typ@scoine. The aggregate Subpart F income
inclusions in any taxable year relating to a patéic CFC are limited to such entity's current eageiand profits. These inclusions are treated as
ordinary income (whether or not such inclusionsatebutable to net capital gains). Thus, an itmesay be required to report as ordinary
income its allocable share of the CFC's Subpantbre reported by us without corresponding receiptash and may not benefit from cap
gain treatment with respect to the portion of cannéngs (if any) attributable to net capital ganishe CFC.

The tax basis of our shares of such non-eh8ty, and your tax basis in your common unitifl, be increased to reflect any required
Subpart F income inclusions. Such income will lzatied as income from sources within the UnitedeStdbr certain foreign tax credit
purposes, to the extent derived by the CFC from Bb8rces. Such income will not be eligible for thduced rate of tax applicable to
"qualified dividend income" for individual U.S. gams. See above under "—Limitations on Interestidgadns."Amounts included as such
income with respect to direct and indirect investtaegenerally will not be taxable again when adyugiktributed.

Regardless of whether any CFC has Subpaxddime, any gain allocated to you from our disposiof stock in a CFC will be treated as
ordinary income to the extent of your allocablershaf the current and/or accumulated earnings aofitgof the CFC. In this regard, earnings
would not include any amounts previously taxed pans to the CFC rules. However, net losses (if afiy) non-U.S. entity owned by us that is
treated as a CFC will not pass through to you. Meee, a portion of your gain from the sale or exaeof your common units may be treated
as ordinary income. Any portion of any gain frore 8ale or exchange of a common unit that is atatide to a CFC may be treated as an
"unrealized receivable.” See "—Sale or Exchangéafimon Units."

If a non-U.S. entity held by us is classifias both a CFC and a PFIC during the time wa &&S. Shareholder of such non-U.S. entity,
you will be required to include amounts in incomighwespect to such n-U.S. entity pursuant to this subheading, and trsequences
described under "—Passive Foreign Investment Comapaabove will not apply. If our ownership percage in a norJ.S. entity changes su
that we are not a U.S. Shareholder with respestith non-U.S. entity, then you may be subjectéoRRIC rules. The interaction of these rules
is complex, and prospective holders are urged nsubtheir tax advisors in this regard.

Investment Structur

To manage our affairs so as to meet thdifging Income Exception for the publicly tradedrpeership rules (discussed above) and
comply with certain requirements in our partnersgpeement, we may need to structure certain imar#s through entities classified as a
corporation for
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U.S. federal income tax purposes. However, becauseommon unitholders will be located in numertaxsng jurisdictions, no assurances

be given that any such investment structure wilbbeeficial to all our common unitholders to thenseextent, and may even impose additional
tax burdens on some of our common unitholders.igsudsed above, if the entity were a non-U.S. qaitpmn it may be considered a CFC or
PFIC. If the entity were a U.S. corporation, it Wbbe subject to U.S. federal income tax on itsrafieg income, including any gain recogni

on its disposal of its investments. In additiorthié investment involves U.S. real estate, gaingeized on disposition of the real estate would
generally be subject to U.S. federal income taxetiver the corporation is a U.S. or a non-U.S. a@fan.

Taxes in Other State, Local, and Non-U.S. Jurisuoiist

In addition to U.S. federal income tax camsences, you may be subject to potential U.S stad local taxes because of an investment in
us in the U.S. state or locality in which you amesident for tax purposes or in which we have stwents or activities. You may also be
subject to tax return filing obligations and incarfranchise or other taxes, including withholdiagés, in state, local or non-U.S. jurisdictions
in which we invest, or in which entities in whiclevewn interests conduct activities or derive incomeome or gains from investments helc
us may be subject to withholding or other taxeiiisdictions outside the United States, subje¢h®opossibility of reduction under applicable
income tax treaties. If you wish to claim the béneffan applicable income tax treaty, you may &éguired to submit information to tax
authorities in such jurisdictions. You should cdhgour own tax advisors regarding the U.S. stiteal and non-U.S. tax consequences of an
investment in us.

U.S. Federal Estate Taxes

Generally, common units will be includedtlire gross estate of a U.S. citizen or residentf&:. federal estate tax purposes. Therefore, a
U.S. federal estate tax may be payable in conneetith the death of a holder of common units. Peatipe individual U.S. Holders should
consult their own tax advisors concerning the pidébl.S. federal estate tax consequences withexdgp our common units.

U.S. Taxation of Tax-Exempt U.S. Holders of Commulmits

A holder of common units that is a tax-epérganization for U.S. federal income tax purposed therefore generally exempt from U.S.
federal income taxation, will nevertheless be stitfie unrelated business taxable income, or UBJthe extent, if any, that its allocable share
of our income consists of UBTI. A tax-exempt partoka partnership that regularly engages in agt@dbusiness which is unrelated to the
exempt function of the tax-exempt partner mustudelin computing its UBTI its pro rata share (wleetbr not distributed) of such
partnership's gross income and deductions deried $uch unrelated trade or business. Moreovexs-axempt partner of a partnership will
treated as earning UBTI to the extent that suctnpeship derives income from "debt-financed propeur if the partner interest itself is debt
financed. Debt-financed property means propertd teeproduce income with respect to which theradguisition indebtedness” (that is,
indebtedness incurred in acquiring or holding prope

As a result of incurring acquisition indethhess we will derive income that constitutes UEJdnsequently, a holder of common units that
is a taxexempt organization will likely be subject to urateld business income tax to the extent that ibealile share of our income consist:
UBTI. In addition, a tax-exempt partner may be sabjo unrelated business income tax on a salee@f tommon units. Tax exempt U.S.
Holders of common units should consult their ownaevisors regarding all aspects of UBTI.
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Investments by U.S. Mutual Fund

U.S. mutual funds that are treated as egdlinvestment companies, or RICs, for U.S. fddecame tax purposes are required, among
other things, to meet an annual 90% gross incordeaaquarterly 50% asset value test under Sectia(b3%f the Internal Revenue Code to
maintain their favorable U.S. federal income taatist. The 90% gross income test generally reqthesfor a corporation to qualify as a RIC,
at least 90 percent of such corporation's anngaini® must be "qualifying income,” which is generéithited to investment income of various
types. The 50% asset value test generally reqthiegsfor a corporation to qualify as a RIC, at these of each quarter of the taxable year, at
least 50 percent of the value of such corporatitmtiéd assets must be represented by cash andteash(including receivables), government
securities, securities of other RICs, and otheustes generally limited in respect of any onaigssto an amount not greater in value than
5 percent of the value of the total assets of thparation and to not more than 10 percent of thtstanding voting securities of such issuer.

The treatment of an investment by a RIEdmmon units for purposes of these tests will ddpenwhether we are treated as a "qualif
publicly traded partnership.” If our partnershiggstreated, then the common units themselveshareetevant assets for purposes of the 50%
asset value test and the net income from the commitg is the relevant gross income for purposab®@B0% gross income test. RICs may
invest greater than 25 percent of their asseteaé@as more qualifying publicly traded partnershifi.income derived from a qualifying
publicly traded partnership is considered qualifyincome for purposes of the RIC 90% gross incaestedbove. However, if we are not tre:
as a qualifying publicly traded partnership forpases of the RIC rules, then the relevant assethéoRIC asset test will be the RIC's allocz
share of the underlying assets held by us andetkgant gross income for the RIC income test vélthe RIC's allocable share of the
underlying gross income earned by us. Whether Viequalify as a "qualifying publicly traded partrstip” depends on the exact nature of our
future investments, but it is likely that we wilbihbe treated as a "qualifying publicly traded parship.” In addition, as discussed above under
"—Consequences to U.S. Holders of Common Units," &g derive taxable income from an investment thabismatched by a correspond
cash distribution. Accordingly, a RIC investingdar common units may recognize income for U.S. f@idacome tax purposes without
receiving cash with which to make distribution@imounts necessary to satisfy the distribution requénts under Sections 852 and 4982 o
Internal Revenue Code for avoiding income and ext@g. RICs should consult their own tax advisdisud the U.S. tax consequences of an
investment in common units.

Consequences to Non-U.S. Holders of Common Units
U.S. Income Tax Consequences

We may be, or may become, engaged in attd&e or business for U.S. federal income tax @sep, including by reason of our
investments in U.S. real property holding corpanagi in which case some portion of our income wdgdreated as effectively connected
income with respect to Non-U.S. Holders, or ECh Non-U.S. Holder were treated as being engagadJrs. trade or business in any year
because of an investment in our common units ih gear, such Non-U.S. Holder generally would bgs(ibject to withholding by us on such
Non-U.S. Holder's distributions of ECI; (2) requiregifiie a U.S. federal income tax return for suchryesporting its allocable share, if any, of
income or loss effectively connected with suchéradbusiness, including certain income from Udsirees not related to KKR & Co. L.P.; ¢
(3) required to pay U.S. federal income tax at l&gu.S. federal income tax rates on any such iredvioreover, a corporate Non-U.S. Holder
might be subject to a U.S. branch profits tax eraltocable share of its ECI. Any amount withhelolid be creditable against such Non-U.S.
Holder's U.S. federal income tax liability, and lsidon-U.S. Holder could claim a refund to the ektbat the amount withheld exceeded such
Non-U.S. Holder's U.S. federal income tax liability the taxable year. Finally, if we were treatedeamg engaged in a U.S. trade or business,
a portion of any gain recognized by a holder wha on-U.S. Holder on the sale or
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exchange of its common units, could be treatedJf&. federal income tax purposes as ECI, and hsumde Non-U.S. Holder could be subject
to U.S. federal income tax on the sale or exchafigis common units.

Distributions to you may also be subjec8®%6 withholding to the extent such distributioraiributable to the sale of a U.S. real property
interest. Also, you may be subject to 30% withhaddon allocations of our income that are fixed etedminable annual or periodic income
under the Internal Revenue Code, unless an exemfotim or a reduced rate of such withholding afgpéiad certain tax status information is
provided. Although each Non-U.S. Holder is requiteg@rovide an IRS Form W-8, we may not be ablprtivide complete information related
to the tax status of our investors to KKR Fund Hiugd L.P. or KKR Management Holdings Corp. for msgs of obtaining reduced rates of
withholding on behalf of our investors. If suchanmhation is not provided, to the extent we receiwédends from KKR Management Holdings
Corp. or from a U.S. corporation through KKR Fundldiings L.P. and its investment vehicles, yourcdlale share of distributions of such
income will be subject to U.S. withholding tax ata@e of 30%. Therefore, if you would not be subjedJ.S. tax based on your tax status ot
eligible for a reduced rate of U.S. withholdinguymay need to take additional steps to receiveditcor refund of any excess withholding tax
paid on your account. This may include the filifqaaon-resident U.S. income tax return with th& IRmong other limitations, if you reside
in a treaty jurisdiction which does not treat usgmss-through entity, you may not be eligibleeteive a refund or credit of excess U.S.
withholding taxes paid on your account. You shaddsult your tax advisors regarding the treatméht.8. withholding taxes.

Special rules may apply in the case of a-N@. Holder that: (1) has an office or fixed platédusiness in the United States; (2) is pre
in the United States for 183 days or more in aliexgear; or (3) is a former citizen of the Unit®thtes, a foreign insurance company that is
treated as holding a partner interest in us in eotion with their U.S. business, a PFIC or a capon that accumulates earnings to avoid U.S.
federal income tax. You should consult your taxisols regarding the application of these speciaktu

U.S. Federal Estate Tax Consequences

The U.S. federal estate tax treatment ofcommon units with regards to the estate of acitren who is not a resident of the United
States is not entirely clear. If our common units iacludable in the U.S. gross estate of suchgpeithen a U.S. federal estate tax might be
payable in connection with the death of such perllom-U.S. Holders who are non-citizens and natlesgs of the United States should
consult their own tax advisors concerning the pidéhbl.S. federal estate tax consequences of ownimgommon units.

Administrative Matters
Taxable Year

We currently intend to use the calendar gseour taxable year for U.S. federal income tayppses. Under certain circumstances which
we currently believe are unlikely to apply, a tabeayear other than the calendar year may be redjfiresuch purposes.

Tax Matters Partner

Our Managing Partner will act as our "taattars partner." As the tax matters partner, oundging Partner will have the authority, sub
to certain restrictions, to act on our behalf immection with any administrative or judicial revi@fvour items of income, gain, loss, deduction
or credit.
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Information Return:

We have agreed to furnish to you, as s@orasonably practicable after the close of ealdmdar year, tax information (including
Schedule K-1), which describes on a U.S. dollarsbasur share of our income, gain, loss and dedadbr our preceding taxable year. It will
require longer than 90 days after the end of maaliyear to obtain the requisite information fralllower-tier entities so that K-1s may be
prepared for us. Consequently, common unitholdérs are U.S. taxpayers should anticipate the neétktannually with the IRS (and certain
states) a request for an extension past April th@otherwise applicable due date of their incéemxereturn for the taxable year. In addition,
each partner will be required to report for all fakposes consistently with the information prodidsy us for the taxable year.

In preparing this information, we will ugarious accounting and reporting conventions, sofwehich have been mentioned in the
previous discussion, to determine your share afrime, gain, loss and deduction. The IRS may suadéssbntend that certain of these
reporting conventions are impermissible, which daelsult in an adjustment to your income or loss.

We may be audited by the IRS. Adjustmeessilting from an IRS audit may require you to adguprior year's tax liability and possibly
may result in an audit of your own tax return. Aauydit of your tax return could result in adjustnsenot related to our tax returns as well as
those related to our tax returns.

Tax Shelter Regulations

If we were to engage in a "reportable teation," we (and possibly you and others) woulddigiired to make a detailed disclosure of the
transaction to the IRS in accordance with receisiyed regulations governing tax shelters and qtotmtially tax-motivated transactions. A
transaction may be a reportable transaction bagsed any of several factors, including the fact ihat a type of tax avoidance transaction
publicly identified by the IRS as a "listed transaic" or that it produces certain kinds of lossegxcess of $2 million. An investment in us n
be considered a "reportable transaction” if, faragle, we recognize certain significant lossefi@nftiture. In certain circumstances, a com
unitholder who disposes of an interest in a trati@acesulting in the recognition by such holdesigfificant losses in excess of certain
threshold amounts may be obligated to disclosgaitticipation in such transaction. Our participatio a reportable transaction also could
increase the likelihood that our U.S. federal inedax information return (and possibly your taxure) would be audited by the IRS. Certair
these rules are currently unclear and it is posgstmt they may be applicable in situations othentsignificant loss transactions.

Moreover, if we were to participate in @oetable transaction with a significant purposavoid or evade tax, or in any listed transaction,
you may be subject to: (i) significant accur-related penalties with a broad scope; (i) forstapersons otherwise entitled to deduct interest or
federal tax deficiencies, nondeductibility of irest on any resulting tax liability; and (iii) ingltase of a listed transaction, an extended statute
of limitations.

Common unitholders should consult theirddxisors concerning any possible disclosure otiigainder the regulations governing tax
shelters with respect to the dispositions of th@g&rests in us.

Constructive Termination

Subject to the electing large partnershlps described below, we will be considered to Heeen terminated for U.S. federal income tax
purposes if there is a sale or exchange of 50%ave of the total interests in our capital and gsofiithin a 12-month period.

Our termination would result in the clogeor taxable year for all of our common unithoksldn the case of a holder reporting on a
taxable year other than a fiscal year ending oryear-end, the
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closing of our taxable year may result in more thammonths of our taxable income or loss beinguidable in the holder's taxable income for
the year of termination. We would be required tckenaew tax elections after a termination. A terrtisracould also result in penalties if we
were unable to determine that the termination Fadiwed. Moreover, a termination might either aerate the application of, or subject us to,
any tax legislation enacted before the termination.

Elective Procedures for Large Partnersh

The Internal Revenue Code allows largengaships to elect streamlined procedures for inctameeporting. This election would reduce
the number of items that must be separately staidtie Schedules K-1 that are issued to the commitholders, and such Schedules K-1
would have to be provided to common unitholder®ohefore the first March 15 following the closeesich taxable year. In addition, this
election would prevent us from suffering a "teclahiermination” (which would close our taxable yeawithin a 12-month period there is a
sale or exchange of 50 percent or more of our totatests. It is possible we might make such antiln, if eligible. If we make such election,
IRS audit adjustments will flow through to commamitholders for the years in which the adjustmeaketeffect, rather than the year to which
the adjustment relates. In addition, we, rathen th@& common unitholders individually, generallylWwe liable for any interest and penalties
that result from an audit adjustment.

Withholding and Backup Withholding

For each calendar year, we will reportéo ynd the IRS the amount of distributions we ntadeu and the amount of U.S. federal
income tax (if any) that we withheld on those disttions. The proper application to us of rulesvdthholding under Section 1441 of the
Internal Revenue Code (applicable to certain divitde interest and similar items) is unclear. Beedhs documentation we receive may not
properly reflect the identities of partners at gayticular time (in light of possible sales of coomunits), we may over-withhold or under-
withhold with respect to a particular holder of goon units. For example, we may impose withholdiegit that amount to the IRS and thus
reduce the amount of a distribution paid to a No8-UWolder. It may turn out, however, the corresfiog amount of our income was not
properly allocable to such holder, and the withimgjdshould have been less than the actual withhgldsuch holder would be entitled to a
credit against the holder's U.S. federal incomdigbility for all withholding, including any suckxcess withholding, but if the withholding
exceeded the holder's U.S. federal income taxiligbihe holder would have to apply for a refuledabotain the benefit of the excess
withholding. Similarly, we may fail to withhold ca distribution, and it may turn out the correspogdhcome was properly allocable to a Non-
U.S. Holder and withholding should have been imdogethat event, we intend to pay the underwittteghount to the IRS, and we may treat
such under-withholding as an expense that willdaa® by all partners on a pro rata basis (sincenag be unable to allocate any such excess
withholding tax cost to the relevant Non-U.S. Ha)de

Under the backup withholding rules, you rbaysubject to backup withholding tax (at the agglie rate, currently 28%) with respect to
distributions paid unless: (i) you are a corporatio come within another exempt category and detratesthis fact when required; or (ii) you
provide a taxpayer identification number, certista no loss of exemption from backup withholdiag &nd otherwise comply with the
applicable requirements of the backup withholdergrules. If you are an exempt holder, you shoudticate your exempt status on a properly
completed IRS Form W-9. A Non-U.S. Holder may diyadis an exempt recipient by submitting a propedgnpleted IRS Form W-8BEN.
Backup withholding is not an additional tax. Thecamt of any backup withholding from a payment ta yall be allowed as a credit against
your U.S. federal income tax liability and may éatiou to a refunc
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If you do not timely provide us (or theatimg agent or other intermediary, as appropriait#) IRS Form W-8 or W-9, as applicable, or
such form is not properly completed, you may becesuigect to U.S. backup withholding taxes in exa#sghat would have been imposed |
we received certifications from all investors. Seafcess U.S. backup withholding taxes may be tieayeus as an expense that will be borne
by all investors on a pro rata basis (since we beynable to allocate any such excess withholdirgtst to the holders that failed to timely
provide the proper U.S. tax certifications).

Nominee Reportin
Persons who hold an interest in our pastnipras a nominee for another person are requir&dish to us:

Q) the name, address and taxpayer identification nuwithe beneficial owner and the nomin

2) whether the beneficial owner is: (i) a person thatot a U.S. person; (ii) a foreign governmentjraernational organization or
any wholly owned agency or instrumentality of eitbéthe foregoing; or (iii) a tax-exempt entity;

3) the amount and description of common units helduaed or transferred for the beneficial owner;

(4)  specific information including the dates of acdtiigis and transfers, means of acquisitions andteas and acquisition cost f
purchases, as well as the amount of net proceensdales.

Brokers and financial institutions are riegd to furnish additional information, includinghether they are U.S. persons and specific
information on common units they acquire, holdransfer for their own account. A penalty of $50 faélure, up to a maximum of $100,000
per calendar year, is imposed by the Internal Reee@ode for failure to report that information ta The nominee is required to supply the
beneficial owner of the common units with the imh@tion furnished to us.

