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The information in this proxy statement/prospectuss subject to completion and amendment. A registradn statement relating to the
securities described in this proxy statement/prospus has been filed with the Securities and ExchaegCommission. These securities
may not be sold nor may offers to buy these secuigs be accepted prior to the time the registratiostatement becomes effective. This
proxy statement/prospectus shall not constitute anffer to sell or the solicitation of any offer to luy nor shall there be any sale of these
securities in any jurisdiction, in which such offer solicitation or sale would be unlawful prior to registration under the securities laws of
any such jurisdiction.

PRELIMINARY—SUBJECT TO COMPLETION, DATED FEBRUARY 1 8, 2014

KKR Financial Holdings LLC

MERGER PROPOSAL—YOUR VOTE IS VERY IMPORTANT
, 20:
Dear KFN Common Shareholder:

On December 16, 2013, KKR Financial Holdihd C, which is referred to as KFN, and KKR & CaPL, which is referred to as KKR,
entered into a merger agreement pursuant to whiel Will become an indirect subsidiary of KKR. Th&N board of directors has
determined, upon the unanimous recommendatiortrahaaction committee of the KFN board of directtvmposed solely of independent
directors, that the merger and the merger agreeamerfair to and in the best interests of KFN @aag¢d@mmon shareholders, and has approvec
the merger agreement and the merger.

If the merger is completed, each outstapiRN common share will be converted into the righteceive 0.51 common units represen
limited partner interests of KKR, which are referte as KKR common units. The consideration todmeived by KFN common shareholders
is valued at $12.79 per KFN common share basedkdR'¥closing price as of December 16, 2013, remitasg a 35% premium to KFN's
closing price on such date. The common shares df &fe traded on the New York Stock Exchange urtesymbol "KFN," and the KKR
common units are traded on the New York Stock Emgkaunder the symbol "KKR."

Immediately following completion of the nger, based on the number of outstanding KFN comshanes (including restricted shares)
outstanding as of , 2014, it ipented that KFN common shareholders will own appnaxely % of the outstanding KKR
common units (or % of the outstanding KKR coomnuinits, if you include KKR common units that abible deemed to be beneficially
owned by KKR principals and other persons througtiRkHoldings L.P. by virtue of certain exchange tg)h

We are holding a special meeting of KFN owon shareholders on , 2014 at, local time, at , to obtain your vobe
adopt the merger agreemeYiaur vote is very important, regardless of the numier of common shares you own. The merger cannot be
completed unless the holders of at least a majorityf the outstanding KFN common shares, including anajority of the outstanding KFN
common shares held by common shareholders other th&KR and its affiliates, vote for the adoption ofthe merger agreement at the
special meeting.

The KFN board of directors, upon the unanimous recommendation of a transaction committee of the KFN bard of directors
composed solely of independent directors, recommesidhat KFN common shareholders vote "FOR" the adopibn of the merger
agreement and "FOR" the adjournment of the KFN spetal meeting if necessary to solicit additional proies if there are not sufficient
votes to adopt the merger agreement at the time tiie KFN special meeting.

On behalf of the KFN board of director@muite you to attend the special meeting. Whethiarai you expect to attend the KFN special
meeting in person, we urge you to submit your pragyromptly as possible through one of the delineethods described in the
accompanying proxy statement/prospectus.

In addition, we urge you to read careftitlg accompanying proxy statement/prospectus (anddhuments incorporated by reference intc
the accompanying proxy statement/prospectus) whidbdes important information about the mergeeagrent, the proposed merger, KFN,
KKR and the special meetinBlease pay particular attention to the section ti#d "Risk Factors" beginning on page 29 of the
accompanying proxy statement/prospectus.
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On behalf of the KFN board of directorsrk you for your continued support.

Sincerely,

Craig Farr
Chief Executive Officer and Direct

Neither the Securities and Exchange Commission n@ny state securities commission has approved or digproved of the merger
or the securities to be issued under the accompamyg proxy statement/prospectus, passed upon the mesior fairness of the merger or
determined that the accompanying proxy statement/gyspectus is accurate or complete. Any representatido the contrary is a criminal
offense.

The accompanying proxy statement/prospestdated , 2014 and is first lgainailed to the common shareholders of KFN on
or about , 2014,
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KKR Financial Holdings LLC

555 California Street, 50" Floor
San Francisco, CA 94104

NOTICE OF SPECIAL MEETING OF COMMON SHAREHOLDERS
To the Common Shareholders of KKR Financial Holdihg C:

Notice is hereby given that a special nmgetif common shareholders of KKR Financial Holdihg€, which is referred to as KFN, a

Delaware limited liability company, will be held on , 2014 at , locahdi, at ,&plfor the following
purposes:
. Proposal 1: to consider and vote on a proposal to adopt treément and Plan of Merger, dated as of Decenthe2l3 (as

may be amended from time to time), which is reféteas the merger agreement, by and among KFN, &K®®. L.P., which
is referred to as KKR, KKR Fund Holdings L.P. anop@l Merger Sub LLC, a direct, wholly owned subaigiof KKR Fund
Holdings L.P., a copy of which agreement is attdche Annex A to the proxy statement/prospectusrapenying this notice;
and

. Proposal 2: to consider and vote on a proposal to approvadi@urnment of the KFN special meeting, if necgssasolicit
additional proxies if there are not sufficient v@te adopt the merger agreement at the time ofpibeial meeting.