New Legislation or Administrative or Judicial Aati

The rules dealing with U.S. federal incoeation are constantly under review by personslired in the legislative process, the IRS and
the U.S. Department of the Treasury, frequentlyltegy in revised interpretations of establishedaapts, statutory changes, revisions to
regulations and other modifications and interpretest No assurance can be given as to whethem,what form, any proposals affecting us or
our common unitholders will be enacted. The prekkst federal income tax treatment of an investnreonur common units may be modified
by administrative, legislative or judicial interpa&on at any time, and any such action may affa@stments and commitments previously
made. Changes to the U.S. federal income tax lagsraerpretations thereof could make it more diffi or impossible to be treated as a
partnership that is not taxable as a corporatiotdf&. federal income tax purposes, affect or caiss® change our investments and
commitments, affect the tax considerations of aestment in us, change the character or treatnfgrartons of our income (including, for
instance, the treatment of carried interest amargiincome rather than capital gain) and advera#gct an investment in our common units.
See "Risk Factors—Risks Related to Our Business—s®ucture involves complex provisions of U.S. fedéncome tax laws for which no
clear precedent or authority may be available. €wrcture also is subject to potential legislatjueljcial or administrative change and differing
interpretations, possibly on a retroactive basiad Legislation has been introduced in the U.S.gBss in various forms that, if enacted,

(i) could preclude us from qualifying as a parthgusand/or (ii) could tax carried interest as oetinincome for U.S. federal income tax
purposes and require us to hold carried interestifh taxable subsidiary corporations. If
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this or any similar legislation or regulation wéoebe enacted and apply to us, we would incur a&rigtncrease in our tax liability that could
result in a reduction in the market price of oumoaon units. We and our common unitholders coulddeersely affected by any such change
in, or any new, tax law, regulation or interpretatiOur organizational documents and agreemenisipttre board of directors to modify the
amended and restated operating agreement fromtaitmae, without the consent of the common unitkodd in order to address certain chai

in U.S. federal income tax regulations, legislatiwrinterpretation. In some circumstances, suclsi@vs could have a material adverse impact
on some or all of our common unitholders.

In addition, recently proposed legislatisnich has passed both the Senate and the Holepoésentatives, would generally impose,
effective for payments made after December 31, 281@thholding tax of 30% on payments to certaomMNJ.S. Holders of (i) interest,
dividends, and other fixed or determinable annugesiodical gains, profits, and income from sosredthin the United States or (ii) gross
proceeds from the sale of any property of a typelwban produce interest or dividends from souveiéisin the United States, unless various
information reporting requirements are satisfiecdsubstantially similar proposal was included ag paPresident Obama'’s proposed budget for
fiscal year 2011. There can be no assurance akether or not this proposed legislation (or anyssattially similar legislation) will be
enacted, and, if it is enacted, what form it walké or when it will be effective. Non-U.S. and Urlders are encouraged to consult their own
tax advisors regarding the possible implicationthidf proposed legislation on their investmentun common units.

THE FOREGOING DISCUSSION IS NOT INTENDED AS A SUBSTITUTE FOR CAREFUL TAX PLANNING. THE TAX
MATTERS RELATING TO KKR AND ITS COMMON UNITHOLDERS ARE COMPLEX AND ARE SUBJECT TO VARYING
INTERPRETATIONS. MOREOVER, THE MEANING AND IMPACT O F TAX LAWS AND OF PROPOSED CHANGES WILL
VARY WITH THE PARTICULAR CIRCUMSTANCES OF EACH COMM ON UNITHOLDER. COMMON UNITHOLDERS
SHOULD CONSULT THEIR TAX ADVISORS WITH RESPECT TO T HE FEDERAL, STATE, LOCAL AND OTHER TAX
CONSEQUENCES RELATING TO THE U.S. LISTING AND OWNIN G COMMON UNITS. THIS FOREGOING DISCUSSION
ONLY ADDRESSES THE MATERIAL U.S. FEDERAL TAX CONSID ERATIONS OF THE U.S. LISTING AND THE OWNERSHIP
AND DISPOSITION OF COMMON UNITS AND DOES NOT ADDRES S THE TAX CONSEQUENCES UNDER THE LAWS OF
ANY TAX JURISDICTION OTHER THAN THE UNITED STATES. NON-U.S. HOLDERS, THEREFORE, SHOULD CONSULT
THEIR OWN TAX ADVISORS REGARDING THE TAX CONSIDERAT IONS TO THEM OF THE U.S. LISTING AND
OWNERSHIP AND DISPOSITION OF COMMON UNITS UNDER THE LAWS OF THEIR OWN TAXING JURISDICTION.
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PLAN OF DISTRIBUTION

Upon the U.S. Listing, (i) KKR Guernsey Mgbntribute its assets to us in return for our NE¥I&ted common units, (i) KKR Guernsey
will make an in-kind distribution of our common tsito its unitholders and will dissolve and (iigah KKR Guernsey unit will cease to be
traded on Euronext Amsterdam and will be cancelled.

Prior to the U.S. Listing, there will halveen no U.S. public market for our common units.ifend to apply to list the common units on
the NYSE under the symbol "KKR."
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LEGAL MATTERS

The validity of the common units and certaiher legal matters relating to the U.S. Listivi be passed upon for us by Simpson
Thacher & Bartlett LLP, New York, New York. Certgdartners of Simpson Thacher & Bartlett LLP, merstadrtheir families and related
persons have an interest representing less thaof 1§é capital commitments of investment funds thatmanage.

EXPERTS

The statements of financial condition of K& Co. L.P. as of December 31, 2009 and 2008yt in this prospectus have been audited
by Deloitte & Touche LLP, independent registeretljsuaccounting firm, as stated in their report @gng herein. Such financial statements
are included in reliance upon the report of suoh fjiven upon their authority as experts in accmgnand auditing.

The statements of financial condition of RKlanagement LLC as of December 31, 2009 and 206Bided in this prospectus have been
audited by Deloitte & Touche LLP, independent reggisd public accounting firm, as stated in theporté appearing herein. Such financial
statements are included in reliance upon the regatich firm given upon their authority as expémtaccounting and auditing.

The consolidated and combined financiakstents of KKR Group Holdings L.P. as of DecemtierZ009 and 2008, and for each of the
three years in the period ended December 31, 2008ded in this prospectus have been audited Bgifbe& Touche LLP, independent
registered public accounting firm, as stated inrtteport appearing herein (which report expresseanqualified opinion and includes
explanatory paragraphs relating to investmentsawitta readily determinable fair market value areldgtoption of the new presentation and
disclosure requirements for noncontrolling inteseéstconsolidated financial statements). Such fif@rstatements are included in reliance L
the report of such firm given upon their authogs/experts in accounting and auditing.

The statements of assets and liabilitieskiR & Co. (Guernsey) L.P., as of December 31, 2@I®7 and 2006, and the related staterr
of operations, changes in net assets and cash ftowise years ended December 31, 2008, 2007 arttiégeriod from April 18, 2006 (Date
Formation) to December 31, 2006, included in th@spectus have been audited by Deloitte & Touch,lihdependent registered public
accounting firm, as stated in their report appeghiarein (which report expresses an unqualifiediopiand includes an explanatory paragraph
relating to investments without a readily deterrbiedair market value). Such financial statemengsiacluded in reliance upon the report of
such firm given upon their authority as expertadgoounting and auditing.

The consolidated statements of assetsiabiditles, including the consolidated schedulémfestments, of KKR PEI Investments, L.P. as
of December 31, 2008, 2007 and 2006 and the retatesolidated statements of operations, changestiassets and cash flows for the years
ended December 31, 2008, 2007 and for the peraod &pril 18, 2006 (Date of Formation) to Decemby 3006, included in this prospectus
have been audited by Deloitte & Touche LLP, an jjratfelent registered public accounting firm, as dtateheir report appearing herein,
(which report expresses an unqualified opinion iactudes an explanatory paragraph relating to itnaeats without a readily determinable 1
market value). Such financial statements are iregdud reliance upon the report of such firm givgom their authority as experts in accounting
and auditing.
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WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registratitateament on Form S-1 under the Securities Act vagipect to the common units to be issued
pursuant to this prospectus. This prospectus, ékegart of the registration statement, does naado all of the information set forth in the
registration statement and its exhibits and sclesgyortions of which have been omitted as perdhlitethe rules and regulations of the SEC.
For further information about us and our commortgjnie refer you to the registration statementtarits exhibits and schedules. Statemer
this prospectus about the contents of any contagceement or other document are not necessaritplede and, in each instance, we refer you
to the copy of such contract, agreement or docuffiledtas an exhibit to the registration statement.

Anyone may inspect the registration statgnaed its exhibits and schedules without chargbheapublic reference facilities the SEC
maintains at 100 F Street, N.E., Washington, D@543. You may obtain copies of all or any parttefse materials from the SEC upon the
payment of certain fees prescribed by the SEC. iay obtain further information about the operatidthe SEC's Public Reference Room by
calling the SEC at 1-800-SEC-0330. You may alspecsthese reports and other information withoatrgh at a website maintained by the
SEC. The address of this website is http://wwwgBc.

Upon completion of the U.S. Listing, we Mikcome subject to the informational requiremenitthe Exchange Act and will be requirec
file reports and other information with the SEC.uMaill be able to inspect and copy these reportsather information at the public reference
facilities maintained by the SEC at the addressdhabove. You also will be able to obtain copiethsf material from the Public Reference
Room of the SEC as described above, or inspect thi#mut charge at the SEC's website. We interfdrimish our unitholders with annual
reports containing consolidated financial statemenidited by our independent registered public @utig firm.
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Independent Auditors' Report
To the Partners of KKR & Co. L.P.:

We have audited the accompanying statenadiiitsancial condition of KKR & Co. L.P. (the "Cqmany") as of December 31, 2009 and
2008. These financial statements are the respdihsilifithe Company's management. Our responsitigito express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance withstandards of the Public Company Accounting Qgkt8oard (United States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. The Company is not required to hawewere we engaged to perform, an audit of itsrivdl control over financial reporting.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigranglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsasimopinion on the effectiveness of the Companyésnal control over financial reporting.
Accordingly, we express no such opinion. An aullibancludes examining, on a test basis, evidenppating the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audit provides a reasonable basis foopiion.

In our opinion, such financial statementssgnt fairly, in all material respects, the finahposition of KKR & Co. L.P. as of
December 31, 2009 and 2008, in conformity with actimg principles generally accepted in the UniB¢dtes of America.

/s/ Deloitte & Touche LLP

New York, New York
March 10, 2010
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KKR & CO. L.P.
STATEMENTS OF FINANCIAL CONDITION

As of December 31, 2009 and 2008

December 31 December 31
2009 2008
Assets
Cash $ 1,042 % 1,04
Commitments and Contingencie
Equity
Partners' Capitz $ 1,042 $ 1,047

KKR & CO. L.P.
NOTES TO STATEMENTS OF FINANCIAL CONDITION
1. ORGANIZATION

KKR & Co. L.P. (the "Partnership") was fathas a Delaware limited partnership on June 2B{.20he Partnership is the parent comg
of KKR Group Limited, which is the non-economic geal partner of KKR Group Holdings L.P. ("Group Hdinigs"). Group Holdings holds a
30% economic interest in (i) KKR Management HoldingP. ("Management Holdings") through KKR Manageirtéoldings Corp., a
Delaware corporation that is a domestic corporafiorJ.S. federal income tax purposes, and (ii) KRihd Holdings L.P. ("Fund Holdings"
and together with Management Holdings, the "KKR @r®&artnerships”) directly and through KKR Funddiioggs GP Limited, a Cayman
Island limited company that is a disregarded erfitityJ.S. Federal income tax purposes. The Pattigeis a holding partnership and its sole
assets consist of controlling equity interestdhm KKR Group Partnerships. Through those equigrésts, the Partnership will control all those
entities and their subsidiaries. KKR Management lit @he general partner of the Partnership.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting—The accompanying Statements of Financial Condhiave been prepared in accordance with accountingiples
generally accepted in the United States of AmefSegarate Statements of Operations, Changes ityEand Cash Flows have not been
presented because there have been no businessexctionducted by the Partnership from its incapti

3. PARTNERS' CAPITAL
An organizational limited partner of thertharship contributed $1,000 to the Partnershipoinnection with the Partnership's formation.
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Independent Auditors' Report
To the Partners of KKR Management LLC:

We have audited the accompanying statenwériitsancial condition of KKR Management LLC (th€ompany") as of December 31, 2(
and 2008. These financial statements are the regplity of the Company's management. Our respalityilis to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance wWithdtandards of the Public Company Accounting Qgetr8oard (United States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. The Company is not required to hawewere we engaged to perform, an audit of isriral control over financial reporting.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigrawnglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsasimopinion on the effectiveness of the Companyésnal control over financial reporting.
Accordingly, we express no such opinion. An autfibancludes examining, on a test basis, evideopparting the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audit provides a reasonable basis foopimion.

In our opinion, such financial statementssgnt fairly, in all material respects, the finahposition of KKR Management LLC as of
December 31, 2009 and 2008, in conformity with actimg principles generally accepted in the Uni&tates of America.

/s/ Deloitte & Touche LLP

New York, New York
March 10, 2010
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KKR MANAGEMENT LLC
STATEMENTS OF FINANCIAL CONDITION

As of December 31, 2009 and 2008

December 31, December 31,
2009 2008
Assets
Cash $ 1,042 % 1,04
Commitments and Contingencies
Equity
Members' Capite $ 1,04 $ 1,042

NOTES TO STATEMENTS OF FINANCIAL CONDITION

1. ORGANIZATION

KKR Management LLC (the "Company") was fedras a Delaware limited liability company on J@Be2007. The Company has been

established to serve as the general partner of &K3d. L.P.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting—The accompanying Statements of Financial Condtiave been prepared in accordance with accountingiples
generally accepted in the United States of AmefSegarate Statements of Operations, Changes ityEand Cash Flows have not been

presented because there have been no significamass activities conducted by the Company sincepition.

3. PARTNERS' CAPITAL

An organizational member of the Companytigbated $1,000 to the Company in connection wih €Company's formation.
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Independent Auditors' Report
To the Partners of the KKR Group Holdings L.P.

We have audited the accompanying conselilahd combined statements of financial conditioth® KKR Group Holdings L.P. (the
"Company") as of December 31, 2009 and 2008, amdetfated consolidated and combined statementsevhiions, changes in equity and ¢
flows for each of the three years in the periodeen@ecember 31, 2009. These consolidated and cenhfimancial statements are the
responsibility of the Company's management. Oysaesibility is to express an opinion on these foiahstatements based on our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €igat Board (United States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. The Company is not required to hawewere we engaged to perform, an audit of iwsriral control over financial reporting.

Our audits included consideration of internal cohtrver financial reporting as a basis for desigranidit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsasimopinion on the effectiveness of the Companyésnal control over financial reporting.
Accordingly, we express no such opinion. An autfibancludes examining, on a test basis, evideopparting the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, such consolidated and camabifinancial statements present fairly, in all eniad respects, the consolidated and combined
financial position of KKR Group Holdings L.P. as@é&cember 31, 2009 and 2008, and the consolidaigd@mbined results of their
operations and their cash flows for each of thedhyears in the period ended December 31, 20@@nformity with accounting principles
generally accepted in the United States of America.

As discussed in Note 5 to the consolidatedi combined financial statements, the financatkshents include investments valued at
$19.4 billion (approximately 64% of total assetsyi 16.3 billion (approximately 73% of total as}eis of December 31, 2009 and 2008,
respectively, whose fair values have been estimatadanagement in the absence of readily deterrt@rfaly values. Management's estimates
are based on the factors described in Note 2.

As discussed in Note 2 to the consolidated combined financial statements, the Companytaddpe new presentation and disclosure
requirements for non-controlling interest in condaled financial statements.

/s/ Deloitte & Touche LLP

New York, New York
March 10, 2010

F-6




Table of Contents

KKR GROUP HOLDINGS L.P.

CONSOLIDATED AND COMBINED STATEMENTS OF FINANCIAL C ONDITION

As of December 31, 2009 and 2008

(Dollars in Thousands)

Assets
Cash and Cash Equivalel
Cash and Cash Equivalents Held at Consolidatediés
Restricted Cash and Cash Equivale
Investments, at Fair Valt
Due From Affiliates
Other Asset:

Total Assets

Liabilities and Equity
Debt Obligations
Due to Affiliates
Accounts Payable, Accrued Expenses and Other [tiabi

Total Liabilities

Commitments and Contingencies

Equity
KKR Group Holdings L.P. Partners' Capi
Accumulated Other Comprehensive Inca
Total KKR Group Holdings L.P. Partners' Cap
Noncontrolling Interests in Consolidated Entit
Noncontrolling Interests held by KKR Holdings L.
Total Equity

Total Liabilities and Equity

December 31
2009

December 31
2008

$ 546,73¢ $ 198,64
282,09 965,31
72,29 50,38
28,972,94  20,883,51
123,98 29,88
223,05: 313,26t
$ 30,221,11 $ 22,441,03
$ 2,060,18 $ 2,405,12
87,74 —
711,70 185,54
2,859,631  2,590,67.
1,012,65 150,63
1,19¢ 1,24¢
1,013,84 151,87
2327527  19,698,47
3,072,36! —
27,361,48 ~ 19,850,35

$ 30,221,11 $ 22,441,03

See notes to consolidated and combined financsients.
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KKR GROUP HOLDINGS L.P.
CONSOLIDATED AND COMBINED STATEMENTS OF OPERATIONS
For the Years Ended December 31, 2009, 2008 and Z00
(Dollars in Thousands)

For the Years Ended December 31,

2009 2008 2007
Revenues
Fees $ 331,27 % 235,18. $ 862,26
Expenses
Employee Compensation and Bene 838,07 149,18: 212,76t
Occupancy and Related Char 38,01 30,43( 20,06¢
General, Administrative and Oth 264,39t 179,67: 128,03t
Fund Expense 55,22¢ 59,10z 80,04(
Total Expenses 1,195,711 418,38t 440,91(
Investment Income (LosS)
Net Gains (Losses) from Investment Activit 7,505,00! (12,944,72)  1,111,57
Dividend Income 186,32: 75,441 747,54
Interest Income 142,11° 129,60: 218,92(
Interest Expens (79,63¢) (125,56)) (86,259
Total Investment Income (LossS] 7,753,80: (12,865,23) 1,991,78
Income (Loss) Before Taxes 6,889,36! (13,048,44) 2,413,13
Income Taxe: 36,99¢ 6,78¢ 12,06«
Net Income (Loss) 6,852,37. (13,055,23) 2,401,07.
Less: Net Income (Loss) Attributable to
Noncontrolling Interests in Consolidated Entit 6,119,38. (11,850,76) 1,598,31I
Less: Net Income (Loss) Attributable to
Noncontrolling Interests held by KKR
Holdings L.P. (116,69¢) — —
Net Income (Loss) Attributable to KKR Group
Holdings L.P . $ 849,68' $ (1,204,47) $ 802,76«

See notes to consolidated and combined financtdsients.
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KKR GROUP HOLDINGS L.P.
CONSOLIDATED AND COMBINED STATEMENTS OF CHANGES IN
For the Years Ended December 31, 2009, 2008 and Z00

(Dollars in Thousands)

KKR Group Holdings L.P.
Accumulated Noncontrolling
Other Interests in
Comprehensive Consolidated
Income Entities

KKR Group
Holdings L.P.
Partners'
Capital

Noncontrolling
Interests
held by KKR
Holdings L.P.

Total
Comprehensive
Income

EQUITY

Total
Equity

January 1, 2007 $ 1,684,79. $ 7,62¢ $ 20,318,44 $ —
Comprehensivi
Income:
Net Income

Other
Comprehen
Income—
Currency
Translation

Adjustment

802,76: 1,598,311 $ 2,401,07.

2,02¢ 10,30¢ 12,33:

$ 22,010,86

2,401,07

12,33:

Total
Comprehens

Income 2,413,401

2,413,401

Deconsolidatio
of
Noncontrollii
Interests in
Consolidate(
Entities

Capital
Contribution

Capital
Distributions

Balance at
December 31,
2007

(303,889)
308,20 12,604,55

(1,288,06) (5,477,91)

1,507,69: 9,652 28,749,81

Comprehensivi
Income
(Loss):

Net Loss

Other

Comprehen
Income—
Currency
Translation
Adjustment

(1,204,47) (11,850,76)

(8,407) (19

(13,055,23)

(8,42

(303,889
12,912,75

(6,765,97)

30,267,16

(13,055,23)

(8,429

Total
Comprehens
Income
(Loss)

(13,063,65)

(13,063,65)

Purchase of
Noncontrollii
Interests in
Consolidate(
Entities By
KKR Group
Holdings L.F

Capital
Contribution

Capital
Distributions

Balance at
December 31,
2008

(6,28%)
103,36t 3,942,54

(255,95 (1,136,819

150,63¢ 1,24¢ 19,698,47

Comprehensivi
Income:
Net Income

Other
Comprehen
Income—
Currency
Translation

927,90t 4,674,72 5,602,63:

(6,28%)

4,045,91!

(1,392,77)

19,850,35

5,602,63:



Adjustment
Total

Comprehens
Income

Capital
Contribution
Capital
Distributions
Balance at

September 3C
2009

2,413 5
35,49¢ 1,935,04-

(320,76() (993,289

793,27¢ 3,66: 25,314,96

(continued)
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CONSOLIDATED AND COMBINED STATEMENTS OF CHANGES IN EQUITY (Continued)

KKR GROUP HOLDINGS L.P.

For the Years Ended December 31, 2009, 2008 and Z00

KKR Group
Holdings L.P.
Partners'
Capital

(Dollars in Thousands)

KKR Group Holdings L.P.