These items of business, including the mieagreement and the proposed merger, are desamibledkail in the accompanying proxy
statement/prospectushe KFN board of directors has determined that themerger agreement and the transactions contemplatealy the
merger agreement, including the merger, are fair tand in the best interests of KFN and its common sinreholders and recommends the
KFN common shareholders vote "FOR" the proposal toadopt the merger agreement and "FOR" the adjournmet of the KFN special
meeting if necessary to solicit additional proxies favor of such adoption.

Only common shareholders of record as efctbse of business on , 2@id record date for the special meeting, areledtit
to notice of the KFN special meeting and to votthatKFN special meeting or at any adjournmentastponement thereof. A list of common
shareholders entitled to vote at the special mgetiii be available in our offices located at 558li@rnia Street, 5¢" Floor, San Francisco,
CA 94104, during regular business hours for a jgeoiaten days before the special meeting, andeapldice of the special meeting during the
special meeting.

Adoption of the merger agreement by the Kiélhmon shareholders is a condition to the consummaf the merger and requires the
affirmative vote of holders of at least a majoofyithe outstanding KFN common shares, includingagonity of the outstanding KFN common
shares held by common shareholders other than KitRta affiliates. Therefore, your vote is very ion@ant.Your failure to vote your shares
will have the same effect as a vote "AGAINST" the doption of the merger agreement.

By order of the board of directol

Nicole J. Macarchu
General Counse

San Francisco, California
, 2014
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YOUR VOTE IS IMPORTANT!

WHETHER OR NOT YOU EXPECT TO ATTEND THE KFN SPECIAL MEETING IN PERSON, WE URGE YOU TO
SUBMIT YOUR PROXY AS PROMPTLY AS POSSIBLE (1) THROU GH THE INTERNET, (2) BY TELEPHONE OR (3) BY
MARKING, SIGNING AND DATING THE ENCLOSED PROXY CARD AND RETURNING IT IN THE POSTAGE-PAID
ENVELOPE PROVIDED. You may revoke your proxy or change your vote gttame before the KFN special meeting. If your coamm
shares are held in the name of a bank, brokerhar diduciary, please follow the instructions oe tloting instruction card furnished to you by
such record holder.

We urge you to read the accompanying pstatement/prospectus, including all documents pa@ted by reference into the
accompanying proxy statement/prospectus, and iitexas carefully and in their entirety. If you harg/ questions concerning the merger, the
adjournment vote, or the special meeting or thempanying proxy statement/prospectus, would likditaahal copies of the accompanying
proxy statement/ prospectus or need help voting iK&IN common shares, please contact KFN's proxgitmi, Innisfree M&A Incorporated,
toll-free at (888) 750-5834.
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ADDITIONAL INFORMATION

This proxy statement/prospectus incorparatereference important business and financiarmétion about KKR and KFN from other
documents filed with the Securities and Exchangm@ssion, referred to in this proxy statement/peasps as the SEC, that are not included
in or delivered with this proxy statement/prospsectsiee "Where You Can Find More Information" begigron page 221 of this proxy
statement/prospectus.

Documents incorporated by reference aréadbla to you without charge upon written or oradjuest. You can obtain any of these
documents by requesting them in writing or by thtage from the appropriate party at the following@sses, telephone numbers and email
addresses.

KKR & Co. L.P. KKR Financial Holdings LLC
Attention: Investor Relations Attention: Investor Relations
9 West 57" Street, Suite 4200 555 California Street, 58 Floor
New York, New York 10019 San Francisco, CA 94104
(877) 610-4910 (855) 374-5411
Email: Investo-Relations@kkr.con Email: KFN.IR@Kkkr.comr

To receive timely delivery of the requested documes in advance of the KFN special meeting, you shalimake your request no
later than , 2014,

ABOUT THIS DOCUMENT

This document, which forms part of a regisbn statement on Form S-4 filed with the SEGKIR (Registration No. 333-193359),
constitutes a prospectus of KKR under Section thefSecurities Act of 1933, as amended, whichfesmed to in this proxy
statement/prospectus as the Securities Act, witpeaet to the KKR common units to be issued purstaatite merger agreement. This docur
also constitutes a notice of meeting and a praatestent under Section 14(a) of the Securities Engh#ct of 1934, as amended, which is
referred to in this proxy statement/prospectuhadbixchange Act, with respect to the special mgeifrKFN common shareholders, at which
KFN common shareholders will be asked to considdnepte on, among other matters, a proposal totalepmerger agreement.

You should rely only on the information taned in or incorporated by reference into thisqgrstatement/prospectus. No one has been
authorized to provide you with information thatli§ferent from that contained in, or incorporatgdrbference into, this proxy
statement/prospectus. This proxy statement/progpésidated , 2014. Theiimfation contained in this proxy
statement/prospectus is accurate only as of thatatain the case of information in a documenbiporated by reference, as of the date of :
document, unless the information specifically iadés that another date applies. Neither the madlfribis proxy statement/prospectus to KFN
common shareholders nor the issuance by KKR @iitsmon units pursuant to the merger agreementvaéte any implication to the
contrary.

This proxy statement/prospectus does not constitut@n offer to sell, or a solicitation of an offer tabuy, any securities, or the
solicitation of a proxy, in any jurisdiction in which or from any person to whom it is unlawful to male any such offer or solicitation in
such jurisdiction.

The information concerning KKR containedhis proxy statement/prospectus or incorporatetebgrence has been provided by KKR,
and the information concerning KFN contained irs ghioxy statement/prospectus or incorporated l®reate has been provided by KFN.
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QUESTIONS AND ANSWERS

Set forth below are questions that you, as a conmshareholder of KKR Financial Holdings LLC, whichreferred to in this proxy

statement/prospectus as KFN, may have regardingnérger described below, the adjournment propoadlthe KFN special meeting, and
brief answers to those questions. You are urgeddd carefully this proxy statement/prospectus #edother documents referred to in this
proxy statement/prospectus in their entirety, idaolg the merger agreement, which is attached asArnto this proxy statement/prospec
and the documents incorporated by reference inwptoxy statement/prospectus, because this sestaynnot provide all of the information
that is important to you with respect to the merglee adjournment proposal and the special meetffoyt may obtain a list of the documents
incorporated by reference into this proxy staterfgrnspectus in the section titled "Where You CarmdR¥lore Information” beginning on
page 221

Q:
A:

Why am | receiving this proxy statement/prospectus’

KKR & Co. L.P., which is referred to in this prosyatement/prospectus as KKR, and KFN have agreadrterger, which we refer to
this proxy statement/prospectus as the mergerupntdo which KFN will become an indirect subsigiiaf KKR and the common
shares of KFN will cease to be publicly tradedotder to complete the merger, KFN common sharehsldeist vote to adopt the
Agreement and Plan of Merger, dated as of Decethe2013, among KFN, KKR, KKR Fund Holdings L.Psubsidiary of KKR
which is referred to in this proxy statement/pradpe as Fund Holdings, and Copal Merger Sub LLSykssidiary of Fund Holdings
which is referred to in this proxy statement/pratpe as Merger Sub, which agreement, as it mayrtemded from time to time, is
referred to in this proxy statement/prospectusiasierger agreement. KFN is holding a special mgeti its common shareholders to
obtain such shareholder approval.

In the merger, KKR will issue common units reprdésanlimited partner interests in KKR, which ardenged to this proxy
statement/prospectus as KKR common units, as thsigderation to be paid to holders of KFN commornretaThis document is being
delivered to you as both a proxy statement of KRN @ prospectus of KKR in connection with the mergids the proxy statement by
which the KFN board of directors is soliciting pies from you to vote on the adoption of the meagreement at the special meetin
at any adjournment or postponement of the speatimg, and the approval of the adjournment ofghexial meeting under certain
circumstances. It is also the prospectus by whikRKvill register the KKR common units to be recalvgy you in the merger.

What am | being asked to vote on’
KFN's common shareholders are being asked to voteeofollowing proposals:
. Proposal 1: to adopt the merger agreement, a copy of whieltéched as Annex A to this proxy statement/prasise and

. Proposal 2: to approve the adjournment of the KFN specialtmgeif necessary to solicit additional proxieshére are not
sufficient votes to adopt the merger agreemerttatiie of the special meeting.

The approval of the proposal to adopt the mergereagent by a majority of the outstanding KFN comrebares, including a
majority of the outstanding KFN common shares gidhareholders other than KKR and its affiliates condition to the
completion of the merger. The approval of the pegbto adjourn the KFN special meeting is not aditoon to the obligations
of KFN or KKR to complete the merger.
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Q: Does KFN's board of directors recommend that its cmmon shareholders adopt the merger agreement?