Accumulated Noncontrolling
Other Interests in
Comprehensive Consolidated
Income Entities

Noncontrolling
Interests
held by KKR
Holdings L.P.

Total
Comprehensive
Income

Total
Equity

Balance at
September 30,
2009

Non-Contributed
Assets (1996
Fund L.P.)

Retained Interes

Reallocation of
Net Assets
from KKR PEI
Investments L

Contributions of
Net Assets of
KPE

Reallocation of
Interests to
KKR
Holdings L.P.

Deferred Tax
Effects
Resulting from
the
Transaction:

793,27
(146,44

(368,909

3,029,071

450,85:

(2,630,49)

(36,547

3,662 25,314,96

(761,230)

(36) 464,22

(3,029,07))

(2,539

2,633,02!

Balance at
October 1, 200¢ 1,090,80!
Comprehensive
Income:
Net Income
Other
Comprehens
Income-
Currency
Translation
Adjustment
Total

Comprehensiv
Income

(78,229

Capital

Contributions 72
Capital

Distributions —

1,08¢ 21,988,88

1,444,65!

10& 3

470,15:

(628,42Y)

2,633,02!

(116,690)

24~

562,54.

(6,760)

Balance at
December 31,

2009 $ 1,012,65!

$ 1,19¢ $

23,275,27 $

3,072,36!

26,111,90

(907,689
95,28(

450,85:

(36,547

25,713,80

1,249,73: 1,249,73:

S5 352

$ 1,250,09.

1,250,09.

1,032,76:

(635,18Y)

$ 27,361,48

See notes to consolidated and combined financtdsients.
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KKR GROUP HOLDINGS L.P.

CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS

For the Years Ended December 31, 2009, 2008 and Z00

(Dollars in Thousands)

For the Years Ended December 31,

2009 2008 2007
Cash Flows from Operating Activities
Net Income (Loss $ 6,852,37. $ (13,055,23) $ 2,401,07.
Adjustments to Reconcile Net Income (Loss) to NesiCUsed in Operatin
Activities:
Non-Cash Compensation Exper 562,37: — —
Net Realized Losses (Gains) on Investm: 314,40 (253,41() (1,557,10)
Change in Unrealized (Gains) Losses on Investn (7,819,41) 13,198,13 445,52¢
Other Noi-Cash Amount: (1,397 2,381 (10,88¢)
Cash Flows Due to Changes in Operating Assets @iilities:
Change in Cash and Cash Equivalents Held at Caladeti Entitie: 690,37: (565,60¢) 1,895,14
Change in Due from Affiliate (21,830) 14,08( 70,72¢
Change in Other Asse (21,82¢) 87,33¢ (108,71:)
Change in Accounts Payable, Accrued Expenses amef Qiabilities 344,13 28,72¢ 99,26(
Investments Purchasi (2,795,65) (3,438,32) (17,847,60)
Cash Proceeds from Sale of Investm 1,549,15; 1,535,75: 6,090,06!
Net Cash Used in Operating Activiti (347,31) (2,446,15) (8,522,50)
Cash flows from Investing Activities
Change in Restricted Cash and Cash Equiva (21,909 (4,477) (95,40¢)
Purchase of Noncontrolling Intere: — (44,177) —
Purchase of Furniture, Equipment and Leaseholddegments (21,05() (13,104 (17,069
Net Cash Used in Investing Activiti (42,959 (61,74¢) (112,469
Cash flows from Financing Activities
Distributions to Noncontrolling Interests in Coridated Entities (1,586,301 (1,136,81)) (5,467,24)
Contributions from Noncontrolling Interest in Cofidated Entities 2,405,19i 3,942,54 12,589,47
Distributions to KKR Holdings L.P (6,760 — —
Contributions from KKR Holdings L.P 16¢ — —
Cash Attributed to Nc-Contributed Assets (1996 Fund L. (20,247) — —
Contributions from KKR Private Equity InvestorsPL. 470,26 — —
Distributions to KKR Group Holdings L.F (211,069 (250,359) (1,170,56i)
Contributions from KKR Group Holdings L.F 35,57 103,36¢ 308,20:
Proceeds from Debt Obligatio 503,46. 813,80¢ 2,602,36!
Repayment of Debt Obligatiol (852,507 (1,018,38)) (43,800
Deferred Financing Cost Returned (Incurr 572 (19,655 (4,405)
Net Cash Provided by Financing Activiti 738,36« 2,434,50: 8,814,02.
Net Change in Cash and Cash Equivalents 348,09: (73,399 179,05:
Cash and Cash Equivalents, Beginning of Y 198,64t 272,04} 92,99:
Cash and Cash Equivalents, End of Y $ 546,73¢ $ 198,64t $ 272,04!

(continued)

F-11




Table of Contents

KKR GROUP HOLDINGS L.P.
CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS (Continued)
For the Years Ended December 31, 2009, 2008 and Z00

(Dollars in Thousands)

For the Years Ended December 3]
2009 2008 2007

Supplemental Disclosures of Cash Flow Information

Payments for Intere: $ 40,25¢ $ 70,95 $ 21,11
Payments for Income Tax $ 8,45¢ $ 453¢ $ 14,25¢
Supplemental Disclosures of Non-Cash Activities
Non-Cash Debt Financing/Purchase of Investm $ — $ 625,000 $ 521,42¢
Non-Cash Contribution of Stock Based Compensation f#d¢R Holdings L.P. $ 562,37 $ —  $ —
Non-Cash Distributions to Noncontrolling Interests iarSolidated Entitie $ 3541 $ — 3 10,67:
Non-Cash Contributions from Noncontrolling InterestsCionsolidated Entitie $ — 3 — 3 15,08:
Non-Cash Contributions from KKR Private Equity Investakr.P. $ (19,417) $ — 3 —
Non-Cash Distributions to Controlling Equity Holde $ 109,69: $ 559¢ $ 117,49
Non-Cash Distributions to KKR Holdings L. $ 89,00 $ — 3 —
Restricted Stock Grant from Affilial $ — $ 1593¢ $ —
Proceeds Due from Unsettled Sales of Investrr $ 7,73 $ — 3 —
Unsettled Purchases of Investme $ 96¢) $ —  $ —
Change in Contingent Carried Interest Repaymentaziee $ (18,159 $ — 3 —
Realized Gains on Extinguishment of D $ 19,76: $ — 3 —
Unrealized Losses on Foreign Exchange on Debt @ifidigs $ (12,28¢) $ (35,629 $ 2,97¢
Conversion of Interest Payable into Debt Obligati $ 11,57¢ $ —  $ —
Change in Foreign Exchange on Cash and Cash Eguoigateld at Consolidatec
Entities $ 12,62¢ $ (14,03) $ —
Reorganization Adjustments
Due From Affiliates $ 94,53¢ $ — $ —
Other Asset: $ 17,257 $ — 3 —
Accounts Payable, Accrued Expenses and Other ltiabi $ 53,04( $ — $ =
Noncontrolling Interests in Consolidated Entit $ (2,564,84) $ — % —
Deconsolidation of Consolidated Entities(1):
Cash and Cash Equivalents Held at Consolidatedi&s $ 548 $ — 3 —
Restricted Cash and Cash Equivale $ — % — $ 157,78
Investments, at Fair Valt $ 911,60: $ — $ 2,162,40
Due From Affiliates $ 3,70¢ $ — 3 —
Other Asset: $ — % — 3 24,95;
Debt Obligations $ — % — $ 2,011,45
Accounts Payable, Accrued Expenses and Other [tiabi $ 33,35. $ — 3 40,60:
Noncontrolling Interests in Consolidated Entit $ 761,23t $ — $ 303,88¢
Accumulated Other Comprehensive Income Attributabloncontrolling
Interests in Consolidated Entiti $ — 3 — 3 10,30¢
1) Includes the non-contributed assets (1996 Fund Hiuring 2009 and the deconsolidation of a subsidié KKR Financial LLC during 2007.

See notes to consolidated and combined financsients.
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KKR GROUP HOLDINGS L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS
(All Dollars are in Thousands Except Where Otherwie Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION

KKR Group Holdings L.P. ("Group Holdingstpgether with its consolidated subsidiaries (ailely, "KKR"), is a leading global
alternative asset manager that is involved in gliog a broad range of asset management serviéegdstors and provides capital markets
services for the firm, its portfolio companies atiénts. Led by Henry Kravis and George RobertsRkgonducts business through 14 offices
around the world, which provide a global platforon §ourcing transactions, raising capital and ¢agrput capital markets activities. KKR
operates as a single professional services firncanies out its investment activities under theRKBrand name.

Reorganization and Combination Transactions

Group Holdings was formed as a Cayman tidaxempted limited partnership and is governeitisb§econd Amended and Restated
Limited Partnership Agreement dated as of Octoh&009. KKR Management LLC (the "KKR Managing Parti) is the general partner of
KKR & Co. L.P., which is indirectly the non-econarrgeneral partner of Group Holdings. The KKR Managdpartner is controlled by KKR's
senior principals (the "Senior Principals").

Historically, KKR's business was condudtambugh a large number of entities for which th&es no single holding entity but were under
the common ownership of KKR's principals and certgher individuals (collectively the "Predeces@uwvners™) and under the common con
of the Senior Principals. In order to facilitate tBombination Transaction (defined below), KKR cdetgd a series of transactions (the
"Reorganization Transactions"), pursuant to whi¢¢R6 business was reorganized under two new patiips, KKR Management
Holdings L.P. and KKR Fund Holdings L.P., which aeéerred to as the "KKR Group Partnerships.” Té@rganization involved a contributi
of equity interests in KKR's businesses that weld by the Predecessor Owners to the KKR GroumBestips.

On October 1, 2009, KKR & Co. L.P., KKR Wie Equity Investors L.P. ("KPE") and their afiies completed a transaction to combine
the asset management business of KKR with thesaaadtliabilities of KPE (the "Combination Transant). The Combination Transaction
involved the contribution of all of KPE's assetsl #iabilities to KKR in return for its 30% intereist the new combined business of KKR.

As a result of the Combination TransactiWRE holds its interest in KKR as the sole owneGodup Holdings' limited partnership
interests. Group Holdings holds a 30% economia@stein one of the KKR Group Partnerships througdRkManagement Holdings Corp., a
Delaware corporation that is a domestic corpordafior).S. federal income tax purposes, and therd€ikR Group Partnership directly and
through KKR Fund Holdings GP Limited, a Caymannsldimited company that is a disregarded entityldd8. Federal income tax purposes.
Group Holdings controls the KKR Group Partnershipsugh the controlling interests that it holdsuch entities. Subsequent to the
Combination Transaction, KPE changed its name t®RIKKCo. (Guernsey) L.P. ("KKR Guernsey"). KKR Gusey is publicly traded on the
Euronext Amsterdam exchange under the symbol "KKR".

KKR Holdings L.P., a Cayman Islands exerdpimited partnership ("KKR Holdings"), is the egtthrough which the Predecessor
Owners hold 70% of the economic interests in theRKBroup Partnerships as of December 31, 2009.
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KKR GROUP HOLDINGS L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands Except Where Otherwie Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)

The Reorganization Transactions and Contibind ransaction (collectively the "Transactiona/8re accounted for as an exchange of
entities under common control, in accordance wigm&ally Accepted Accounting Principles ("GAAP").

Basis of Presentation

Prior to the Transactions, the accompangongsolidated and combined financial statementsidlecthe results of eight of KKR's private
equity funds and two of KKR's fixed income fundsldhe general partners and management companibess funds under the common
control of its Senior Principals. One of the eightate equity funds included KKR PEI Investmeitts$?. (the "KPE Investment Partnership"
lower tier partnership through which KPE made &lt®investments and was the sole limited partner.

The following entities and interests wereliided in the KKR financial statements; howevegrewnot contributed to the KKR Group
Partnerships as part of the Transactions:

® the general partners of the 1996 Fund and theperive consolidated funds;

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

(i)  economic interests that allocate to certain of kKKfgrmer principals and their designees a portfath® carried interest received
by the general partners of KKR's private equitydsithat was allocated to them with respect to peieguity investments made
during such former principals' previous tenure VMR ; and

(iv)  economic interests that allocate to certain of KK&lIrrent and former principals all of the capitatested by or on behalf of the
general partners of KKR's private equity funds befthe completion of the Transactions and any mettirereon.

The interests described in (ii) through (iv) arfereed to as the "Retained Interests.”

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

The Retained Interests were not contribtiettie KKR Group Partnerships but are reflecteliiR's financial statements as
noncontrolling interests in consolidated entitieg do the fact that the entities in which thesecooitrolling interests are held continue to be
consolidated subsequent to the Transactions.

In addition, historically, KKR consolidatélte KPE Investment Partnership in its financiatesnents and substantially all of the owner
interests were reflected as noncontrolling intexeBhese noncontrolling interests were removetieset interests were contributed to KKR in
the Transactions. Subsequent to the Transactioad KR Group Partnerships hold 100% of the coritrgleconomic interests in the KPE
Investment Partnership. KKR therefore continuesatasolidate the KPE Investment Partnership anecémomic interests are no longer
reflected as
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KKR GROUP HOLDINGS L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands Except Where Otherwie Noted)

1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)

noncontrolling interests in consolidated entitisOctober 1, 2009, the effective date of thenSaations.
Subsequent to the completion of the Tratimag, KKR's business is conducted through the K&mup Partnerships, which own:

. all of the controlling and economic interests in KK fe--generating management companies and approximatétyd the
economic interests in KKR's capital markets comgsini

. controlling and economic interests in the geneaatrers of KKR's private equity funds and the é@tithat are entitled to rece
carry from KKR's co-investment vehicles; and

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

With respect to KKR's active and futuredarand co-investment vehicles that provide foriedrinterest, KKR continues to allocate to its
principals, other professionals and selected dtitkviduals a portion of the carried interest ean€KR allocated approximately 40% of the
carry earned during the quarter ended Decembe2(®19 to these individuals. See Note 2, "Summargighificant Accounting Policies-Profit
Sharing Plans". This 40% allocation is made piiothe allocation of carried interest profits betwé&R Holdings and Group Holdings.

Consolidation

The consolidated and combined financigkstents (referred to hereafter as the "financatksients") include the accounts of KKR's
management and capital markets companies, thegjqragtners of certain unconsolidated co-investrmehticles and the general partners of its
private equity and fixed income funds and theipeetive consolidated funds, which include the KKiRdpean Fund, KKR Millennium Fund,
KKR European Fund Il, KKR 2006 Fund, KKR Asian FuktKR European Fund Ill, KKR E2 Investors, the KREestment Partnership,
certain of the KKR Strategic Capital Funds andaierbther investment funds referred to as capitait®on vehicles (the "KKR Funds").

Group Holdings consolidates the finanoésiults of the KKR Group Partnerships and their obaated subsidiaries. KKR Holdings'
ownership interest in the KKR Group Partnershipgikected as noncontrolling interests attributabl&roup Holdings in the accompanying
financial statements.

References in the accompanying financakestents to KKR's "principals" are to KKR's serégecutives and operating consultants who
hold interests in KKR's business through KKR Hotginand references to KKR's "senior principals"targrincipals who also hold interests in
the KKR Managing Partner entitling them to votettoe election of its directors.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting
The accompanying financial statements agpared in accordance with GAAP.
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KKR GROUP HOLDINGS L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands Except Where Otherwie Noted)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Use of Estimates

The preparation of the financial statemémtsonformity with GAAP requires management to malstimates and assumptions that affect
the reported amounts of assets and liabilitiesdibelosure of contingent assets and liabilitiethatdate of the financial statements and the
reported amounts of fees, expenses and investmeortnie during the reporting periods. Such estimatdade but are not limited to the
valuation of investments and financial instrumeAistual results could differ from those estimatad auch differences could be material to the
financial statements.

Consolidation
General

KKR consolidates (i) those entities in whitholds a majority voting interest or has majprdwnership and control over significant
operating, financial and investing decisions of¢néty, including those KKR Funds in which the gead partner is presumed to have control,
or (ii) entities determined to be variable interestities ("VIEs") for which it is considered thamary beneficiary and absorbs a majority of the
expected losses or a majority of the expected wasigturns, or both.

The majority of the entities consolidatgddiKR are comprised of: (i) those entities in whiKKR has majority ownership and has control
over significant operating, financial and investaerisions; and (ii) the consolidated KKR Fundsijchtare those entities in which KKR holds
substantive, controlling general partner or mangqgiember interests. With respect to the consolitlEteR Funds, KKR generally has
operational discretion and control, and limitedtpars have no substantive rights to impact onggmgernance and operating activities of the
fund.

The KKR Funds are consolidated by KKR nétatanding the fact that KKR has only a minoritpmeemic interest in those funds. KKR's
financial statements reflect the assets, liabditfees, expenses, investment income and cash dibthe consolidated KKR Funds on a gross
basis, and the majority of the economic interesthose funds, which are held by third-party ingestare attributed to noncontrolling interests
in consolidated entities in the accompanying finalnstatements. Substantially all of the managerfesd and certain other amounts earned by
KKR from those funds are eliminated in consolidatibBlowever, because the eliminated amounts areédrom, and funded by,
noncontrolling interests, KKR's attributable shaf¢he net income from those funds is increasethbyamounts eliminated. Accordingly, the
elimination in consolidation of such amounts hagfiect on net income (loss) attributable to thewgrHoldings or Group Holdings' partners'
capital.

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

All intercompany transactions and balarttege been eliminated.
Variable Interest Entities

GAAP requires an analysis to (i) determiteether an entity in which KKR holds a variableeirast is a VIE, and (ii) whether KKR's
involvement, through holding interests directlyirdirectly in the entity or contractually througther variable interests (e.g., incentive and
management fees), would be expected to absorbaitgajf the variability of the entity. Performanoéthat analysis requires
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the exercise of judgment. In evaluating whether KiKhe primary beneficiary, KKR evaluates its emmiic interests in the entity held either
directly by KKR or indirectly through its relatecuies. This analysis can generally be performeditgdively. However, if it is not readily
apparent which party is the primary beneficiarguantitative expected losses and expected residuahs calculation will be performed.
Investments and redemptions (either by KKR, atfifaof KKR or third parties) or amendments to tbeegning documents of the respective
investment vehicle could affect an entity's statsis VIE and/or the determination of the primargdiieiary. At each reporting date, KKR
assesses whether it continues to, or has begafbdorb such majorities and will appropriately cdidsde a VIE.

In KKR's role as general partner or investiradvisor, it generally considers itself the smorof the applicable investment vehicle. For
certain of these investment vehicles, KKR is deteet to be the primary beneficiary and hence cadatds such investment vehicles within
the financial statements.

KKR is a variable interest holder in cant®lEs which are not consolidated, as KKR is nat pnimary beneficiary. As of December 31,
2009, assets recognized in KKR's statement of fiighcondition related to our variable interestshiase unconsolidated entities was compt
of $1,473 of receivables and $13,753 of investmértisrefore, KKR's aggregate maximum exposureds Veas $15,226 as of December 31,
2009.

KKR's investment strategies differ by invesnt vehicle, however, the fundamental risks harglar characteristics, including loss of
invested capital and loss of incentive and managefiees. Accordingly, disaggregation of KKR's inveinent with VIEs would not provide
more useful information.

For those VIEs in which KKR is the spong6KR may have an obligation as general partnerdwvigde commitments to such funds.
During the year ended December 31, 2009 and 20R& #id not provide any support other than its oblégl amount.

Noncontrolling Interests
Noncontrolling Interests in Consolidated Entitie

Prior to the completion of the Transactiamsncontrolling interests in consolidated entitiegresented ownership interests in consolidated
entities held by entities or persons other thanRredecessor Owners. The majority of these nonalting interests were held by third-party
investors in the KKR Funds and the limited partnézrests in the KPE Investment Partnership.

Subsequent to the completion of the Tratiwas, noncontrolling interests in consolidatedterd represent the ownership interests in K
that are held by:

0] third-party investors in the KKR Funds;

(i) a former principal and such person's designeeggaiegate of 1% of the carried interest receivetheygeneral partners of
KKR's funds and 1% of KKR's other profits (lossesjil a future date;

(i) certain of KKR's former principals and their desiga a portion of the carried interest receivedheygeneral partners of KKR's

private equity funds that was allocated to thenhwéspect to private equity investments made dwsuay former principals’
previous tenure with KKR;
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(iv)  certain of KKR's current and former principalsd@lthe capital invested by or on behalf of the gahpartners of KKR's privat
equity funds before the completion of the Transexstiand any returns thereon; and

(v) a third party in KKR's capital markets businessdggregate of 2% of the equity).

On May 30, 2008, KKR acquired all of thestanding noncontrolling interests in the managdrempanies of KKR's Public Markets
segment ("KFI Transaction"). Immediately prior ke tKFI Transaction, KKR owned 65% of the equitysoEh management companies. The
KFI Transaction has been accounted for as an dtiqnisf noncontrolling interests using the purahasethod of accounting. The total
consideration of the KFI Transaction was $44,17HRKrecorded the excess of the total consideratiear the carrying value of the
noncontrolling interests acquired (which approxiesate fair value of the net assets acquired anchwirere already included in the statem:
of financial condition) to finite-lived identifiablintangible assets consisting of management, wramif, transaction, and incentive fee
contracts. KKR has recorded intangible assets @f8B¥ that are being amortized over an estimatefulife of ten years, based on contrac
provisions that enable renewal of the contracthovit substantial cost and our prior history of sterewals.

Noncontrolling Interests held by KKR Holding

Subsequent to the completion of the Tratiwas, noncontrolling interests attributable to KKKRIdings include KKR's Predecessor
Owners economic interests in the KKR Group Partriprgnits. KKR's Predecessor Owners will receivaficial benefits from KKR's busine
in the form of distributions received from KKR Hatds and through their direct and indirect parttipn in the value of KKR Group
Partnership Units held by KKR Holdings. As a rescédtrtain profit-based cash amounts that were pusly paid by KKR will no longer be
paid by KKR and will be borne by KKR Holdings.

Fair Value Measurements

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

KKR has categorized and disclosed its asmed liabilities measured and reported at fainedlased on the hierarchical levels as defined
within GAAP. GAAP establishes a hierarchal disclesirtamework that prioritizes and ranks the leviaharket price observability used in
measuring assets and liabilities at fair value.Rdtaiprice observability is affected by a numbefaators, including the type and the
characteristics specific to the asset or liabilitwestments and other financial instruments forclHtiair value can be measured from quoted
prices in active markets generally will have a leigtlegree of market price observability and a ledegree of judgment used in measuring fair
value.

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

Level I—Quoted prices are available inaetinarkets for identical investments as of the riépg date. The type of investments
included in Level | include publicly listed equiiepublicly listed derivatives, equity securitiedds but not yet purchased and call
options. KKR does not
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adjust the quoted price for these investments, @vsituations where KKR holds a large position arghle could reasonably affect the
quoted price.

Level Il—Pricing inputs are other than qeobprices in active markets, which are either diyear indirectly observable as of the
reporting date, and fair value is generally deteedithrough the use of models or other valuatiothoumlogies. Investments which are
included in this category include corporate cradrestments, convertible debt securities indexegltalicly listed securities and certain
over-the-counter derivatives.

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

In certain cases, the inputs used to medsiirvalue may fall into different levels of tFer value hierarchy. In such cases, an investrs
level within the fair value hierarchy is based ba towest level of input that is significant to fiaér value measurement. KKR's assessment of
the significance of a particular input to the fedlue measurement in its entirety requires judgireemd it considers factors specific to the
investment.

In cases where an investment measuredegrooited at fair value is transferred into or outebel 111 of the fair value hierarchy, KKR
accounts for the transfer at the end of the repgipieriod.

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

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

Restricted Cash and Cash Equivalents

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

Investments, at Fair Value
KKR's investments consist primarily of @ig equity and other investments. See Note 4, Stnvents".

Private Equity InvestmentsPrivate equity investments consist of investm@niortfolio Companies of consolidated KKR Fundastth
are, for GAAP purposes, investment companies. TKR Ikunds reflect investments at their estimatedvaiues, with unrealized gains or
losses resulting from changes in fair value refldas a component of Net Gains (Losses) from Imast Activities in the statements of
operations.
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Private equity investments that have rgaaliiservable market prices (such as those tradedsecurities exchange) are stated at the last
guoted sales price as of the reporting date.

As of December 31, 2009, approximately 65%he fair value of KKR's Level Ill private equityvestments have been valued by KKR in
the absence of readily observable market prices.dEtermination of fair value may differ materiditgm the values that would have resulte
a ready market had existed. For these investmkKiR, generally uses a market approach and an inqdimeounted cash flow) approach when
determining fair value. Management considers variaternal and external factors when applying tleggeroaches, including the price at wi
the investment was acquired, the nature of thestmvent, current market conditions, recent publickeigand private transactions for
comparable securities, and financing transactiabseqquent to the acquisition of the investment. félrevalue recorded for a particular
investment will generally be within the range sugtgd by the two approaches.

Investments denominated in currencies dtiean the U.S. dollar are valued based on thergpetf the respective currency at the end of
the reporting period with changes related to exghaate movements reflected as a component of HietsGLosses) from Investment
Activities.

Corporate Credit InvestmentsCorporate credit investments that are listed saaurities exchange are valued at their last quss&shs
price as of the reporting date. Investments in a@te debt, including syndicated bank loans, highdysecurities and other fixed income
securities, are valued at the mean of the "bid""@as#éied" prices obtained from third-party pricireg\sces. In the event that third-party pricing
service quotations are unavailable, values ardraatgrom dealers or market makers and where thakees are not available corporate credit

investments are valued by KKR or KKR may engagdara{party valuation firm to assist in such valoat.

Derivatives—KKR invests in derivative financial instrumentsciuding total rate of return swaps and credit diéefswaps. In a total rate
of return swap, KKR receives the sum of all interéses and any positive economic change in fdireramounts from a reference asset with a
specified notional amount and pays interest orreéferenced notional amount plus any negative chanfgr value amounts from such asset.
Credit default swaps, when purchasing protectiomplive the payment of a fixed rate premium for potibn against the loss in value of an
underlying debt instrument in the event of a dafineedit event, such as payment default or bankyuptnder a credit default swap, one party
acts as a guarantor by receiving the fixed peripdigment in exchange for the commitment to purcli@senderlying security at par if a credit
event occurs. Derivative contracts, including totaé of return swap contracts and credit defauttpscontracts, are recorded at estimated fair
value with changes in fair value recorded as uimealgains or losses in Net Gains (Losses) froredtment Activities in the accompanying
statements of operations.

Investments in Publicly Traded SecuritieKKR's investments in publicly traded securitiesresggnt equity securities, which are classi
as trading securities and carried at fair mark&tezaChanges in the fair market value of tradincusidies are reported within Net Gains
(Losses) from Investment Activities in the accompag statements of operations.
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Securities Sold, Not Yet Purchase@hether part of a hedging transaction or a traitsadn its own right, securities sold, not yet
purchased, or securities sold short, represengatiins of KKR to deliver the specified securityttee contracted price, and thereby create a
liability to repurchase the security in the maréethen prevailing prices. Short selling allows itheestor to profit from declines in market
prices. The liability for such securities sold dtisrmarked to market based on the current valubeotinderlying security at the date of
valuation with changes in fair value recorded a®alized gains or losses in Net Gains (Losses) frorastment Activities in the accompany
statements of operations. These transactions majwma market risk in excess of the amount culyeeflected in KKR's statements of
financial condition.

Due from and Due to Affiliates

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

Foreign Exchange Derivatives and Hedging Activities

KKR enters into derivative financial ingtmants primarily to manage foreign exchange riskiatetest rate risk arising from certain assets
and liabilities. All derivatives are recognizededther assets or liabilities in the statementsradricial condition and measured at fair value with
changes in fair value recorded in Net Gains (LgsBem Investment Activities in the accompanyingtstments of operations. KKR's derivat
financial instruments contain credit risk to theest that its bank counterparties may be unabledet the terms of the agreements. KKR
minimizes this risk by limiting its counterpartissmajor financial institutions with strong credittings.

Fixed Assets, Depreciation and Amortization

Fixed assets consist primarily of leaselwmldrovements, furniture, fixtures and equipment] aomputer hardware and software. Such
amounts are recorded at cost less accumulatedaigiiwa and amortization. Depreciation and amotiiraare calculated using the straidine
method over the assets' estimated economic usedg| Wwhich for leasehold improvements are theelestthe lease terms or the life of the
asset, and three to seven years for other fixeztsaass

Securities Sold Under Agreements to Repurchase

Transactions involving sales of securitiegsler agreements to repurchase are accounted ¢otlateralized financings. KKR recognizes
interest expense on all borrowings on an accrusisba

Comprehensive Income

Comprehensive income is defined as thegdamequity of a business enterprise during sopefriom transactions and other events and
circumstances, excluding those resulting from é¢bations and distributions to owners. In the accamyng financial statements,
comprehensive income represents Net Income (Lasg)resented in the statements of operations araf fareign currency translation
adjustments.

F-21




Table of Contents

KKR GROUP HOLDINGS L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands Except Where Otherwie Noted)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Fees

Fees consist primarily of (i) monitoringdamansaction fees from providing advisory and o#evices to our Portfolio Companies,
(i) management and incentive fees from providimgestment management services to unconsolidatels fanspecialty finance company,
structured finance vehicles, and separately managealints, and (iii) fees from capital markets\atitis. These fees are based on the
contractual terms of the governing agreements amdegognized in the period during which the relaervices are performed.

For the years ended December 31, 2009, 20688007, fees consisted of the following:

For the Year Ended
December 31,

2009 2008 2007
Monitoring Fees $ 174,47¢ $ 13523: $ 93,48t
Transaction Fee 91,82¢ 41,30 683,10(

Management Fees Recei'

from Unconsolidated

Funds 60,49¢ 58,64( 63,56¢
Incentive Fees Received

from Unconsolidated

Funds 4,477 — 22,11:

Total Fees $ 331,27: $ 235,18. $ 862,26!

Monitoring Fees

Monitoring fees are earned by KKR for seed provided to Portfolio Companies and are reaaghas services are rendered. These fees
are paid based on a fixed periodic schedule bytir€folio Companies either in advance or in arreacs are separately negotiated for each
Portfolio Company. Monitoring fees amounted to $288, $112,258 and $68,754 for the years endedrbleee31, 2009, 2008 and 2007,
respectively.

In connection with the monitoring of PottboCompanies and certain unconsolidated funds, K&geives reimbursement for certain
expenses incurred on behalf of these entities.9dopstirred in monitoring these entities are clésdifs general, administrative and other
expenses and reimbursements of such costs ardiethss monitoring fees. These reimbursements ateouto $16,233, $22,976 and $24,731
for the years ended December 31, 2009, 2008, add, 28spectively.

Transaction Fees

Transaction fees are earned by KKR primanilconnection with successful private equity aetht transactions and capital markets
activities. Transaction fees are recorded uponrosf the transaction. Fees are typically paicboaround the closing. Transaction fees
received amounted to $91,828, $41,307 and $683¢tGBe years ended December 31, 2009, 2008 and, 28€pectively.

In connection with pursuing successful fatic Company investments, KKR receives reimbursenfier certain transaction-related
expenses. Transaction-related expenses, whicleianbursed by third parties, are deferred untilttaasaction is consummated and are
recorded in Other Assets on the date the experisetigred. The costs of successfully completedsaations are borne by the KKR Funds and
included as a component of the investment's cags b&ubsequent to closing, investments are redatfair value each reporting period as
described in the section above

F-22




Table of Contents

KKR GROUP HOLDINGS L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands Except Where Otherwie Noted)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

titted Investments, at Fair Value. Upon reimbursetieom a third party, the cash receipt is recorded the deferred amounts are relieved. No
fees or expenses are recorded for these reimbunteme

Management Fees Received from Consolidated and Ursodidated Funds

For KKR's private equity funds and certairtonsolidated KKR sponsored funds, gross managdieengenerally range from 1% to 1.
of committed capital during the fund's investmeatipd and approximately 0.75% of invested capitirahe expiration of the fund's
investment period. Typically, an investment peiimdefined as a period of up to six years. Theadangth of the period may be shorter based
on the timing and use of committed capital.

For periods prior to the Transactions, K&&ned fees from the KPE Investment Partnershigtwivere determined quarterly based on
25% of the sum of (i) that fund's equity up to amduding $3 billion multiplied by 1.25% plus (iihat fund's equity in excess of $3 billion
multiplied by 1%. For purposes of calculating thenagement fee, equity was an amount defined imdreagement agreement. Subsequent to
the Transactions, fees earned from the KPE InvedtRPartnership are eliminated in consolidation.

Management fees received from consolid&t€R Funds are eliminated in consolidation. Howelmcause these amounts are funded by,
and earned from, noncontrolling interests, KKRIeadted share of the net income from consolidat&& kcunds is increased by the amount of
fees that are eliminated. Accordingly, the elimioatof the fees does not have an effect on théngetme attributable to Group Holdings or
Group Holdings' partners' capital.

KKR's private equity funds require the ngerment company to refund up to 20% of any cash gemant fees earned from limited
partners in the event that the funds recognizar@edainterest. At such time as the fund recognaearried interest in an amount sufficient to
cover 20% of the management fees earned or a pdhtéreof, a liability to the fund's limited partaas recorded and revenue is reduced fo
amount of the carried interest recognized, noiteeed 20% of the management fees earned. As ofnltiEre31, 2009, the amount subject to
refund for which no liability has been recordedatet! $148.9 million as a result of certain fundsyes recognizing sufficient carried interests.
The refunds to the limited partners are paid, &editbilities relieved, at such time that the uhylag investments are sold and the associated
carried interests are realized. In the event tHahd's carried interest is not sufficient to coa#ror a portion of the amount that represents 20%
of the earned management fees, these fees woulterreturned to the funds' limited partners, inoadance with the respective fund
agreements.

KKR Financial Holdings LLC ("KFN")

KKR's management agreement with KFN prosi@enong other things, that KKR is entitled to aierfees, consisting of a base
management fee and incentive fee. KKR earns arbasagement fee, computed and payable monthly éairbased on an annual rate of
1.75% of adjusted equity, which is an amount defimethe management agreement. The managementagnealso provides for a quarterly
incentive fee if KFN's financial performance exceedrtain benchmarks. Once earned, there are nesjoms for clawbacks of incentive fees
received from KFN.
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Investment Funds
KKR Strategic Capital Func

KKR has entered into management agreemwtitshe side-by-side funds comprising the KKR &gac Capital Funds pursuant to which
it has agreed to provide them with management #met services. Under the management agreemeniresgine cases, other documents
governing the individual funds, KKR is entitledrieceive management and incentive fees.

KKR earns a base management fee, computkgayable monthly in arrears. The management agmetalso provided for an incentive
fee if the fund's financial performance exceedsagebenchmarks. These incentive fees, is any, aeceued annually, after all contingencies
had been removed. Once earned, there are no pmawiir clawbacks of incentive fees received fromgide-by-side funds comprising the
KKR Strategic Capital Funds. Effective Decembe2d09, KKR waived any future incentive fees.

Management and incentive fees received fronsolidated KKR Strategic Capital Funds have eninated. However, because these
amounts are funded by, and earned from limitedhpast KKR's allocated share of the net income fecomsolidated KKR Funds is increasec
the amount of fees that are eliminated. Accordintilg elimination of the fees does not have arcefia net income attributable to Group
Holdings or Group Holdings partners' capital.

Capital Solutions Funds

KKR's management agreement for its capishitions funds that principally invest in lesauiid credit products and capital solution
investments provides for management fees and ddmnierest. In the fund's investment period, mansge fees are determined quarterly be
on a fixed annual rate of the average capital dmutipns made in connection with portfolio investiteeand a fixed annual rate on the average
uncalled capital commitment. After the fund's inwesnt period, management fees are determined glyavtesed on a fixed rate on the net
asset value of the fund. For the purpose of cdlicigdhe management fees, the investment periaetage capital contributions made in
connection with portfolio investments, average Uiedacapital commitment, and net asset value aregelefined in the management
agreement. In addition, the management agreememwidess for a carried interest on investment digpmsiproceeds in excess of the capital
contributions made for such investment. The caiinéstest is subject to a preferred return priocany distributions of carried interest.

Structured Finance Vehicle:

KKR's management agreements for its stradtfinance vehicles provide for senior collatenanagement fees and subordinate collateral
management fees. Senior collateral managemenafeatetermined based on an annual rate of 0.15%llateral and subordinate collateral
management fees are determined based on an aateiaf 0.35% of collateral. If amounts distributabh any payment date are insufficient to
pay the collateral management fees according tptioeity of payments, any shortfall is deferredigrayable on subsequent payment dates.
KKR has the right to waive all or any portion ofyagollateral management fee. For the purpose clutating the collateral management fees,
collateral, the payment dates, and the prioritpafments are terms defined in the management agréem

Separately Managed Accoun

KKR's management agreements for certaionswlidated fixed income oriented funds referredddSeparately Managed Accounts"
principally invest in liquid strategies, such agdmged loans and high yield bonds and providenfanagement fees determined quarterly basec
on a fixed rate percentage of the fund's averagasset value. For purposes of calculating the gemant fee, the average net asset value
amount defined in the management agreements.
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Investment Income

Investment income consists primarily of tiet impact of: (i) realized and unrealized gaind bbsses on investments, (ii) dividends,
(iii) interest income, (iv) interest expense angffreign exchange gains and losses relating tk+ttamarket activity on foreign exchange
forward contracts and foreign currency options.riédrinterests and similar distribution rights geally entitle KKR to a percentage of the
profits generated by a fund as described beloweblimed gains or losses result from changes irvédire of investments during the period, .
are included in Net Gains (Losses) from Investrfativities. Upon disposition of an investment, gmsly recognized unrealized gains or
losses are reversed and a realized gain or lgesagnized.

Carried interests entitle the general gartf a fund to a greater allocable share of tinel'Biearnings from investments relative to the
capital contributed by the general partner andespondingly reduce noncontrolling interests' attdble share of those earnings. Amounts
earned pursuant to carried interests are includeadvastment income in Net Gains (Losses) from $thwment Activities and are earned by the
general partner of those funds to the extent thamdative investment returns are positive. If thiesestment returns decrease or turn negative
in subsequent periods, recognized carried intevifidbe reduced and reflected as investment logSasied interest is recognized based on the
contractual formula set forth in the instrumentsegaing the fund as if the fund was terminatechatreporting date with the then estimated
values of the investments realized. Due to thereidd durations of KKR's private equity funds, mamagnt believes that this approach results
in income recognition that best reflects the padgérformance of KKR in the management of thoselfu Carried interest recognized
(reversed) amounted to approximately $832 mill#&(i,197) million and $306 million for the years eddDecember 31, 2009, 2008 and 2007,
respectively.

The instruments governing KKR's privateiggfunds generally include a "clawback" or, intaén instances, a "net loss sharing" provi
that, if triggered, may give rise to a contingebligation that may require the general partneetann or contribute amounts to the fund for
distribution to investors at the end of the lifetloé fund.

Clawback Provision

Under a "clawback" provision, upon the l@ation of a private equity fund, the general pertis required to return, on an after-tax basis,
previously distributed carry to the extent thate do the diminished performance of later investmglhie aggregate amount of carry
distributions received by the general partner dutire term of the fund exceed the amount to whiehgeneral partner was ultimately entitled.
As of December 31, 2009, the amount of carried@steKKR principals have received, that is subjedhis clawback provision was
$716.2 million, assuming that all applicable prézagjuity funds were liquidated at no value, a filityi which KKR believes to be remote.
Had the investments in such funds been liquidateidesr December 31, 2009 fair values, the clawbadigation would have been
$84.9 million of which $77.1 million is due fromféiites and $7.8 million is due from noncontroflimterest holders.

Prior to the Transactions, certain KKR pifrals who received carried interest distributiarith respect to the private equity funds had
personally guaranteed, on a several basis andctubja cap,
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the contingent obligations of the general partoéisertain private equity funds to repay amountiuta limited partners pursuant to the gen
partners' clawback obligations. The terms of then$actions require that KKR principals remain resgade for any clawback obligations
relating to carry distributions received prior ke tTransactions up to a maximum of $223.6 millidocordingly, at December 31, 2009, KKR
has recorded a receivable of $77.1 million withimeOrom Affiliates on the statements of financiahdition for the amount of the clawback
obligation required to be funded by KKR principadee Note 12 "Commitments and Contingencies."

Carry distributions arising subsequenti® Transactions will be allocated to Group HoldjngkR Holdings and to carry pool participa
in accordance with the terms of the instrumentsegung the KKR Group Partnerships. Any clawbackgsilons relating to carry distributions
subsequent to the Transactions will be the respiitgiof the KKR Group Partnerships and carry ppatticipants.

Net Loss Sharing Provisiol

The instruments governing certain of KKR'iwate equity funds may also include a "net Idsar&g provision," that, if triggered, may
give rise to a contingent obligation that may regtihe general partners to contribute capital éoftimd, to fund 20% of the net losses on
investments. In connection with the "net loss stiaprovisions,” certain of KKR's private equity fisallocate a greater share of their
investment losses to KKR relative to the amountgridouted by KKR to those vehicles. In these vedgckuch losses would be required to be
paid by KKR to the limited partners in those veégin the event of a liquidation of the fund redesd of whether any carried interest had
previously been distributed. Based on the fair reavialues as of December 31, 2009, the net losthghabligation would have been
approximately $93.6 million, all of which is attitable to the KKR Group Partnerships. If the vedgalvere liquidated at zero value, the
contingent repayment obligation would have beenm@pmately $1,182.7 million as of December 31, 2088e Note 12 "Commitments and
Contingencies." Unlike the "clawback" provisiond{K will be responsible for amounts due under ns$ Isharing arrangements and will
indemnify its principals for personal guarantees they have provided with respect to such amounts.