A: Yes. The KFN board of directors, upon the unanintegemmendation of a transaction committee of tR&loard of directors
consisting solely of independent directors, whiheferred to in this proxy statement/prospectut@¥FN transaction committee, has
approved the merger agreement and the transactioismplated thereby, including the merger, andrdghed that these transactions
are fair to and in the best interests of the KFown shareholders. Therefore, the KFN board otthrs recommends that you vote "
FOR " the proposal to adopt the merger agreement apgbeial meeting. See "Special Factors—Recommaeamdatithe KFN Board of
Directors and Reasons for the Merger; FairnesseMerger" beginning on page 68 of this proxy stetet/prospectus.

In considering the recommendation of the KFN badrdirectors with respect to the merger agreemedtthe transactions
contemplated thereby, including the merger, yowkhbe aware that directors and executive officé#SFN are parties to agreements
or participants in other arrangements that giventirgerests in the merger that may be differentfror in addition to, your interests as
a common shareholder of KFN, including certain imdédication, exculpation and expense advancemghtsiprovided pursuant to the
merger agreement. You should consider these irt¢eiresoting on this proposal. These differentiegts are described under "Special
Factors—Interests of Directors and Executive Officef KFN in the Merger" beginning on page 111k fproxy statement/prospectus.

Q: Does KFN's board of directors recommend that its cmmon shareholders approve the adjournment of the KN special meeting,
if necessary?

A: Yes. KFN's board of directors recommends that yate VFOR " the proposal to adjourn the KFN special meetfmgecessary to solicit
additional proxies if there are not sufficient v@te adopt the merger agreement at the time dfEi¢ special meeting. See "Approval
of Adjournment of the KFN Special Meeting" begingion page 218 of this proxy statement/prospectus.

What will happen in the merger?

In the merger, Merger Sub, a direct, wholly ownehbsidiary of Fund Holdings that was formed sol@ythe purpose of the merger,
will be merged with and into KFN. KFN will be thersiving entity in the merger and will be an inditesubsidiary of KKR following
completion of the merger. KFN's outstanding preféshares will remain outstanding as preferredeshafr KFN following the merger.

What will | receive in the merger?

If the merger is completed, each of your KFN commbares will be cancelled and converted autométigab the right to receive 0.5
KKR common units. KFN common shareholders will iegeecash for any fractional KKR common units tHatyt would otherwise
receive in the merger.

Based on the closing price for KKR common unitdteemNew York Stock Exchange, which is referredntthis proxy
statement/prospectus as the NYSE, on Decembei018, the last trading day prior to the public amme®ment of the merger
agreement, the merger consideration representedxdpately $12.79 in value for each KFN common shanplying a 35% premium
to KFN's closing price as of December 16, 2013 elBam the closing price of $ for KKR commumnits on the NYSE

on , 2014, the most recent jicabte trading day prior to the date of this prexgtement/prospectus, the merger
consideration represented approximately $ in value for each KFN common share. BeeatiFN common shareholders will

2
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receive a fixed fraction of a KKR common unit inckange for each common share of KFN held by sudd s&mmon shareholder, the
value of the merger consideration that KFN commuarsholders will receive in the merger will dep@mdthe market price of KKR
common units at the time the merger is completdéeé. Market price of KKR common units will fluctugtgor to the merger, and the
market price of KKR common units when received §NKcommon shareholders after the merger is complatald be greater or less
than the current market price of KKR common unitshe market price of KKR common units at the tiofi¢he special meeting. See
"Risk Factors" beginning on page 29 of this protatesment/prospectus.

What will happen to my KFN options, phantom sharesrestricted shares and preferred shares in the megg?

If the merger is completed, each outstanding KFtibogo acquire common shares, whether vested wesiad, will be cancelled and
converted into the right to receive an amount shoaqual to the excess of (1) the cash value afidhgber of KKR common units that a
holder of a KFN common share would be entitledeteive (determined by reference to the averaginggsice of a KKR common
unit over the 10 trading day period ending on tadihg day immediately preceding the closing dategr (2) the exercise price per
KFN common share subject to the option immedigpeigr to the merger. Each KFN phantom share wilbenatically be converted in
the right to receive 0.51 KKR common units for e¢iN common share subject to such award, but sitR Kommon units will
remain subject to the terms of the award plan ¥alg the merger. Each restricted KFN common shalliebe automatically converted
in the merger into 0.51 restricted KKR common uh#sing the same terms and conditions as applieddb restricted KFN common
shares. The board of directors of KFN has thetghilder the merger agreement to accelerate thinges KFN phantom shares and
restricted KFN common shares prior to the effectdss of the merger. Each preferred share of KFNr@rtain an outstanding
preferred share of KFN, as the surviving entityhiea merger, following the merger. See "The Merggreement—Treatment of Equity
Awards" beginning on page 124 of this proxy statetfpeospectus.