In KKR's private equity funds where theoalition of cumulative net losses is proportionghi capital contributed by the partners in the
fund, KKR will not earn any carried interest in tfiand until all such losses have been recoveresdo8ses are recovered, income is allocated
in proportion to the capital contributed until tuemd has reached a net positive investment reairwhich time carried interest is recognized
and income is allocated as described above. THerpence of each fund is independent from all ofbeds and the losses to be recovered
vary from fund to fund based on the size and peréorce of the underlying investments in each fund.

Employee Compensation and Benefits

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

Historically, employee compensation anddfién expense has consisted of base salaries anté® paid to employees who were not
Senior Principals. Payments made to our Seniorcipais
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included partner distributions that were paid to anior Principals and accounted for as capittibutions as a result of operating as a
partnership. Accordingly, KKR did not record anypayee compensation and benefits charges for paggnmeade to Senior Principals for
periods prior to the completion of the Transactions

Following the completion of the Transactpall of the Senior Principals and other employeesgive a base salary that is paid by KKR
and accounted for as employee compensation anditsezxense. Employees are also eligible to rexdigcretionary cash bonuses based on
performance criteria, overall profitability and ettmatters. While cash bonuses paid to most emetogee funded by KKR and result in
customary employee compensation and benefits chatgeh bonuses that are paid to certain of out seosor employees are funded by KKR
Holdings with distributions that it receives on KR Group Partnership Units. To the extent thatrithutions received by these individuals
exceed the amounts that they are otherwise entidléarough their vested units in KKR Holdings stleixcess will be funded by KKR Holdings
and reflected in compensation expense in the stateaf operations.

Equity-based Payments

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

Compensation paid to non-employee operatimgsultants to KKR's businesses in the form oftgdsi recognized as general,
administrative and other expense. Unlike employgste awards, the cost of services received in argle for an award of an equity instrurr
to service providers is measured at each vestitey dad is not measured based on the grant-datesiae of the award unless the award is
vested at the grant date. Equity based awardslthabt require the satisfaction of future servicperformance criteria (i.e., vested awards) are
expensed immediately. Equity based awards thairethe satisfaction of future service or perforwewriteria are recognized over the
relevant service period, adjusted for estimateteftures of shares not expected to vest, basetiefatr value of the award on each reporting
date and adjusted for the actual fair value ofativard at each vesting date. Accordingly, the meabsualue of the award will not be finalized
until the vesting date.

Profit Sharing Plans

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

Subsequent to the Transactions, with regpa€KR's active and future funds and co-investtmehicles that provide for carried interest,
KKR will allocate to its principals, other profeesals and
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operating consultants a portion of the carriedregeearned in relation to these funds as patsafarry pool. KKR currently allocates
approximately 40% of the carry it earns from thiesels and vehicles to its carry pool. These amoargsaccounted for as compensatory profit-
sharing arrangements in conjunction with the relarried interest income and recorded as compensatpense for KKR employees and
general and administrative expense for operatimgwaants. For the year ended December 31, 20@3,.4illion and $2.8 million was
charged to compensation and benefits and genedaddministrative expense, respectively of which@23nillion was a one time charge
recorded immediately subsequent to the Transactions

To the extent previously recorded carrigériest is adjusted to reflect decreases in thenlyidg funds' valuations at period end, related
profit sharing amounts previously accrued are ddgliand reflected as a credit to current periodpamation expense.

Foreign Currency

Foreign currency denominated assets abdities are primarily held through the KKR Fund®reign currency denominated assets and
liabilities are translated using the exchange rptesailing at the end of each reporting periodsu®s of foreign operations are translated at the
weighted average exchange rate for each reporériggh Translation adjustments are included inentrincome to the extent that unrealized
gains and losses on the related investment anededlin income, otherwise they are included as@poment of accumulated other
comprehensive income until realized. Foreign cuweyegains or losses resulting from transactionsidetsf the functional currency of a
consolidated entity are recorded in income as necliand were not material during the years endext@ber 31, 2009, 2008, and 2007.

Income Taxes

Prior to the completion of the TransactidiKR operated as a partnership or limited liapitbmpany for U.S. federal income tax
purposes and mainly as a corporate entity in ndh-furisdictions. As a result, income was not scibje U.S. federal and state income taxes.
Generally, the tax liability related to income ezttrby these entities represented obligations oK&KIR principals and have not been reflected
in the historical financial statements. Income tagleown on the statements of operations prioradltnsactions are attributable to the New
York City unincorporated business tax and otheotine taxes on certain entities located in non-UiSsdlictions.

Following the Transactions, the KKR GrowugtRerships and certain of their subsidiaries cortito operate in the U.S. as partnerships for
U.S. federal income tax purposes and generallpgsocate entities in non-U.S. jurisdictions. Acdagly, these entities in some cases continue
to be subject to New York City unincorporated besitaxes, or nod-S. income taxes. In addition, certain of the iholvned subsidiaries
Group Holdings and the KKR Group Partnerships algest to federal, state and local corporate inctares at the entity level and the related
tax provision attributable to Group Holdings' shaf¢his income is reflected in the financial stagnts.

Subsequent to the Transactions, KKR usetidhility method to account for income taxes @c@dance with GAAP. Under this method,
deferred tax assets and liabilities are recogniaethe expected future tax consequences of diffege between the carrying amounts of assets
and liabilities
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and their respective tax basis using currently tthtax rates. The effect on deferred assets ahiliies of a change in tax rates is recognized
in income in the period when the change is ena®eterred tax assets are reduced by a valuatiowatice when it is more likely than not that
some portion or all the deferred tax assets willberealized.

Tax laws are complex and subject to difféieterpretations by the taxpayer and respectoxegimental taxing authorities. Significant
judgment is required in determining tax expenseiar@aluating tax positions including evaluatingartainties. KKR reviews its tax positic
guarterly and adjusts its tax balances as newnmdtion becomes available.

For the purposes of calculating uncertaingositions, KKR measures the tax benefit of qumditions by determining the largest amount
that is greater than 50% likely of being realizgdm settlement, presuming that the tax positie@xamined by the appropriate taxing authority
that has full knowledge of all relevant informatidihese assessments can be complex and requircsighjudgment. To the extent that
KKR's estimates change or the final tax outcomthe$e matters is different than the amounts redplech differences will impact the inco
tax provision in the period in which such deterntiiras are made. If the initial assessment failesult in the recognition of a tax benefit, Kl
regularly monitors its position and subsequentbogmizes the tax benefit if (i) there are changesx law or analogous case law that
sufficiently raise the likelihood of prevailing @ne technical merits of the position to more-likéian-not, (ii) the statute of limitations expires,
or (iii) there is a completion of an audit resultiim a settlement of that tax year with the appedpragency. Interest and penalties, if any, are
recorded within the provision for income taxes iIKKs statements of operations and are classifietth@istatements of financial condition with
the related liability for unrecognized tax benefits

Recently Issued Accounting Pronouncements

Effective January 2009, KKR adopted guigaon the accounting and financial statement prasientof noncontrolling (minority)
interests. The guidance requires reporting entitiggesent non-redeemable noncontrolling interastsquity (as opposed to a liability or
mezzanine equity) and provides guidance on theusttw for transactions between an entity and notrodling interest holders. As a result,
(2) with respect to the statements of financialditton, noncontrolling interests have been recfassias a component of Equity, (2) with
respect to the statements of operations, Net Indbes) is presented before noncontrolling interesitd the statements of operations net tc
Income (Loss) Attributable to Group Holdings, aBjlWith respect to the statements of changes iityequroll forward column has been
included for noncontrolling interests. The prestotaand disclosure requirements have been appiedspectively for all periods presented in
accordance with the issued guidance. The guiddroecharifies the scope of accounting and reportarglecreases in ownership of a
subsidiary to include groups of assets that cansté business. The scope clarification did noetewmaterial impact on the KKR financial
statements.

Effective January 1, 2009, KKR adopted guick issued by the FASB regarding disclosures aterittative instruments and hedging
activities. The purpose of the guidance is to imprbnancial reporting of derivative instrumentsldredging activities. The guidance requires
enhanced disclosures to enable investors to hettégrstand how those instruments and activitieseeunted for, how and why they are used
and their effects on an entity's financial positifimancial performance and cash
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flows. The adoption resulted in additional requidéstlosures relating to derivative instrumentsiclithave been reflected in the accompan
financial statements.

Effective January 1, 2009, KKR adopted guaick on the determination of the useful life oaigible assets. The guidance amends the
factors an entity should consider in developingereal or extension assumptions used in determimiagiseful life of recognized intangible
assets. The new guidance applies prospectively)tmiangible assets that are acquired individuadlyith a group of other assets and (b) both
intangible assets acquired in business combinatiodsasset acquisitions. KKR did not acquire amgrigible assets during the year ended
December 31, 2009.

In April 2009, the Financial Accounting Btiards Board ("FASB") updated Accounting Stand&ddification Section 820 ("ASC 820")
in order to help constituents estimate fair vallewthe volume and level of activity have signifitp decreased for an asset or liability
recorded at fair value, as well as including gu@aan identifying circumstances that indicate agseation is not orderly. The updated
accounting guidance was effective for interim andual reporting periods ending after June 15, 2@68,shall be applied prospectively. Early
adoption is permitted for periods ending after Nat&, 2009. The adoption of this ASC 820 updatendichave a material impact on KKR's
financial statements.

In April 2009, the FASB updated Accountidandards Codification Section 320 ("ASC 320") tovide new guidance on the recognition
of other-than-temporary impairments of investmémtdebt securities and provide new presentationdisclosure requirements for other-than-
temporary impairments of investments in debt andtggecurities. The updated accounting guidanedfective for financial statements isst
for interim or annual periods ending after JuneZl®)9. The adoption of this ASC 320 update didhave a material impact on KKR's finant
statements.

In April 2009, the FASB updated Accounti@tandards Codification Section 825 ("ASC 825")aquire disclosures about fair value of
financial instruments in interim reporting perio&sich disclosures were previously required onlgrinual financial statements. The updated
disclosure guidance was effective for financiatesteents issued for interim or annual periods enditey June 15, 2009. The adoption of this
ASC 825 update did not have a material impact ofRkKinancial statements.

In June 2009, the FASB issued StatementlEd,Amendments to FASB Interpretation No. 46éRY the FASB subsequently codified it
as ASU 2009-17, updating ASC Section 8C0nsolidations The objective of ASU 2009-17 is to improve fineheeporting by enterprises
involved with variable interest entities. The FABBdertook this project to address (1) the effentsertain provisions of FASB Interpretation
No. 46,Consolidation of Variable Interest Entities—an hpieetation of ARB No. 51, as revis€@IN 46(R)"), as a result of the elimination of
the qualifying special-purpose entity concept inAB09-16, and (2) constituent concerns about pipdiGation of certain key provisions of
FIN 46(R), including those in which the accountanyd disclosures under the interpretation do noagdwprovide timely and useful informati
about an enterprise's involvement in a variablergdt entity. ASU 2009-17 shall be effective athefbeginning of the reporting entity's first
annual reporting period that begins after Novenif#2009, for interim periods within that first arah reporting period, and for interim and
annual reporting periods thereafter. Earlier aion is prohibited. During February 2010, the scopthe ASU was modified to indefinitely
exclude certain entities from
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the requirement to be assessed for consolidati&iR I§ currently evaluating the potential impactstof adoption of ASU 2009-17 on its
statements of operations and financial condition.

In July 2009, the FASB issu&tle FASB Accounting Codification and the Hierarohyenerally Accepted Accounting Principless
defined in Accounting Standards Codification Setctl®5 ("Codification™). Codification will becomedtsource of authoritative U.S. GAAP
recognized by the FASB to be applied by nongoventaientities. Rules and interpretive releasesief3ecurities and Exchange Commission
("SEC") under authority of federal securities laave also sources of authoritative GAAP for SECgtegits. On the effective date of this
Statement, the Codification will supersede all tegisting non-SEC accounting and reporting starslaktl other non-SEC accounting
literature not included in the Codification will t@me nonauthoritative. The Codification is effeetfer financial statements issued for interim
and annual periods ending after September 15, ZU@Yadoption of this guidance is limited to distlee in the financial statements and the
manner in which KKR refers to GAAP authoritativeetiature, there was no material impact on KKR'arfrial statements.

In September 2009, the FASB issued Accognitandards Update ("ASU") No. 2009-0&;ome Taxes (Topic 740)—Implementation
Guidance on Accounting for Uncertainty in Incomex@d@and Disclosure Amendments for Nonpublic Eaf{t®&SU 2009-06") which amended
Accounting Standards Codification Subtopic 7401h8pme Taxes—OverallThe updated guidance considers an entity's &mséniat it is a
tax-exempt not for profit or a pass through erditya tax position that requires evaluation undétdhic 740-10. In addition, ASU 2009-06
provided implementation guidance on the attributtbimcome taxes to entities and owners. The religedance is effective for periods end
after September 15, 2009. The adoption of ASU 20®@id not have a material impact on the finansiatements.

In September 2009, the FASB issued ASU2009-12, Fair Value Measurements and Disclosurepi¢T820)—Investments in Certain
Entities That Calculate Net Asset Value per Shardt§ Equivalent) ("ASU 20(-12") which amended Accounting Standards Codifocati
Subtopic 820-10, Fair Value Measurements and Di&oles—Overall The guidance permits, as a practical expediengngity holding
investments in certain entities that calculateasset value per share or its equivalent for whietfair value is not readily determinable, to
measure the fair value of such investments on éiseskof that net asset value per share or its atpritvwithout adjustment. The guidance also
requires disclosure of the attributes of investmavithin the scope of the guidance by major categbinvestment. Such disclosures include
the nature of any restrictions on an investor'itato redeem its investments at the measurematst, diny unfunded commitments and the
investment strategies of the investee. The guidanefective for interim and annual periods endifiggr December 15, 2009 with early
adoption permitted. The adoption of ASU 2009-12rhitl have a material impact on the fair value daeteation of applicable investments.

In January 2010, the FASB issued ASU Nd.0206,Improving Disclosures About Fair Value Measuremevtigch amended ASC 820,
Fair Value Measurements and Disclosu. The updated guidance requires an entity to ptesaniled disclosures about transfers to and from
Level 1 and 2 of the Valuation Hierarchy effectdanuary 1, 2010 and requires an entity to preagechpses, sales, issuances, and settlements
on a "gross" basis within the Level 3 (of the Vdiloia Hierarchy) reconciliation effective January2D11. KKR will adopt the guidance during
2010 and 2011, as
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required, and the adoption will have no impact &R financial position or results of operationewever, it will result in additional required
disclosures.

In February 2010, the FASB updated AccoynBtandards Codification Section 855 ("ASC 855(bsequent Eventsvhich addresses
certain implementation issues related to an estigquirement to perform and disclose subsequemt@rocedures. The updated guidance
requires SEC filers and conduit debt obligors famauit debt securities that are traded in a pubbcket to evaluate subsequent events through
the date the financials are issued. All other mstiare required to "evaluate subsequent evertadhrthe date the financial statements are
available to be issued.” This guidance also exe®Rts filers from disclosing the date through whscihsequent events have been evaluated.
The guidance is effective immediately. KKR has takeo consideration this guidance when evaluasigsequent events and has included in
the financial statements the required disclosures.
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Net Gains (Losses) from Investment Actastin the statements of operations consist prignaefithe realized and unrealized gains and
losses on investments (including foreign excharajesgand losses attributable to foreign-denominaeelstments and related activities) and
other financial instruments. Unrealized gains as&s result from changes in the fair value of tiregestments during a period. Upon
disposition of an investment, previously recogniradealized gains or losses are reversed and settifig realized gain or loss is recognize
the current period. The following table summarig&dR's total Net Gains (Losses) from Investment ®itigs:

Year Ended December 31, 200 Year Ended December 31, 200 Year Ended December 31, 200
Net Realized Net Unrealized Net Realized Net Unrealized Net Realized Net Unrealized
Gains (Losses) Gains (Losses) Gains (Losses) Gains (Losses) Gains (Losses) Gains (Losses)

Private

Equity

Investmer

@) $ (173,549 $ 7,549,49' $ 353,40¢ $(13,333,97) $ 1,500,28' $ (166,51¢)
Other

Investmer

(@) (167,719 560,21¢ (157,30¢) (376,66 56,81¢ (88,88
Foreign

Exchange

Contracts

(b) 6,14¢ (242,62) 40,23 489,75t — (202,91))
Foreign

Exchange

Option(b) 8,78¢ (29,76€) 8,99¢ 21,32¢ — 10,75¢
Futures

Contracts

(b) (3,85¢) — — — — —
Call Options

Written(b) (12 23 3,69¢ (2,025 — 2,02
Securities

Sold Shor

(b) (7,95¢) (6,999 12,36+ (139 — —
Other

Derivative

Liabilities

(b) (4,172 15,03¢ (7,777) (17,149 — —
Contingent

Carried

Interest

Repaymel

Guarantee

(c) (4,46¢€) (13,699 — — — —
Debt

Obligation

(d) 19,76! (12,285 13,81¢ 20,73: — —
Foreign

Exchange

Gains

(Losses)

on Cash

and Cash

Equivalen

held at

Consolida

KKR

Funds(e] 12,62¢ — (14,039 — — —

Total Net




Gains

(Losses)

from

Investmel

Activities $ (314,40)$ 7,819,41. $ 253,41( $(13,198,13) $ 1,557,10. $ (445,529

(a) See Note 4 "Investments".

(b) See Note 6 "Other Assets and Accounts Payable ugddexpenses and Other Liabilities".
(c) See Note 12 "Commitments and Contingencies".

(d) See Note 7 "Debt Obligations".

(e)  See Statement of Cash Flows Supplemental Discle
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Investments, at Fair Value consist of wiefving:

Fair Value
December 31, 200! December 31, 200

Private Equity Investmen $ 27,950,84 $ 20,230,40
Other Investment 1,022,10: 653,11

$ 28,972,94 $ 20,883,51

As of December 31, 2009 and 2008, Investmentsiavélue totaling $5,632,235 and $4,790,255, retpaly, were pledged as collateral
against various financing arrangements. See NbBeBt Obligations."
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4. INVESTMENTS (Continued)
Private Equity Investment

The following table presents KKR's privatplity investments at fair value. The classificasiof the private equity investments are based
primarily on the primary business and the domicltezition of the business.

Fair Value Fair Value as a Percentage of Tote
December 31 December 31 December 31 December 31
2009 2008 2009 2008
North America
Retail $ 4567,69 $ 2,676,80: 16.2% 13.2%
Healthcare 3,609,999 2,285,50! 12.% 11.2%
Financial Service 2,579,30! 2,632,99i 9.2% 13.%
Technology 1,876,56' 970,40¢ 6.7% 4.8%
Energy 1,305,58I 1,412,07! 4.7% 7.C%
Media 1,256,36: 1,138,52! 4.5% 5.6%
Consumer Produc 720,91! 360,39¢ 2.€% 1.8%
Education 683,07( 456,06 2.4% 2.3%
Chemicals 251,05¢ 234,43t 0.¢% 1.2%
Telecom — 34,94¢ 0.C% 0.2%
Hotels/Leisure 6,232 10,17¢ 0.C% 0.1%
North America Total
(Cost: December 31, 200¢
$16,340,262; December 31,
2008, $17,052,851) 16,856,78 12,212,32 60.2% 60.5%
Europe
Manufacturing 2,199,45 2,103,93! 7.% 10.4%
Healthcare 1,953,06! 1,410,68! 7.C% 7.C%
Telecom 1,031,701 710,61: 3.7% 3.5%
Technology 912,82¢ 609,95! 3.2% 3.C%
Recycling 224,82 389,83 0.8% 1.2%
Retail 219,08 236,67: 0.8% 1.2%
Media 185,95 89,06( 0.7% 0.4%
Transportatior 158,65! 154,81( 0.€% 0.8%
Europe Total
(Cost: December 31, 200¢
$10,081,881; December 31,
2008, $10,226,067) 6,885,58. 5,705,55I 24.€% 28.2%
Australia, Asia and Other
Locations
Technology 2,431,64 1,386,98: 8.€% 6.S%
Consumer Produc 653,63: 99,20¢ 2.2% 0.4%
Media 423,74 287,63¢ 1.5% 1.4%
Financial Service 273,87¢ 148,65! 1.C% 0.7%
Telecom 248,51 222,79¢ 0.S% 1.1%
Manufacturing 128,96! 117,24( 0.5% 0.6%
Recycling 48,10( 50,00( 0.2% 0.2%
Australia, Asia and Other
Locations, Total
(Cost: December 31, 2009,
$3,329,389;
December 31, 2008,
$2,703,356) 4,208,47. 2,312,52 15.(% 11.2%

Private Equity Investments
(Cost: December 31, 2009,



$29,751,532; December 3.
2008, $29,982,274) $27,950,84 $20,230,40 100.(% 100.(%
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As of December 31, 2009, private equityestients which represented greater than 5% ofeghassets of consolidated private equity
funds included: (i) Dollar General valued at $3,828; (ii) HCA Inc. valued at $2,128,535; (iii) Adhce Boots valued at $1,953,069; (iv) First
Data valued at $1,476,459; and (v) Legrand S.Aediat $1,418,145.