What happens if the merger is not completed

If the merger agreement is not adopted by KFN comsiwreholders or if the merger is not completecfry other reason, you will n

receive any form of consideration for your KFN coomshares in connection with the merger. Inste&d\ Mill remain an independe

public company and its common shares will contitwke listed and traded on the NYSE. If the mesggeement is terminated under
specified circumstances, KFN may be required tofayger Sub or its designee a termination payme#£26,250,000 or to reimburse
KKR in respect of certain of its expenses relatethe merger, as described under "The Merger AgeaemTermination Payment and
Expenses" beginning on page 127 of this proxy statg/prospectus.

Will | continue to receive future distributions on my KFN common shares®

Before completion of the merger, KFN expectsdntinue to pay distributions to its common angf@med shareholders, depending on
market conditions, KFN's liquidity needs, legal amtractual restrictions on the payment of disttitns (including a restriction in the
merger agreement on KFN paying a quarterly distidiouin excess of $0.22 per KFN common share withd(R's consent), the
amount of KFN's ordinary taxable income or losgl gains or losses recognized by KFN. Additionalye merger agreement provides
that KFN and KKR will coordinate the timing of digtution declarations leading up to the mergersd, tin any quarter, a holder of
KFN common shares will not receive distributiongespect of both its KFN common shares and in @sgfehe KKR common units
that such holder will receive in the merger.
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Receipt of any regular distribution from KFN wilbtreduce the merger consideration you receiveerAfvmpletion of the merger, you
will be entitled only to distributions on any KKRmmon units you receive in the merger and holduginothe applicable distribution
record date.

What shareholder vote is required for the approvalof each proposal~

The following are the vote requirements for greposals:

. Proposal 1:Adoption of the Merger Agreement he affirmative vote of holders of at least a onidy of the outstanding KFN
common shares entitled to vote thereon, includingagority of the outstanding KFN common sharestletito vote thereon he
by shareholders other than KKR and its affiliatescordingly, abstentions and unvoted common shaifave the same effe
as votes "AGAINST" the adoption of the merger agreet.

. Proposal 2:Adjournment of the KFN Special Meeting (if necegsaiThe affirmative vote of holders of at least a onigy of the
outstanding KFN common shares entitled to votecivepresent in person or represented by proxyeatfbcial meeting.
Accordingly, an abstention on this proposal willeahe same effect as a vote "AGAINST" the propaai@though an unvoted
common share will have no effect on the proposaliméng that a quorum is present at the specialingpet

What constitutes a quorum for the special meeting

The presence, in person or by proxy, of the holdérsFN common shares entitled to cast a majoritgliothe votes entitled to be cas
the special meeting will constitute a quorum.

When is this proxy statement/prospectus being maide?
This proxy statement/prospectus and the pray ere first being sent to KFN common shareholderer about , 2014,
Who is entitled to vote at the special meeting
All holders of KFN common shares who hold such shat the close of business on the record datbdampecial meeting
, 2014) are entitled to reeenotice of and to vote at the special meetingipgeal/that such shares remain outstanding on

the date of the special meeting. As of the clodeusiness on the record date, there were KFN common shares outstanding.
Each KFN common share is entitled to one vote.

Holders of KFN preferred shares are not entitleddie at the special meeting and no vote of KFi$gored shares is necessary for the
completion of the merger.

When and where is the special meeting

The special meeting will be held at ,on ,2014 at , local time.

How do | vote my common shares at the special meegj?

If you are entitled to vote at the KFN special nmegtand hold your common shares in your own narog,can submit a proxy or vote

person by completing a ballot at the special mgetitowever, KFN encourages you to submit a proxXgieethe special meeting ever
you plan to attend the special meeting. A proxg isgal designation of another person to vote YdtM
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common shares on your behalf. If you hold commareshin your own name, you may submit a proxy fmrmycommon shares by:

. calling the toll-free number specified on the eseld proxy card and following the instructions wipeompted,;
. accessing the Internet website specified on thievsed proxy card and following the instructions\pded to you; or
. filling out, signing and dating the enclosed pra@ayd and mailing it in the prepaid envelope inctlidéth these proxy materials.

If you submit a proxy by telephone or the Intermpé¢ase do not return your proxy card by mail. ®eeresponse to the next
question for how to vote common shares held thraugtoker or other nominee.

If my common shares are held in "street name" by mybroker, will my broker automatically vote my common shares for me?

No. As a KFN common shareholder your brokeottrer nominee does not have the authority to votthe merger proposal. Your
broker or other nominee will vote your common skdreld by it in "street name" only if you providesiructions to it on how to vote.
You should follow the directions your broker or etlnominee provides. If you do not provide votingtiuctions to your broker or oth
nominee, your common shares will not be voted. Tdilare to vote will have the same effect as &VBGAINST" the adoption of the
merger agreement.