As of December 31, 2008, private equityestments which represented greater than 5% ofahassets of consolidated private equity
funds included: (i) First Data valued at $1,514;9@p Legrand S.A. valued at $1,501,887; (iii) Egg Future Holdings valued at $1,412,075;
(iv) Alliance Boots valued at $1,410,686; (v) Dollaeneral valued at $1,398,016; (vi) Biomet valae81,054,149; and (vii) Legg Mason
valued at $1,053,059.

The majority of the securities underlyingK's private equity investments represent equityisges. As of December 31, 2009 and 2008,
the aggregate amount of investments that were tila@requity securities were $2,814,030 and $22¥B5 respectively.

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

Fair Value
December 31, 2009 December 31, 2008

Corporate Credi

Investments(a $ 877,83( $ 480,17(
Equity Securities(b 76,80¢ 2,84
Other 67,46: 170,09

Total Other Investment:
(Cost: December 31,
2009 $931,955;
December 31, 2008,
$1,120,578 $ 1,022,10: $ 653,11«

€) Represents corporate high yield securities andslatassified as trading securities. Net unrealizading
gains (losses) relating to these investments aredunt$78,479 and ($183,567) as of December 319 200
and 2008, respectively.

(b) Net unrealized trading gains (losses) relatindhesé investments amounted to $10,028 and ($42%) as
December 31, 2009 and 2008, respectiv
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5. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

The following tables summarize the valuatid KKR's investments and other financial instramsemeasured and reported at fair value by
the fair value hierarchy levels described in Not&@mmary of Significant Accounting Policies” asdcember 31, 2009 and December 31,

2008.

Assets, at fair value:

Private Equity Investmen
Other Investment

Total Investment
Foreign Currency Optior

Total Assets

Private Equity Investmen

Other Investment
Total Investment

Unrealized Gains on Foreign Exchat
Forward Contract

Foreign Currency Optior

Total Asset:

Liabilities, at fair value:

Securities Sold, Not Yet Purchas

Unrealized Loss on Foreign Exchar
Contracts

Interest Rate Swe

Call Options

Total Liabilities

December 31, 2009

Level |

Level Il Level llI

Total

$ 6,476,84' $ 2,149,031 $ 19,324,96 $ 27,950,84
75,21¢ 854,81: 92,07t 1,022,10:
6,552,06! 3,003,84. 19,417,03 28,972,94
— 13,05¢ — 13,05¢
$ 6,552,060 $ 3,016,89° $ 19,417,03 $ 28,985,99
December 31, 2008

Level | Level Il Level llI Total
$ 1,908,84! $ 2,164,93. $ 16,156,62 $ 20,230,40
155,02( 335,23° 162,85’ 653,11
2,063,86! 2,500,171 16,319,48. 20,883,51
— 84,09« — 84,09
— 45,81¢ — 45,81¢
$ 2,063,86! $ 2,630,081 $ 16,319,48 $ 21,013,42

December 31, 2009

Level | Level Il Level llI Total
$ 82,88t $ 86t $ — $ 83,75:
— 125,171 — 125,17:
— 2,11¢ — 2,11¢
8( — — 80
$ 8296 $ 128150 $ — $ 211,12
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5. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS  (Continued)

December 31, 2008

Level | Level Il Level I Total
Securities Sold, Not Yet Purchas $ 1,91¢ $ — 3 — 3 1,91¢
Interest Rate Sws — 12,53¢ — 12,53¢
Total Return Swa — 4,61(C — 4,61(
Total Liabilities $ 1,91¢ $ 17,14¢ % — 3 19,06¢

The following table summarizes KKR's Lelleinvestments and other financial instrumentsvbjuation methodology as of December
2009:

December 31, 200!

Private Equity Other Total Level I
Investments Investments Holdings

Third-Party Fund

Managers 0.C% 0.2% 0.2%
Public/Private

Company

Comparables an

Discounted Cast

Flows 99.5% 0.2% 99.7%

Total 99.5% 0.5% 100.(%

The changes in investments and other fiadimstruments measured at fair value for whichRKKas used Level Il inputs to determine
fair value for the year ended December 31, 20092808 are as follows:

Year ended
December 31, 2009

Balance, Beginning of Peric $ 16,319,48
Transfers Ir 592,57
Transfers Ou (4,390,58I)
Purchase 1,531,80:
Sales (484,79))
Net Realized Gains (Losse (298,36))
Net Unrealized Gains (Losse 6,146,90.
Balance, End of Peric $ 19,417,03
Changes in Net Unrealized Gains (Losses)

Included in Net Gains (Losses) from

Investment Activities (including foreign

exchange gains and losses attributable tc

foreign-denominated investments) relate

Investments still held at Reporting Di $ 3,366,54
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5. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS  (Continued)

The Transfers Out of Level Il noted in the tab®ae are principally attributable to the ReorgatisraTransactions and private equity
investments in certain portfolio companies that tieadr initial public offerings during the period.

Year ended
December 31, 2008

Balance, Beginning of Peric $ 24,391,14
Transfers Ir —
Transfers Ou —
Purchase 2,101,55
Sales (610,670)
Net Realized Gains (Losse 150,24(
Net Unrealized Gains (Losse (9,712,78)
Balance, End of Peric $ 16,319,48
Changes in Net Unrealized Gains (Los:

Included in Net Gains (Losses) from

Investment Activities (including foreign

exchange gains and losses attributable t

foreign-denominated investments) relate

Investments still held at Reporting D $ (9,880,08)

Total realized and unrealized gains and lossegdeddor Level Ill investments are reported in ietins (Losses) from Investment Activities
in the statements of operations.

The carrying amounts of cash and cash etgrits, restricted cash and cash equivalents,rdoedffiliates, accounts payable, accrued
expenses and other liabilities approximate faingalue to their short-term maturities. KKR's ddiitgations bear interest at floating rates and
therefore fair value approximates carrying value.
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6. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES
Other assets consist of the following:

December 31, 2009 December 31, 2008

Interest Receivabl $ 54,97: $ 42,75
Intangible Assets, net(; 31,88¢ 35,67¢
Furniture & Fixtures, net

(b) 29,58 38,96¢
Deferred Tax Assel 24.,61¢ 3,61(
Leasehold Improvements

net(b) 21,39( 19,247
Foreign Currency Option

(c) 13,05t 45,81¢
Deferred Financing Cos 10,95 18,07(
Unsettled Investment

Trades(d’ 7,73: —
Prepaid Expense 5,57: 4,24:
Unrealized Gains on

Foreign Exchange

Forward Contracts(e — 84,09
Other 23,28¢ 20,79:

$ 223,05. $ 313,26¢

€)) Net of accumulated amortization of $5,999 and $2 &4 of December 31, 2009 and 2008, respectively.

(b)

(€)

(d)

()

Amortization expense totaled $3,788 and $2,211Heryears ended December 31, 2009 and 2008,
respectively. There was no amortization expenséhyear ended December 31, 2007 as the intasgible
were purchased in 2008.

Net of accumulated depreciation and amortizatiof6df,170 and $50,276 as of December 31, 2009 and
2008, respectively. Depreciation and amortizatiopease totaled $9,799, $17,352 and $4,542 for dlagesy
ended December 31, 2009, 2008, and 2007, resplgctive

Represents a hedging instrument used to managgriaechange risk. The instrument is measurediat fa
value with changes in fair value recorded in NeinGdLosses) from Investment Activities in the
accompanying statements of operations. See Nd¥e8Gains (Losses) from Investment Activities" floe
net changes in fair value associated with thigimséent. The cost basis for this instrument at Ddumm31,
2009 and 2008 was $10,741 and $13,736, respectively

Represents amounts due from third parties for imvests sold for which cash has not been received as
December 31, 2009.

Represents derivative financial instruments useddoage foreign exchange risk arising from certain
foreign denominated private equity investments.hSaostruments are measured at fair value with caang
in fair value recorded in Net Gains (Losses) frawelstment Activities in the accompanying statements
operations. The fair value of these instrumentsfd¥ecember 31, 2009 was an unrealized loss fob 4172
and was reported in Accounts Payable, Accrued Esggeand Other Liabilities. See Note 3 "Net Gains
(Losses) from Investment Activities” for the netolges in fair value associated with these instriasn
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6. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES (Continued)

Accounts Payable, Accrued Expenses andrQibbilities consist of the following:

December 31, 2009 December 31, 2008

Amounts payable to cari

pool (a) $ 200,91¢ $ 12,34:
Unrealized Losses on

Foreign Exchange

Forward Contracts(k 125,17 —
Interest Payabl 114,80° 92,61¢
Accounts Payable ar

Accrued Expense 87,02: 40,12¢
Securities Sold, Not Yet

Purchased(c 83,75 1,91¢
Deffered Tax Liabilities 67,24: —
Unsettled Investmer

Trades(d 14,14¢ 13,18:
Accrued compensation a

benefits 8,09/ 547
Deferred Revenu 3,53¢ 4,65¢
Derivative Liabilities(e] 2,11¢ 17,14¢
Other 4,89: 3,012

$ 711,70 $ 185,54¢
(@) Represents the amount of carried interest payalfé&KR's principals, other professionals and sektcibel

(b)

(€)

(d)

()

individuals with respect to KKR's active funds arwdinvestment vehicles that provide for carrieeiest.
See Note 2 "Significant Accounting Policies—Pr&fitaring Plans".

Represents derivative financial instruments useddoage foreign exchange risk arising from certain
foreign denominated private equity investments.hSaostruments are measured at fair value with caang
in fair value recorded in Net Gains (Losses) frawelstment Activities in the accompanying statemehts
operations. The fair value of these instrumentsfd®ecember 31, 2008 was an unrealized gain forGBY
and was reported in Other Assets. See Note 3 "MdetgFLosses) from Investment Activities" for thet n
changes in fair value associated with these instnim

Represents securities sold short, which are oldigatof KKR to deliver a specified security at anttacted
price at a future point in time. Such securities @easured at fair value with changes in fair vedwerded

in Net Gains (Losses) from Investment Activitieghie accompanying statements of operations. See 3ot
"Net Gains (Losses) from Investment Activities” fbe net changes in fair value associated withethes
instruments. The cost basis for these instrumerieaember 31, 2009 and 2008 was $76,628 and $1,785
respectively.

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

Represents derivative financial instruments useddoage credit and market risk arising from cerésiset
and liabilities. Such instruments are measurediavlue with changes in fair value recorded it 8ains
(Losses) from Investment Activities in the accomypag statements of operations. See Note 3 "Net$ain
(Losses) from Investment Activities" for the netolges in fair value associated with these instrusn
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7. DEBT OBLIGATIONS
Debt obligations consist of the following:

December 31, 2009 December 31, 2008

Investment Financin

Arrangement: $ 1,326,48! $ 1,314,91
KKR Revolving Credit
Agreement 733,69° 1,090,21.

$ 2,060,18" $ 2,405,12!

Investment Financing Agreements:

Certain of KKR's private equity funds hargered into financing arrangements with majorrfoial institutions in connection with speci
investments with the objective of enhancing retulitese financing arrangements are not direct atitigs of the general partners of KKR's
private equity funds or its management companissoffDecember 31, 2009, KKR had made $2,588.3aniiln private equity investments, of
which $1,326.5 million was funded using these fiting arrangements. Total availability under thésarfcing arrangements amounted to
$1,328.6 million as of December 31, 2009.

Of the $1,326.5 million of financing, $16.4 million was structured through the use of togtlirn swaps which effectively convert third
party capital contributions into borrowings of KKBpon the occurrence of certain events, includimgeent based on the value of the
collateral and events of default, KKR may be reggito provide additional collateral up to the amdaorrowed plus accrued interest, under
terms of these financing arrangements. The perramates of interest payable for the financings eaingm three-month LIBOR plus 0.90% to
three-month LIBOR plus 1.75% (rates ranging fro@P4 to 2.0% as of December 31, 2009). On Januarg@8), $350 million was repaid.

The remaining $180.1 million of financingsvstructured through the use of a syndicated &maha revolving credit facility (the "Term
Facility"). The per annum rate of interest for e@ohrowing under the Term Facility is equal to Bleomberg United States Dollar Interest
Rate Swap Ask Rate plus 1.75% at the time of eactotving under the Term Facility (rates range fré/®3% to 7.2% at December 31, 2009)
for the first five years of the loan. Commencingtba fifth anniversary of the Term Facility, ther ganum rate of interest will equal the one
year LIBOR rate plus 1.759

KKR Revolving Credit Agreements:
Management Company Credit Agreement

On February 26, 2008, KKR entered intoeaditragreement with a major financial institutidine Management Company Credit
Agreement provides for revolving borrowings of ot billion, with a $50 million sublimit for swirige notes and a $25 million sublimit for
letters of credit. The facility has a term of thyears that expires on February 26, 2011, which beagxtended through February 26, 2013 at
the option of KKR. As of December 31, 2009, $25lioml was outstanding under the Management CompaegiCAgreement, and the interest
rate on such borrowings was approximately 0.7%amuary 2010, the outstanding principal and accintedest as of December 31, 2009 were
repaid.
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7. DEBT OBLIGATIONS (Continued)
KCM Credit Agreement

On February 27, 2008, KKR Capital Markeatteeed into a revolving credit agreement with aonéipancial institution. The KCM Credit
Agreement, as amended, provides for revolving lwaimgs of up to $500 million with a $500 million dirhit for letters of credit. The KCM
Credit Agreement has a maturity date of February2@13. In March 2009, the KCM Credit Agreement \aagended to reduce the amounts
available on revolving borrowings from $700 millicm$500 million. As a result of this amendmeng tounterparty returned approximately
$1.6 million in financing costs. As of December 2009, no borrowings were outstanding under the KCigldit Agreement.

Principal Credit Agreement

In June 2007, the KPE Investment Partnprshtered into a fivgear revolving credit agreement with a syndicateenélers. The Princip
Credit Agreement provides for up to $925.0 millmfrsenior secured credit, subject to availabilityler a borrowing base determined by the
value of certain investments pledged as collatalirity for obligations under the agreement. Téredwing base is subject to certain
investment concentration limitations and the valfithe investments constituting the borrowing biassibject to certain advance rates base
type of investment.

On September 17, 2009 a wholly owned sudnsicbf KKR assumed $65.0 million of commitmentstba Principal Credit Agreement
from one of the counterparties to the PrincipaldiirAgreement. At the time of the assumption, $47iilion of borrowings were outstanding
on the commitment and KKR paid $32.7 million to twinterparty in exchange for the loans and unasatmitment. In consolidation, all
amounts related to these borrowings are eliminatedh result, the remaining $14.9 million has bemorded in Net Gains (Losses) from
Investment Activities in the accompanying statersefitoperations. See Note 3 "Net Gains (Losses) frovestment Activities".

As of December 31, 2009, the interest rateborrowings under the Principal Credit Agreemranged from 1.0% to 1.5%. As of
December 31, 2009, KKR had $708.7 million of borirmyg outstanding. Foreign currency adjustmentsedlto these borrowings during the
period are recorded in Net Gains (Losses) fromdtment Activities in the accompanying statementgparations. See Note 3 "Net Gains
(Losses) from Investment Activities" for foreignroency adjustments related to these borrowings.

December 31, 2009 December 31, 2008

Notional borrowings unde
the Principal Credit

Agreemen $ 684,76¢ $ 937,77(
Borrowings Related t
Lehman 29,40( 31,20(

Foreign currency
adjustments
Less: Unrealized gain
related to borrowings
denominated in Britis
pounds sterling 5,471 14,05¢
Less: Unrealized gai
related to borrowings
denominated in
Canadian dollar — 3,69¢

Total $ 708,69° $ 951,21
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7. DEBT OBLIGATIONS (Continued)

In February 2010, $404.1 million of revalgiborrowings outstanding as of December 31, 208@ wepaid under the Principal Credit
Agreement.

Short-term Loans:

From time to time, KKR may borrow amourdssttisfy general short-term needs of the busibgsgpening short-term lines of credit with
established financial institutions. These amourgsganerally repaid within 30 days, at which tirmetsshort-term lines of credit would close.
There were no such borrowings as of December 319 26d 2008.

KKR's fixed income funds may leverage thpeirtfolios of securities and loans through the afsghort-term borrowings in the form of
warehouse facilities and repurchase agreementseTiierowings used by KKR generally bear interefibating rates based on a spread at
the London Interbank Offered Rate ("LIBOR"). Therere no such borrowings as of December 31, 20026a608.

The following table sets forth informaticelating to the anticipated future cash paymerdsirere associated with KKR's debt obligations
as of December 31, 2009.

Payments due by Period ($ in millions) Amount

<1 Year $ 350.(
1-3 Years 905.1
3-5 Years 180.1
>5 Years 625.(
Total $ 2,060.:

8. INCOME TAXES

Prior to the Transactions, KKR provided few York City unincorporated business tax for agrentities based on a statutory rate of 4%.
Following the Transactions, the KKR Group Partngrskand certain of their subsidiaries will contirtoebe treated as partnerships for U.S.
federal income tax purposes and as corporateemiitinon-U.S. jurisdictions. Accordingly, theséitias in some cases continue to be subject
to the New York City unincorporated business tar@an-U.S. income taxes. In addition, certain ofwhmlly owned subsidiaries of Group
Holdings will be subject to federal, state and laxaporate income taxes.
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8. INCOME TAXES (Continued)
The provision (benefit) for income taxesisigts of the following:

Year Ended December 31,

2009 2008 2007
Current
Federal Income Ta $ 759 $ — $ —
State and Local Income Ti 14,08! (612) 9,75¢
Foreign Income Ta 6,46¢ 6,36¢ 7,04z
Subtotal 28,14t 5,754 16,79¢
Deferred
Federal Income Ta 11,78! — —
State and Local Income Ti 1,70¢ 1,48: (4,839
Foreign Income Ta (4,636 (457) 107
Subtotal 8,85: 1,032 (4,7372)
Total Income Taxe $ 36,99¢ $ 6,78¢ $ 12,06/

The components of the deferred tax asskaluility consist of the following:

As of December 31, 2009

2009 2008
Deferred Tax Assets
Fund Management Fe $ 10,16: $ —
Net Operating Los
Carryforwards 3,47 2,72¢
Employee Compensatic 7,26: 65C
Depreciation and Amortizatic 2,58¢ —
Other 1,12¢ 234

Total Deferred Tax Assets $ 2461t $ 3,61(
Deferred Tax Liabilities

Investment Basis Differenct $ 66,20: $ —
Other 1,04( 837
Total Deferred Tax Liabilities $ 67,24: $ 837

In connection with the completion of theafsactions, KKR recorded an adjustment to equity foet deferred tax liability of $36,547 to
establish opening balances for KKR Management HglliCorp. The components of this amount are indil¢he above table. Deferred tax
assets are included within Other Assets and deféapeliabilities are included in Accounts Payat#lecrued Expenses, and Other Liabilities in
the accompanying Statements of Financial Position.
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8. INCOME TAXES (Continued)
The following table reconciles the Provisi@enefit) for Taxes to the U.S. federal statutiany rate:

Year Ended December 31,

2009 2008 2007
Income Before Taxes

Statutory Ratt $ 2,411,27° $ (521,93) $ 96,52¢
Pass Through Incorr (2,463,09) 521,93t (96,52¢)
Foreign Income Taxe 1,83: 5,91t 7,14¢
State and Local Incom

Taxes 8,81¢ 871 4,91¢
Other 78,16¢ — —

Effective Tax Expens $ 36,99¢ $ 6,78¢ $ 12,06

U.S. income and foreign withholding taxkeswdd not be provided on the undistributed earnisigereign subsidiaries that are essentially
permanent in nature. There were no significantstnibuted earnings at December 31, 2009.

KKR has gross operating loss carryforwand$121,555 and $69,625 in certain local jurisdics for the years ended December 31, 2009
and 2008, respectively. Such loss carryforwardsérexyetween 2028 and 2029.