If you hold common shares through a broker or otteeninee and wish to vote your common shares isqmeat the special meeting,
you must obtain a proxy from your broker or otheminee and present it to the inspector of eleatith your ballot when you vote at
the special meeting.

How will my common shares be voted at the specialeating?

If you submit your proxy by telephone, the Imtet or by signing and returning your proxy calta officers named in your proxy card
will vote your common shares in the manner you ested if you correctly submitted your proxy. If ysign your proxy card and return
it without indicating how you would like to vote ypcommon shares, your proxy will be voted as tik@&Koard of directors
recommends, which is:

. Proposal 1: " FOR " the adoption of the merger agreement; and

. Proposal 2: " FOR " the approval of the adjournment of the KFN spltiaeting, if necessary to solicit additional pexif
there are not sufficient votes to adopt the meageeement at the time of the special meeting.

Who may attend the special meeting?

KFN common shareholders at the close of businesserecord date for the special meeting ( , 2014) or their authorized
representatives may attend the special meeting.

Is my vote important?
Yes, your vote is very important. If you do reatbmit a proxy or vote in person at the speciating, it will be more difficult for KFN

to obtain the necessary quorum to hold the spewgiting. In addition, an abstention or your failtoesubmit a proxy or to vote in
person will have the same effect as a vote "AGAINBIE adoption of the merger agreement. If you lyaldr
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common shares through a broker or other nomineg, lymker or other nominee will not be able to @sbte on the adoption of the
merger agreement without instructions from you. K& board of directors recommends that you vd&R " the adoption of the
merger agreement.

Can | revoke my proxy or change my voting instructons?

Yes. You may revoke your proxy and/or changarymte at any time before your proxy is votedhat $pecial meeting. If you are a
common shareholder of record, you can do this by:

. sending a duly signed revocation to KFN at 555fGaiia Street, 5" Floor, San Francisco, CA, 94104, Attn: Corporate
Secretary, that bears a date later than the dadke qfroxy you want to revoke and is received pioathe special meeting;

. submitting a valid, later-dated proxy by mail, ffiene or Internet that is received prior to thecggdeneeting; or

. attending the special meeting and voting by batigterson (your attendance at the special meetithgnat, by itself, revoke any
proxy that you have previously given).

If you hold your KFN common shares through a brakesther nominee, you must follow the directions yeceive from your
broker or other nominee in order to revoke youixgror change your voting instructions.

What happens if | sell my common shares after theacord date but before the special meeting?

The record date for the special meeting (the cbdédmisiness on , 2014) is eath@n the date of the special meeting and th
date that the merger is expected to be completgdulsell or otherwise transfer your KFN commoarss after the record date but
before the date of the special meeting, you willireyour right to vote at the special meeting ésslotherwise agreed between you anc
the transferee). However, you will not have thétig receive the merger consideration to be reckby KFN's common shareholders
in the merger. In order to receive the merger aw®sition, you must hold your common shares thraaghpletion of the merger.

What do | do if | receive more than one set of votig materials?

You may receive more than one set of voting mdgefia the special meeting, including multiple aepbf this proxy
statement/prospectus, proxy cards and/or votinguason forms. This can occur if you hold your aown shares in more than one
brokerage account, if you hold common shares dyraesta record holder and also in "street namegtleerwise through a nominee, and
in certain other circumstances. If you receive nthea one set of voting materials, we encouragetgaote and/or return each set
separately in order to ensure that all of your camshares are voted.

Am | entitled to appraisal rights if | vote againstthe adoption of the merger agreement

No. Appraisal rights, which generally confer ondesk of securities who do not vote in favor of ongent to a merger the right to
demand payment of fair value for their securitisglatermined by a court in a judicial proceedirgead of receiving the consideration
offered to such holders in connection with the reergre not available in connection with the mergeter the Delaware Limited
Liability Company Act or under KFN's Second Amended Restated Operating Agreement, as amendedy vehieferred to in this
proxy statement/prospectus as KFN's operating agget
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Q: Is completion of the merger subject to any conditins?

A: Yes. In addition to the adoption of the merger agrent by KFN common shareholders, completion ohtkeger requires the receipt of
the necessary governmental clearances and th&asttia or, to the extent permitted by applicalale,| waiver of the other conditions
specified in the merger agreement. For a more csi@mglummary of the conditions that must be satigfie, to the extent permitted by
applicable law, waived) prior to completion of tmerger, see "The Merger Agreement—Conditions tosdpmmation of the Merger"
beginning on page 118 of this proxy statement/progys.

When do you expect to complete the mergel

KFN and KKR are working towards completing the nergromptly. KFN and KKR currently expect to contpléhe merger in the first
half of 2014, subject to receipt of KFN shareholdeproval, regulatory approvals and clearances#met usual and customary closing
conditions. However, no assurance can be givea afén, or if, the merger will occur.