The following is a tabular reconciliatiohtbe total amounts of unrecognized tax benefits:

Year Ended
December 31
2009

Unrecognized Tax Benefits, Januar $ —
Gross increases in tax positions in prior peri —
Gross decreases in tax positions in prior per —
Gross increases in tax positions in current pe 4,64(
Settlement of tax positior —
Lapse of statute of limitatior —

Unrecognized Tax Benefits, December $ 4,64(

Included in the balance of unrecognizedi@mefits at December 31, 2009 are $4.6 milliotarfbenefits that, if recognized, would affect
the effective tax rate. There were no uncertairptasitions identified for periods before Januargd09. KKR believes that there will not be a
significant increase or decrease to the tax postieithin 12 months of the reporting date.
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8. INCOME TAXES (Continued)

For the year ended December 31, 2009, K&fnded income tax expense of approximately $4lomrelated to uncertain tax positions
taken on state, local and foreign tax returnssthtutes for which remain open. For the year emdszember 31, 2009, KKR's tax provision
included $0.5 million related to interest and $ated to penalties. No such charges were recomtethé years ended December 31, 2008 and
2007 as no uncertain tax positions had been idethtiKKR believes that there will not be a sigradit increase or decrease to the tax positions
within 12 months of the reporting date.

KKR files its tax returns as prescribedthy tax laws of the jurisdictions in which it opers In the normal course of business, KKR is
subject to examination by federal and certain statal and foreign tax regulators. As of Decemier2009, KKR's and the predecessor
entities' state and local tax returns for the y@8@5 through 2009 are open under normal statuieniétions and therefore subject to
examination.

9. EQUITY-BASED COMPENSATION

Upon completion of the Transactions andilgh December 31, 2009, KKR's principals and cem@erating consultants received grants
of 433,723,898 KKR Group Partnership Units. ThegdRKGroup Partnership Units are held through umitK KR Holdings, which owns all of
the outstanding KKR Group Partnership Units thatRK&uernsey does not own through Group Holdingss&hmits are subject to minimum
retained ownership requirements and transfer oéistnis, and allow for the ability to exchange intuts of KKR Guernsey (or a successor
company) on a one for one basis.

Except for any units that vested on the dditgrant, units are subject to service basedngesver a fiveyear period. In addition, units m
be subject to performance based vesting condifioios to exchange. The transfer restriction pexidlilast for a minimum of (i) one year with
respect to one-half of the interests vesting onvasfing date and (ii) two years with respect ®dther ondralf of the interests vesting on st
vesting date. While providing services to KKR, thésdividuals will also be subject to minimum rekad ownership rules requiring them to
continuously hold at least 25% of their vestedriggés. Upon separation from KKR, certain unithoddeill be subject to the terms of a non-
compete agreement that may require the forfeiticedain vested and unvested units should theg@fithe non-compete be violated. Holders
of KKR Group Partnership Units held through KKR Hiolgs are not entitled to participate in distribns made on KKR Group Partnership
Units until such units are vested.

KKR Principal Units —Units granted to principals give rise to periodinployee compensation charges in the statemenjseoitions
based on the grant-date fair value of the awarduhRits vesting on the grant date, compensatioresg is recognized on the date of grant
based on the fair value of a unit (determined usiegclosing price of KKR Guernsey's common urgtsYhe grant date multiplied by the
number of vested units. In conjunction with then&actions, certain principals received vested umiéexcess of the fair value of their
contributed ownership interests in our historicagihesses. Accordingly, to the extent the fair @gkalculated as described above) of any
vested units received in the Transactions excetidetiir value of such principal's contributed metds, compensation expense was recorded ir
the statements of operations.

Compensation expense on unvested unitdsilated based on the fair value of a unit (deteech using the closing price of KKR
Guernsey's units) on the grant date, discountethéor
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9. EQUITY-BASED COMPENSATION (Continued)

lack of participation rights in the expected distitions on unvested units, which ranges from 1%@2%, multiplied by the number of unvested
units on the grant date. Additionally, the calcidlatof compensation expense on unvested units a&ssarforfeiture rate of up to 3% annually
based upon expected turnover by employee classhEgrear ended December 31, 2009, KKR recordegeasation expense of

$451.7 million in relation to equity-based award«&R Group Partnership Units held through KKR Hiolgls to principals. As of

December 31, 2009 there was approximately $1.@bithf estimated unrecognized compensation expestaed to unvested awards. That ¢

is expected to be recognized over a weighted-aequagod of 1.8 years, using the graded attributi@thod, which treats each vesting portion
as a separate award.

Operating Consultant Units—Units granted to operating consultants descriliexva give rise to periodic general, administratine
other charges in the statements of operationsukits vesting on the grant date, expense is rezedron the date of grant based on the fair
value of a unit (determined using the closing pdt&KR Guernsey's units) on the grant date mugigbby the number of vested units. In
conjunction with the Transactions, certain opegationsultants received vested units in excesseofatn value of their contributed ownership
interests in our historical businesses. Accordingiythe extent the fair value (calculated as deedrabove) of any vested units received in the
Transactions exceeded the fair value of such opgrabnsultant's contributed interests, generahiaitrative and other expense was recorded
in the statements of operations.

General, administrative and other expeasegnized on unvested units is calculated baseheofair value of a unit (determined using the
closing price of KKR Guernsey's units) on each rapg date and subsequently adjusted for the asiravalue of the award at each vesting
date. Accordingly, the measured value of thesesuwmilt not be finalized until each vesting date.dittbnally, the calculation of the general
administrative and other expense assumes a fadaitie of up to 3% annually based upon expectemver by class of operating consultant.
For the year ended December 31, 2009, KKR recogéedral, administrative and other expense of $8illln in relation to equity-based
awards of KKR Group Partnership Units held thro#ddR Holdings to operating consultants. As of Decem®1, 2009 there was
approximately $123.5 million of estimated unrecagui general, administrative and other expenseerttatunvested awards based on the total
fair value of the unvested units on that date. Fugeneral, administrative and other charges grea&d to be recognized over a weighted-
average period of 1.8 years, using the gradedation method, which treats each vesting portioa asparate award.
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A summary of the status of KKR's equitydxhawards granted to KKR principals and operatmgsaltants from October 1, 2009 to
December 31, 2009 are presented below:

Weighted Average Grant

Unvested Units Units Date Fair Value
Balance, October 1, 20t —
Granted 433,723,89 $ 8.7¢
Vested(a (265,851,29) $ 9.3t
Exchangec —
Forfeited —
Balance, December 31,

2009 167,872,60 $ 7.87

(@  All of the units granted to Henry Kravis and GeoRygberts were vested immediately upon grant and are
included in this numbe

Unvested units in KKR Holdings as of DecemBl1, 2009 are expected to vest over a weighterhge vesting period of 4.6 years.

REU Units—Upon completion of the Transactions, grants ofrieted equity units based on KKR Group Partnersbigs held by KKR
Holdings were made to professionals, support stafd, other personnel. Such units were granted dhtdesMunded by KKR Holdings and will
not dilute KKR Guernsey's interests in the KKR GrdRartnerships. The vesting of these equity usitontingent on KKR Guernsey's (or a
successor thereto) units becoming listed and tradatie New York Stock Exchange or another U.Sharge. As of December 31, 2009, K
has determined that it is not probable that theisgancy will occur. Accordingly, no compensatiotpense has been recorded related to these
restricted equity units for the year ended Decer3ie2009.

Discretionary Compensation and Discretionar Allocations —Certain KKR principals who hold KKR Group Partri@gsUnits through
KKR Holdings units are expected to be allocatedaaliscretionary basis, distributions on KKR Grdtgortnership Units received by KKR
Holdings. These discretionary amounts, which apeeted to be determined each annual period, etitél@rincipal to receive amounts in
excess of their vested equity interests. Becaugestied units do not have distribution participatigits, any amounts allocated in excess of a
principal's vested equity interests are reflecedraployee compensation and benefits expense. Thaggensation charges have been recc
based on the estimates of amounts expected toitheGmmmpensation charges relating to this discnetip allocation amounted to $28.5 million
for the year ended December 31, 2009.
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10. RELATED PARTY TRANSACTIONS
Due from Affiliates consists of:

December 31, 2009 December 31, 2008

Due from Principals(s $ 77,078 $ —
Due from Related Entitie 20,77¢ 12,287
Due from Portfolio
Companie 18,06 14,33}
Due from Unconsolidatec
Funds 8,06¢ 3,26¢
$ 123,98¢ $ 29,88¢

€) Represents an amount due from KKR principals feramount of the clawback obligation that would be
required to be funded by KKR principals who do hold direct controlling and economic interestsha t
KKR Group Partnerships. In periods prior to thenBactions, such amount was reflected as a cagitigitc
within partners' capital given the KKR principaksldh controlling and economic interests in the histd
KKR. See Note 12 "Commitments and Contingenci

Due to Affiliates consists of:

December 31, 200! December 31, 200

Due to KKR
Holdings, L.P. $ 87,74, $ —

Prior to the Transactions, KKR made aniimdidistribution of certain receivables of our mgement companies to KKR Holdings. These
receivables represented amounts owed by our colasetl KKR Funds to our management companies. Subsetp the distribution of these
receivables, the amounts owed by the KKR Fundpayable to KKR Holdings and as such are no longgable to a consolidated entity.
Accordingly, the payable that exists at the KKR #sirs reflected in Due to Affiliates. In prior pedis, such amounts were eliminated in
consolidation. This amount was paid to KKR HoldimgSanuary 2010.

KKR Financial Holdings LLC ("KFN")

KFN is a publicly traded specialty finara@mpany whose limited liability company interests sted on the New York Stock Exchange
under the symbol "KFN." KFN is managed by KKR k&bt under the common control of the Senior Ppaisi or otherwise consolidated by
KKR as control is maintained by third-party invastdKFN was organized in August 2004 and complégeiitial public offering on June 24,
2005. As of December 31, 2009 and 2008, KFN hadaatated assets of $10.3 billion and $12.5 billi@spectively, and shareholders' equity
of $1.2 billion and $0.7 billion, respectively. 3ba of KFN held by KKR are accounted for as tradiagurities (see Note 2, "Summary of
Significant Accounting PoliciesManagement fees received from consolidated andnsatidated funds") and represented approximaté$o
of KFN's outstanding shares as of December 31, 20092008, respectively. If KKR were to exercideoits outstanding vested options,
KKR's ownership interest in KFN would be approxisiatl.1% and 1.2% of KFN's outstanding shares @&eckember 31, 2009 and 2008,
respectively.
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10. RELATED PARTY TRANSACTIONS (Continued)
Discretionary Investment

Certain of KKR's investment professionais|uding its principals and other qualifying enypdes, are permitted to invest, and have
invested, their own capital in side-by-side investits with its private equity funds. Side-by-sidedstments are investments in Portfolio
Companies that are made on the same terms andiocasdis those acquired by the applicable fundegixthat the side-bgide investments a
not subject to management fees or a carried interbs cash invested by these individuals aggreigddé.7 million, $25.1 million and
$173.8 million for the years ended December 3192@008, and 2007 respectively. These investmeataa included in the accompanying
financial statements.

Aircraft and Other Service:

Certain of the Senior Principals own aiftcthat KKR uses for business purposes in the amjicourse of its operations. These Senior
Principals paid for the purchase of these airaxétft their personal funds and bear all operatirggspnnel and maintenance costs associated
with their operation. The hourly rates that KKR pdgr the use of these aircraft are based on cumarket rates for chartering private aircraft
of the same type. KKR paid $6,903, $7,851 and $b5{8Bthe use of these aircraft during the yeadedrDecember 31, 2009, 2008 and 2007,
respectively.

Facilities

Certain of the Senior Principals are pagre a real-estate based partnership that magairownership interest in KKR's Menlo Park
location. Payments made to this partnership weret®5 $2,426 and $2,073 for the years ended Deae®ih@009, 2008 and 2007,
respectively.

11. SEGMENT REPORTING

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

Private Markets

KKR's Private Markets segment is compriskitis global private equity business, which marsagied sponsors a group of investment
funds and vehicles that invest capital for longr@ppreciation, either through controlling ownepsti a company or strategic minority
positions.

Public Markets

KKR's Public Markets segment is comprisgtharily of its fixed income businesses which mamagpital in liquid credit strategies, such
as leveraged loans and high yield bonds, andikpsisl Icredit products such as mezzanine debt apilat&olutions investments. KKR's capital
solutions effort focuses on special situations &g, including rescue financing, distressed itimgs debtor-in-possession financing and exit
financing.

KKR executes these investment strategieaitih a specialty finance company and a numben&fstment funds, structured finance
vehicles and separately managed accounts.

F-51




Table of Contents

KKR GROUP HOLDINGS L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands Except Where Otherwie Noted)
11. SEGMENT REPORTING (Continued)
Capital Markets and Principal Activities

KKR's Capital Markets and Principal Actigg segment combines the assets KKR acquired i@dnebination Transaction with its global
capital markets business. KKR's capital marketgices include arranging debt and equity financimgtfansactions, placing and underwriting
securities offerings, structuring new investmemiduicts and providing capital markets services.

Key Performance Measure

Fee Related Earnings ("FRE") and EconongtINcome ("ENI") are key performance measures byadanagement. These measures are
used by management in making resource deploymehoerating decisions as well as assessing thalbperformance of each of KKR's
business segments.

FRE

FRE is comprised of segment operating regenless segment operating expenses. The comp@fdfiRE on a segment basis differ from
the equivalent GAAP amounts on a consolidated lassesresult of: (i) the inclusion of managemeasfearned from consolidated funds that
were eliminated in consolidation; (ii) the exclusiof expenses of consolidated funds; (iii) the esidn of charges relating to the amortization
of intangible assets; (iv) the exclusion of chang#ating to carry pool allocations; (v) the exaétusof non-cash equity charges and other non-
cash compensation charges; (vi) the exclusion éicereimbursable expenses and (vii) the exclusforertain non-recurring items.

ENI

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

KKR's reportable segments are presented farigiving effect to the allocation of incomeg#) between Group Holdings and KKR
Holdings and as such represents KKR's businesgah Group Holdings' allocable portion of FRE &l would be calculated as
approximately 30% of the amounts presented leskcapfe income taxes. In connection with the Tratisas, KKR changed the format of its
segment financial information in order to: (i) pesly reflect the economic arrangements resultiognfthe Transactions, and (i) provide more
detail regarding fees and investment income. KKR ddjusted its segment financial information far ylears ended December 31, 2008 and
2007 to reflect these changes, where applicablaeNd these changes impacted economic net income.
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11. SEGMENT REPORTING (Continued)
The following table presents the financiata for KKR's reportable segments as of and ferdar ended December 31, 2009:

Year Ended December 31, 2009
Capital Markets

Private and Principal Total
Markets Public Markets Activities Reportable
Segment Segment Segment Segments
Fees
Management and incentive fe
Management fee $ 41520 $ 50,75¢ $ — $ 465,96:
Incentive fee: — 4,472 — 4,47:
Management and incentive fe 415,20’ 55,22¢ — 470,43:
Monitoring and transaction fee
Monitoring fees 158,24 — — 158,24:
Transaction fee 72,25" — 19,57 91,82¢
Fee Credits(1 (73,900 — (73,900
Net monitoring and transactic
fees 156,59¢ — 19,57 176,17:
Total fees 571,80! 55,22¢ 19,57: 646,60«
Expense:
Employee compensation a
benefits 155,54¢ 24,08¢ 1,71(C 181,34:
Other operating expens 173,34: 20,58¢ 2,03¢ 195,96
Total expense 328,88t 44,67: 3,74¢ 377,30¢
Fee related earning 242,91 10,55« 15,827 269,29¢
Investment income (los:
Gross carried intere 826,19: — — 826,19:
Less: allocation to KKR carry
pool(2) (57,97) — — (57,97
Less: management fee refunds (22,720 — — (22,720
Net carried interes 745,50: — — 745,50:
Other investment income (los 125,28 (5,260 352,92 472,94
Total investment income (los 870,78t (5,260) 352,92 1,218,44!
Income (loss) before noncontrollin
interests in income of
consolidated entitie 1,113,70: 5,29¢ 368,75( 1,487,74
Income (loss) attributable to
noncontrolling interests(« 56& 15 513 1,09:
Economic net income (los $ 1,113,130 $ 527¢ $ 368,237 $ 1,486,65
Total Asset: $ 362,12¢ $ 62,40¢ $ 4,660,13: $ 5,084,66!
Partners' Capite $ 277,06. $ 49,587 $  3,826,24. $ 4,152,88

Q) KKR's agreements with the limited partners of dartd its investment funds require KKR to sharehastich limited
partners a portion of any monitoring and transactees received from portfolio companies and albbedo their funds
("Fee Credits"). Fee Credits exclude fees tha
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11. SEGMENT REPORTING (Continued)

not attributable to a fund's interest in a pordalompany and generally amount to 80% of monitoand transaction fees
allocable to the fund after related expenses aevered.

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

3) Certain of KKR's investment funds require that Kkdund up to 20% of any cash management fees eémoradimited
partners in the event that the funds recognizergedainterest. At such time as the fund recognaearried interest in an
amount sufficient to cover 20% of the managemesd fmarned or a portion thereof, carried interestdsced, not to
exceed 20% of management fees earned. As of Dece&thb2009, the amount subject to management faads, which
will reduce carried interest in future periodsatet! $148.9 million.

4) Represents economic interests that will (i) alledata former principal an aggregate of 1% of peadind losses of KKR's

management companies until a future date andli@gate to a third party investor an aggregate%fdf the equity in
KKR's capital markets busine:

The following table reconciles KKR's total repoteabegments to the financial statements as of anthé year ended December 31,
2009:

As of and for the Year Ended, December 31, 20(

Total Reportable Consolidated and
Segments Adjustments Combined
Fees(a $ 646,60: $ (315,33) $ 331,27:
Expenses(b $ 377,30t $ 818,40: $ 1,195,711
Investment
income
(loss)c) $ 1,21844 $ 653535 $  7,753,80:

Income (loss)

before taxe $ 1,487,74 $ 5,401,62; $ 6,889,36!
Income (loss

attributable

to

noncontroll

interests $ 1,09 $ 6,118,28 $ 6,119,38;
Income (loss

attributable

to KKR

Holdings $ — $ (116,690 $ (116,69¢)
Total assets(t $ 5,084,66; $ 25,136,44 $ 30,221,11
Partners'

Capital(e)

&

4,152,88. $ 23,208,59 $ 27,361,48

(a)  The fees adjustment represents the eliminationteféompany transactions upon consolidation oKiKE
Funds and other adjustments necessary to recdranifesegment reporting measures to consolidated
financial results.

(b)  The expenses adjustment primarily represents tesion of non-cash equity based compensation, the
reflection of allocations to carry pool and othpemating expenses associated with the Transadtions
consolidated expenses and the inclusion of ceoénating expenses upon consolidation of the KKR
Funds.

(c) The investment income (loss) adjustment primaglyresents the inclusion of investment income
attributable to noncontrolling interests upon cdigstion of the KKR Funds
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11. SEGMENT REPORTING (Continued)

(d)  The total assets adjustment primarily represemsritiusion of private equity and other investmehgg
are attributable to noncontrolling interests uponsolidation of the KKR Funds.

(e) The partners' capital adjustment primarily représéime exclusion of the impact of income taxesrgés
relating to the amortization of intangible assats-cash equity based payments and allocations ofyetp
KKR Holdings and other noncontrolling interest heisl

The reconciliation of economic net incortesg) to net income (loss) attributable to Groupditmys as reported in the statements of
operations consists of the following:

Year Ended
December 31, 2009
Economic net income (los $ 1,486,65:
Income taxe: (36,999
Amortization of intangible: (3,78¢
Costs relating to the Transactions (34,84¢)
Adjustments to carry
Allocations to carry pool recorded in
connection with the Transactio (115,540
Non-cash equity based payme (562,379
Allocations to former principal (220
Allocation to KKR Holdings 116,69¢
Net income (loss) attributable to Gro
Holdings $ 849,68!

(@) During the year ended December 31, 2009, KKR'saiWlarkets other operating expenses excluded
$34.8 million incurred in connection with the Trantons. KKR has excluded this charge from its ssgm
financial information as such amount will be notdomsidered when assessing the performance of, or
allocating resources to, each of its business setg@®d is non-recurring in nature. In the stateroén
operations, this charge is included in general,intdtnative and other expensi
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The following table presents the financiata for KKR's reportable segments as of and ferydar ended December 31, 2008:

Year Ended December 31, 2008
Total

Private Markets Public Markets Reportable
Segment Segment Segments
Fees
Management and incentive fe:
Management fee $ 396,39: $ 59,34 $  455,73(
Incentive fee: — — —
Management and incentive fe 396,39 59,34: 455,73t
Monitoring and transaction fee
Monitoring fees 97,25¢ — 97,25¢
Transaction fee 41,30 — 41,307
Fee Credits(1 (22,699 — (12,699
Net monitoring and transaction fe 125,86! — 125,86!
Total fees 522,25¢ 59,34 581,60:
Expense:
Employee compensation and bene 142,29¢ 20,56¢ 162,86
Other operating expens 218,51. 6,20( 224,71
Total expense 360,81( 26,76¢ 387,57t
Fee related earning 161,44¢ 32,57¢ 194,02!
Investment income (los:
Gross carried intere (1,197,38) — (1,197,38)
Less: allocation to KKR carry pool(. 8,15¢ — 8,15¢
Less: management fee refunds 29,61 — 29,61
Net carried interes (1,159,620 — (1,159,621
Other investment income (los (234,18) 10,687 (223,49
Total investment income (los (1,393,80) 10,68: (1,383,11)
Income (loss) before noncontrolling interests in
income of consolidated entiti (1,232,35) 43,26: (1,189,091
Income (loss) attributable to noncontrolli
interests(4 (37) 6,421 6,38¢
Economic net income (los $ (1,232,31) $ 36,84: $ (1,195,47)
Total Asset: $ 311,30: $ 52,25¢ $ 363,55¢
Partners' Capite $ 108,220 $ 45,867 $  154,09(

Q) KKR's agreements with the limited partners of dartd its investment funds require KKR to sharehagtich limited
partners a portion of any monitoring and transactées received frot
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portfolio companies and allocable to their fundse@¢ Credits"). Fee Credits exclude fees that aratiributable to a
fund's interest in a portfolio company and gengrathount to 80% of monitoring and transaction fal&scable to the
fund after related expenses are recovered.