Q: What are the expected U.S. federal income tax corggeences to a KFN common shareholder as a result tife transactions
contemplated by the merger agreement?

A: The merger will be a taxable transaction for Ueslefral income tax purposes. If you are a U.S. hafi&FN common shares, for U.S.
federal income tax purposes, your receipt of KKRpwon units and cash in lieu of fractional unitekthange for your KFN common
shares in the merger generally will cause you ¢ogaize gain or loss measured by the differencanyf between (i) the sum of (A) the
fair market value of any KKR common units receivé®), the amount of cash received and (C) your shakK-N's nonrecourse debt
immediately prior to the merger and (ii) your ad@gstax basis in your KFN common shares. Any swah gr loss recognized genere
will be treated as capital gain or loss and willdieg-term capital gain or loss if your holding ipekrfor your KFN common shares
exceeds one year. However, a portion of any suithvgli be treated as ordinary income to the exgtibutable to your allocable sh.
of unrealized gain or loss in KFN's assets as de=tin Section 751 of the U.S. Internal RevenudeZavhich is referred to in this
proxy statement/prospectus as the Code. If yoa a@nt.S. holder of KFN common shares, a portion of gaiy recognized by you
the merger (which will be calculated in the samexn@a described above for a U.S. holder) may béedefar U.S. federal income tax
purposes as effectively connected income, and hgmeenay be subject to U.S. federal income taxumh portion. All holders of KFN
common shares should consult their own tax ad¥aoa full understanding of how the merger willeff their taxes. See "Material U
Federal Income Tax Consequences of the Mergerhbewj on page 159 of this proxy statement/prospefciufurther discussion of the
U.S. federal income tax consequences of the merger.

Q: What are the expected U.S. federal income tax corggeences for a KFN common shareholder of the ownerghof KKR common
units after the merger is completed?

A: Subject to the requirements below, KKR will be tegk for U.S. federal income tax purposes, as t@eaship and not as an association
or a publicly traded partnership taxable as a aatan. As a result, a U.S. KKR common unitholdéli ae subject to U.S. federal,
state, local and possibly, in some cases, foreigome taxation on its allocable share of KKR's gevhincome, gain, loss, deduction
and credit (including its allocable share of thitems of any entity in which KKR invests that isdted as a partnership or is otherwise
subject to tax on a flow-through basis) for eackKR's taxable years ending with or within the hoider's taxable year, regardless of
whether or when such unitholder receives cashiloligions. KKR will be treated, for U.S. federal amoe tax purposes, as a partnership
described above so long as 90% of KKR's gross ieciom
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each taxable year constitutes qualifying incomdedmed in Section 7704 of the Code and KKR isnequired to register as an
investment company under the U.S. Investment Companof 1940, as amended, which is referred tthis proxy
statement/prospectus as the Investment CompanyAet,continuing basis, assuming there is no chamigev.

KKR expects that it will be engaged in a U.S. tradbusiness for U.S. federal income tax purpasejding by reason of investments
in U.S. real property holding corporations, reaatssassets and natural resource and oil and gastinents, in which case some pori
of KKR's income would be treated as effectively mected income with respect to non-U.S. holder&®@i. To the extent KKR's
income is treated as ECI, non-U.S. KKR common whitbrs generally would be subject to withholding ¢& their allocable share of
such income, would be required to file a U.S. fatlercome tax return for such year reporting tlalimcable share of income effective
connected with such trade or business and any otbeme treated as ECI, and would be subject to fédral income tax at regular
U.S. tax rates on any such income (state and iocaime taxes and filings may also apply in thatgveéNon-U.S. KKR common
unitholders that are corporations may also be stibjea 30% branch profits tax (potentially reduceder an applicable treaty) on their
actual or deemed distributions of such income duditéon, distributions to non-U.S. KKR common umittiers that are attributable to
profits on the sale of a U.S. real property inteneay also be subject to 30% withholding tax. Alson-U.S. KKR common unitholders
may be subject to 30% withholding on allocation&KR's income that are U.S. source fixed or detaahie annual or periodic income
under the Code, unless an exemption from or a estitate of such withholding applies (under an @aplie treaty of the Code) and
certain tax status information is provided.

All holders of KFN common shares should consulirthern tax advisor for a full understanding of & consequences of the
ownership of KKR common units after the mergerampleted. See "Material U.S. Federal Tax ConseqgeatKKR Common Unit
Ownership" beginning on page 171 of this proxyestant/prospectus for further discussion of the fk&eral income tax consequen
of the ownership of KKR common units.

What do | need to do now?

Carefully read and consider the information corgdiim and incorporated by reference into this pretegement/prospectus, including
annexes. Then, please vote your KFN common shateésh you may do by:

. submitting your proxy by telephone or via the Intgrby following the instructions included on yquioxy card;
. completing, dating, signing and returning thelesed proxy card in the accompanying postage-@aielope; or
. attending the special meeting and voting bydbati person.