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

3) Certain of KKR's investment funds require that Kkdund up to 20% of any cash management fees eémoradimited
partners in the event that the funds recognizeréedanterest. At such time as the fund recogniearried interest in an
amount sufficient to cover 20% of the managemesd fmarned or a portion thereof, carried interestdsced, not to
exceed 20% of management fees earned. In periodsevitvestment returns subsequently decreaseronagative,
recognized carried interest will be reduced ancbimjunction the amount of the management fee refumad be reduced
resulting in income being recognized during theqaer

4) Represents economic interests (i) in the manageocwenpany of our Public Markets segment prior togbquisition of a

noncontrolling interests on May 30, 2008 and {igttallocate to a third party investor an aggregé®% of the equity in
KKR's capital markets busine:

The following table reconciles KKR's total repotteabegments to the consolidated financial statesremnof and for the year ended
December 31, 2008:

As of and for the Year Ended, December 31, 20(

Total Reportable Consolidated and
Segments Adjustments Combined

Fees(a $ 581,60: $ (346,42() $ 235,18:
Expenses(b $ 387,57t $ 30,81: $ 418,38
Investmen

income

(loss)(c) $ (1,383,11) $ (11,482,12) $ (12,865,23)
Income (loss

before taxe $ (1,189,09) $ (11,859,35) $ (13,048,44)
Income (loss

attributable

to

noncontroll

interests $ 6,38¢ $ (11,857,14) $ (11,850,76)
Total assets(c $ 363,55¢ $ 22,077,47 $ 22,441,03
Partners

Capital(e) $ 154,09C $ 19,696,26 $ 19,850,35

€) The fees adjustment represents the eliminationteféompany transactions upon consolidation oKK&
Funds and other adjustments necessary to recdrmifesegment reporting measures to financial result

(b)  The expenses adjustment primarily represents tiesion of certain operating expenses upon corestidic
of the KKR Funds and the reflection of allocatisagarry pool in consolidated expenses.

(c) The investment income (loss) adjustment primaslyresents the inclusion of investment income
attributable to noncontrolling interests upon cdigsdion of the KKR Funds
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(d)  The total assets adjustment primarily represemsritiusion of private equity and other investmehgg
are attributable to noncontrolling interests uponsolidation of the KKR Funds.

(e) The partners' capital adjustment reflects the detséments for fees, expenses, investment incooss)(an
income (loss) attributable to noncontrolling intdee

The reconciliation of economic net incorts$) to net income (loss) attributable to Groupdifms as reported in the statements of
operations consists of the following:

Year Ended
December 31, 2008
Economic net income (los $ (1,195,47)
Income taxe: (6,78¢€)
Amortization of intangible: (2,21))
Net income (loss) attributable to Gro
Holdings $ (1,204,47)
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The following table presents the financiata for KKR's reportable segments as of and ferdar ended December 31, 2007:

Year Ended December 31, 2007
Total

Private Markets Public Markets Reportable
Segment Segment Segments
Fees
Management and incentive fe:
Management fee $ 258,32! $ 53,18: $ 311,50t
Incentive fee: — 23,33t 23,33t
Management and incentive fe 258,32! 76,51¢ 334,84
Monitoring and transaction fee
Monitoring fees 70,37( — 70,37(
Transaction fee 683,10( — 683,10(
Fee Credits(1 (230,64() — (230,64()
Net monitoring and transaction fe 522,83( — 522,83(
Total fees 781,15! 76,51¢ 857,67:
Expense:
Employee compensation and bene 177,95 23,51¢ 201,47!
Other operating expens 186,81: 4,92¢ 191,73¢
Total expense 364,76¢ 28,44¢ 393,21«
Fee related earning 416,38’ 48,07 464,45¢
Investment income (los:
Gross carried intere 305,65¢ — 305,65t
Less: allocation to KKR carry pool(. (18,17¢) — (18,17¢
Less: management fee refunds (26,799 — (26,799
Net carried interes 260,68: — 260,68:.
Other investment income (los 97,94¢ 15,00¢ 112,95:
Total investment income (los 358,62 15,00¢ 373,63
Income (loss) before noncontrolling interests in
income of consolidated entiti 775,01 63,07¢ 838,09.
Income (loss) attributable to noncontrolling inte
4 — 23,26¢ 23,26¢
Economic net income (los $ 775,01: $ 39,81« $ 814,82¢
Total Asset: $ 193374 $ 30,96 $ 1,964,70:
Total Partners' Capiti $ 149932 % 18,02¢ $ 1,517,34

Q) KKR's agreements with the limited partners of dartd its investment funds require KKR to sharehagtich limited
partners a portion of any monitoring and transactées received frot
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portfolio companies allocable to their funds ("Feredits"). Fee Credits exclude fees that are ridbatable to a fund's
interest in a portfolio company and generally amidar80% of monitoring and transaction fees alldeab the fund after
related expenses are recovered.

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

3) Certain of KKR's investment funds require that Kkdund up to 20% of any cash management fees eémoradimited
partners in the event that the funds recognizeréedanterest. At such time as the fund recogniearried interest in an
amount sufficient to cover 20% of the managemesd fmarned or a portion thereof, carried interestdsced, not to
exceed 20% of management fees earned.

4) Represents economic interests in the managememgasonof our Public Markets segme

The following table reconciles KKR's total repotteabegments to the consolidated financial statesremnof and for the year ended
December 31, 2007:

As of and for the Year Ended, December 31, 2007

Total Reportable Consolidated and
Segments Adjustments Combined
Fees(a $ 857,67. $ 459: $ 862,26!
Expenses(b $ 393,21« $ 47,69¢ $ 440,91(
Investment
income
(loss)(c) $ 373,63 $ 1,618,151 $ 1,991,78

Income (loss)

before taxe $ 838,09: $ 1,575,041 $ 2,413,13
Income (loss)

attributable

to

noncontroll

interests $ 23,26¢ $ 1,575,040 $ 1,598,31!
Total assets(«c $  1,964,70. $ 30,878,09 $ 32,842,79
Partners'

Capital(le) $ 1,517,341 $ 28,749,81 $ 30,267,16

(a) The fees adjustment represents the eliminationteféompany transactions upon consolidation oKiKE
Funds and other adjustments necessary to recdramifesegment reporting measures to consolidated
financial results. In periods where the fee crediitdbutable to KKR's consolidated funds exceéds t
amount of management fees earned from its consetidands, a positive adjustment will be required t
eliminate this intercompany transaction and rederioi KKR's consolidated fees.

(b)  The expenses adjustment primarily represents tiesion of certain operating expenses upon corestidic
of the KKR Funds and the reflection of allocatidagarry pool in consolidated expenses.

(c) The investment income (loss) adjustment primaglyresents the inclusion of investment income
attributable to noncontrolling interests upon cdiasdion of the KKR Funds.

(d)  The total assets adjustment primarily represemtsritiusion of private equity and other investmehgs
are attributable to noncontrolling interests uponsolidation of the KKR Fund
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(e)  The partners' capital adjustment reflects the dtstments for fees, expenses, investment incooss)an
income (loss) attributable to noncontrolling inteee

The reconciliation of economic net incortesg) to net income (loss) attributable to Groupditmys as reported in the statements of
operations consists of the following:

Year Ended
December 31, 2007
Economic net income (los $ 814,82¢
Income taxe: (12,069
Net income (loss) attributable to Gro
Holdings $ 802,76

12. COMMITMENTS AND CONTINGENCIES
Debt Covenant:

Borrowings of KKR contain various customasbt covenants. These covenants do not, in marag&snopinion, materially restrict KKF
investment or financing strategy. KKR is in complia with all of its debt covenants as of Decemier2809.

Investment Commitment
As of December 31, 2009, KKR had unfundeshmitments to its private equity and other investiriands of $1,272.3 million.
Non-cancelable Operating Leases

KKR leases office space under non-cancellgase agreements in New York, Menlo Park, Hoyusan Francisco, Washington, D.C.,
London, Paris, Beijing, Hong Kong, Tokyo, Sydneyd&lumbai. There are no material rent holidaystiogent rent, rent concessions or
leasehold improvement incentives associated wighohthese property leases. In addition to bastalencertain lease agreements are subije
escalation provisions and rent expense is recodrimea straight-line basis over the term of thedeggreement.

As of December 31, 2009 the approximateeggie minimum future lease payments, net of sabléaome, required on the operating
leases are as follows:

Year Ending December 31,

Amount
2010 $ 30,43(
2011 28,59¢
2012 23,977
2013 23,89:
2014 24,00:
Thereaftel 93,92¢
Total minimum payments requirt $ 224,82
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Rent expense recognized on a straight-line basthéyears ended December 31, 2009, 2008 and\®a8%31,752, $27,665 and $19,820,
respectively.

Contingent Repayment Guarantees

The instruments governing KKR's privateiggfunds generally include a "clawback" provisitrat, if triggered, may give rise to a
contingent obligation that may require the genpeatners to return amounts to the fund for distidruto the limited partners at the end of the
life of the fund. Under a "clawback" provision, upthe liquidation of a fund, the general partneeiguired to return, on an after-tax basis,
previously distributed carry to the extent thate do the diminished performance of later investmgthie aggregate amount of carry
distributions received by the general partner dytire term of the fund exceed the amount to whiehgeneral partner was ultimately entitled.
As of December 31, 2009, the amount of carried@steKKR principals have received, that is subjedhis clawback provision was
$716.2 million, assuming that all applicable prevafjuity funds were liquidated at no value, a filityi which KKR believes to be remote.
Had the investments in such funds been liquidateldedr December 31, 2009 fair values, the clawhadigation would have been
$84.9 million of which $77.1 million is due fromféiites and $7.8 million is due from noncontroflimterest holders.

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

The terms of the Transactions require Kié&R principals remain responsible for any clawbabkigations relating to carry distributions
received prior to the Transactions up to a maxinefii$223.6 million. At December 31, 2009, KKR hasaeled a receivable of $77.1 million
within Due from Affiliates for the amount of theaslback obligation given it would be required tofbbleded by KKR principals who do not
hold direct controlling and economic interestsha KKR Group Partnerships. In periods prior to Th@nsactions, such amount was reflecte
a capital deficit within partners' capital givere tkiKR principals held controlling and economic at&s in the historical KKR.

Carry distributions arising subsequenti® Transactions will be allocated to Group HoldjngkR Holdings and KKR principals (as ca
pool participants) in accordance with the termthefinstruments governing the KKR Group Partneisti{KR will indemnify its principals fo
any personal guarantees that they have providddregipect to such amounts.

The instruments governing certain of KKR'iwate equity funds may also include a "net Idsar&g provision," that, if triggered, may
give rise to a contingent obligation that may reguine general partners to contribute capital ¢éoftimd, to fund 20% of the net losses on
investments. In connection with the "net loss stgagrovisions,” certain of KKR's private equity vaas allocate a greater share of their
investment losses to KKR relative to the amountgriouted by KKR to those vehicles. In these vedgckuch losses would be required to be
paid by KKR to the limited partners in those veégcin the event of a liquidation of the fund redesd of whether any carried interest had
previously been distributed. Based on the fair reavialues as of December 31, 2009, KKR's contingggayment obligation would have been
approximately $93.6 million. If the vehicles were
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liquidated at zero value, the contingent repayno®figation would have been approximately $1,182illian as of December 31, 2009, a
possibility that KKR believes to be remote.

Indemnifications

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

Litigation

From time to time, KKR is involved in vau® legal proceedings, lawsuits and claims incideatthe conduct of the Company's business.
The Company believes that the ultimate liabilitisizng from such proceedings, lawsuits and claifnany, will not have a material effect on
KKR's financial condition, results of operations,cash flows.

In August 1999, KKR and certain of KKR'smant and former personnel were named as defen@faatsaction alleging breach of
fiduciary duty and conspiracy in connection witle ticquisition of Bruno's Inc. ("Bruno's"), one aifr dormer portfolio companies, in 1995. In
April 2000, the complaint in this action was ameshtie further allege that KKR and others violatemtesiaw by fraudulently misrepresenting
the financial condition of Bruno's in an August 5%ubordinated notes offering relating to the asitjon and in Bruno's subsequent periodic
financial disclosures. In August 2009, the actiaswonsolidated with a similar action brought agfatihe underwriters of the August 1995
subordinated notes offering. In September 2009, KRR the other named defendants moved to disngsadtion, which motion remains
pending.

In 2005, KKR and certain of KKR's currentldformer personnel were named as defendants incoosolidated shareholder derivative
actions relating to Primedia Inc. ("Primedia"),@&tfolio company no longer included in the finandttements. These actions claim that the
board of directors of Primedia breached its fidociduty of loyalty in connection with the redemgptiof certain shares of preferred stock in
2004 and 2005. The plaintiffs further allege th&tbenefited from these redemptions of preferredlsat the expense of Primedia and that
KKR usurped a corporate opportunity of Primedi2@®2 by purchasing shares of its preferred stoekdascount on the open market while
causing Primedia to refrain from doing the samd=dhruary 2008, the special litigation committesrfed by the board of directors of
Primedia, following a review of plaintiffs' claimfiled a motion to dismiss the actions. Briefingcionnection with the special litigation
committee motion to dismiss the actions was coreglét January 2010. In November 2009, plaintifiscfia motion to amend the complaint.
These motions remain pending.

In December 2007, KKR, along with 15 othdwate equity firms and investment banks, were eduas defendants in a purported class
action complaint by shareholders in certain pubtimpanies acquired by private equity firms sinc@20n August 2008, KKR, along with 16
other private equity firms and investment banksienreamed as defendants in a purported consolidaeshded class action complaint. The
alleges that from mid-2003 defendants have violatgdrust laws by allegedly conspiring to rig hidsstrict the supply of private equity
financing, fix the prices for target companies difiaially low levels, and divide up an alleged rkat for private equity services for
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leveraged buyouts. The complaint seeks injunceliefron behalf of all persons who sold securitzeany of the defendants in leveraged
buyout transactions and specifically challengeg miansactions. The amended complaint also inclfidepurported sub-classes of plaintiffs
seeking damages and/or with respect to five ohthe challenged transactions.

On August 7, 2008, KFN, the members ofkRk&\'s board of directors and certain of its curramd former executive officers, including
certain of KKR's current and former personnel, weamed in a putative class action complaint filgdhie Charter Township of Clinton Police
and Fire Retirement System in the United StatetribisCourt for the Southern District of New Yorthé "Charter Litigation"). On March 13,
2009, the lead plaintiff filed an amended complaivttich deleted as defendants the members of Kbddsd of directors and named as
individual defendants only KFN's former chief extes officer, KFN's former chief operating officemd KFN's current chief financial officer
(the "KFN Individual Defendants," and, togetherhwitFN, "KFN Defendants"). The amended complairggdls that KFN's April 2, 2007
registration statement and prospectus and thediabstatements incorporated therein contained miah@missions in violation of Section 11
the Securities Act of 1933, as amended (the "19&3)Aregarding the risks and potential losses @ased with KFN's real estate-related assets,
KFN's ability to finance its real estate-relatededs, and the adequacy of KFN's loss reservessfoeal estate-related assets (the "alleged
Section 11 violation"). The amended complaint fartalleges that, pursuant to Section 15 of the i®@Act, the KFN Individual Defendants
have legal responsibility for the alleged Sectidrviblation. On April 27, 2009, the KFN Defendafited a motion to dismiss the amended
complaint for failure to state a claim under theB#ies Act. This motion remains pending.

On August 15, 2008, the members of KFNartd@f directors and its executive officers (the%kecka Individual Defendants™) were
named in a shareholder derivative action brouglRaymond W. Kostecka, a purported shareholdehearSuperior Court of California,
County of San Francisco (the "California DerivatAetion"). KFN was named as a nominal defendané @bmplaint in the California
Derivative Action asserts claims against the Kdsidadividual Defendants for breaches of fiducidogy, abuse of control, gross
mismanagement, waste of corporate assets, and @mjashment in connection with the conduct atéssuthe Charter Litigation, including the
filing of the April 2, 2007 Registration Statemavith alleged material misstatements and omissiByrder dated January 8, 2009, the Court
approved the parties' stipulation to stay the pedoggs in the California Derivative Action untilgtCharter Litigation is dismissed on the
pleadings or KFN files an answer to the Charteightion.

On March 23, 2009, the members of KFN'sth@é directors and certain of its executive offcéhe "Haley Individual Defendants") we
named in a shareholder derivative action brough®dmyl B. Haley, a purported shareholder, in thaddhbtates District Court for the Southern
District of New York (the "New York Derivative Aain"). KFN was named as a hominal defendant. Theptaint in the New York Derivative
Action asserts claims against the Haley Individdefendants for breaches of fiduciary duty, breadigke duty of full disclosure, and for
contribution in connection with the conduct at issuthe Charter Litigation, including the filind the April 2, 2007 registration statement with
alleged material misstatements and omissions. Bgratated June 18, 2009, the Court approved thigastipulation to stay the proceedings
in the New York Derivative Action until the Charteitigation is dismissed on the pleadings or KFNdian answer to the Charter Litigation.

KKR believes that each of these actiongiiBout merit and intend to defend them vigorously.
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In September 2006 and March 2009, we reckiequests for certain documents and other infaomérom the Antitrust Division of the
U.S. Department of Justice ("DOJ") in connectiothwihe DOJ's investigation of private equity firtosdetermine whether they have engaged
in conduct prohibited by United States antitrustdaWe are fully cooperating with the DOJ's invgstion.

In addition, in December 2009, our subsidkohlberg Kravis Roberts & Co. (Fixed Income) Lik€ceived a request from the Securities
and Exchange Commission ("SEC") for informatiorcémnection with its examination of certain investinadvisors in order to review trading
procedures and valuation practices in the collaperals of structured credit products. KKR is fulgoperating with the SEC's examination.

Moreover, in the ordinary course of busiege are and can be both the defendant and thdifflen numerous actions with respect to
bankruptcy, insolvency and other types of procegsliSuch lawsuits may involve claims that adveraéfigct the value of certain investments
owned by our funds.

Principal Protected Product for Private Equity Inegments

The fund agreements for a private equityicle referred to as KKR's principal protected prodfor private equity investments contain
provisions that require the fund underlying thenpipal protected product for private equity invesits (the "Master Fund”) to liquidate certain
of its portfolio investments in order to satisfydidity requirements of the fund agreements, ifghgformance of the Master Fund is lower than
certain benchmarks defined in the agreements. instance where the Master Fund is not in compéamith the defined liquidity requiremel
and has no remaining liquid portfolio investme&R has an obligation to purchase up to $18.4 omllof illiquid portfolio investments of the
Master Fund at 95% of their current fair marketuealAs of December 31, 2009, the performance ofaster Fund was lower than the
defined benchmarks; however, the Master Fund wigstalmeet its defined liquidity requirements.

13. SUBSEQUENT EVENTS

KKR has evaluated and disclosed below St events that have occurred subsequent torbleee31, 2009 through March 10, 2010,
which was the date our financial statements wexgeid in connection with the issuance of KKR Gueyissinancial statements.

Investments

Subsequent to December 31, 2009, the KKitiEewommitted approximately $1.2 billion to 4 ptvaquity investments. One of these
investments, amounting to $22.2 million, has siclosed and none of these investments are expectdteed 5% of the net assets of
consolidated private equity investments.

Subsequent to December 31, 2009, KKR recenet proceeds of $392.1 million related to tlteeneption of its investment in Sun
Microsystems and a dividend received on its invesinn HCA. Those proceeds, plus other availabéh @n hand, were used to make
repayments on debt obligations of $429.1 million.

Distribution

On February 24, 2010 it was announceddtash distribution of $0.08 per KKR Guernsey wubject to applicable withholding taxes,
that will be payable on or about March 25, 2018kKR Guernsey unitholders of record as of the clofSeusiness on March 11, 2010. KKR
Group Holdings will be entitled to its pro rata ehaf the distribution from the KKR Group Partnepsh
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