If you hold KFN common shares through a brokertbeonominee, please instruct your broker or nomioevote your KFN
common shares by following the instructions thatlinoker or nominee provides to you with these nmalse

Should | send in my share certificates now
No. KFN shareholders should not send in their shartficates at this time. After completion of tierger, KKR's exchange agent will

send you a letter of transmittal and instructiasrseixchanging your KFN common shares for the mergasideration. The KKR
common units you receive in the merger will be éxbin book-entry form.
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Q: Whom should I call with questions?

A: KFN shareholders should call Innisfree M&A Incoratad, KFN's proxy solicitor, toll-free at (888) 75834 (banks and brokers call
collect at (212) 750-5833) with any questions alibatmerger or the special meeting, or to obtaditaxhal copies of this proxy
statement/prospectus, proxy cards or voting insondorms.
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SUMMARY

This summary highlights selected information frbis proxy statement/prospectus. You are urgedad oarefully the entire proxy
statement/prospectus and the other documents egfeorin this proxy statement/prospectus becawsatbrmation in this section does
not provide all the information that migheimportant to you with respect to the merger agreetythe merger and the other matters
being considered at the KFN special meeting. Sdeef@&/You Can Find More Information” beginning omge&21 of this proxy
statement/prospectus.

The Parties (See page 52)
KKR Financial Holdings LLC

KFN is a Delaware limited liability compamhose common shares are publicly traded on theENXYf®ler the symbol "KFN." KFN
is a specialty finance company with expertise rarege of asset classes. The principal executiveesfiof KFN are located at
555 California Street, 50th Floor, San Franciscaljf@rnia 94104, and its telephone number is (AH)-3620.

KKR & Co. L.P.

KKR is a Delaware limited partnership whasenmon units are publicly traded on the NYSE untdersymbol "KKR." KKR is a
global investment firm with $90.2 billion in assetsder management as of September 30, 2013. Tiegal executive offices of KKR
are located at 9 West 37 Street, Suite 4200, New York, New York 10019, @#adelephone number is (212) 750-8300. KKR and its
subsidiaries are referred to in this proxy statefpemspectus as the KKR Group.

KKR Fund Holdings L.P.

Fund Holdings is an exempted limited parthig formed under the laws of the Cayman Islamibkia a subsidiary of KKR. The
principal executive offices of Fund Holdings aredted c/o KKR 9 West 5% Street, Suite 4200, New York, New York 10019, #ad
telephone number is (212) 750-8300.

Copal Merger Sub LLC

Merger Sub is a Delaware limited liabildgmpany and is a direct, wholly owned subsidiarfafd Holdings. The principal

executive offices of Merger Sub are located at $V8&™" Street, Suite 4200, New York, New York 10019, #sdelephone number is
(212) 750-8300.

The Merger (See page 117)

KFN, KKR, Fund Holdings and Merger Sub hamered into the merger agreement. Subject ttetines and conditions of the
merger agreement and in accordance with DelawareNterger Sub will be merged with and into KFN, vkKFN continuing as the
surviving entity. Upon completion of the merger, M®ill be a direct subsidiary of Fund Holdings, akEN common shares will no
longer be publicly traded. KFN's preferred shardsramain outstanding and listed on the NYSE aftempletion of the merger.

Merger Consideration (See page 124)

The merger agreement provides that, attleetive time of the merger, each KFN common slieseed and outstanding
immediately prior to the effective time will be a@rted into the right to receive 0.51 KKR commoiitsirEach KFN common share that
is held by Fund Holdings or any subsidiary of Fitaldings immediately prior to the effective timetbe merger will be cancelled
without any conversion or payment of consideratiorespect thereof.
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KKR will not issue any fractional KKR commainits in the merger. Instead, the total numbd€KiR common units that each KFN
common shareholder will receive in the merger bdlrounded down to the nearest whole number, acfu BN common shareholder
will receive cash, without interest, for any fractal KKR common unit that such person would othseweceive in the merger.

Treatment of Equity Awards (See page 124)

Options. Each KFN option to purchase a KFN common sttagis outstanding and unexercised immediatelyrgd the
effective time of the merger will be cancelled aotverted into the right to receive an amount shoagual to the excess of the cash
value of 0.51 KKR common units over the exercidegpper KFN common share subject to such option.

Restricted Shares. Each restricted KFN common share that is ontstey immediately prior to the effective time oétherger
will be converted into 0.51 restricted KKR commarits having the same terms and conditions as apmisuch restricted KFN
common share immediately prior to the effectiveetim

Phantom Shares. Each outstanding phantom share under KFN's Bloployee Directors' Deferred Compensation and Share
Award Plan will be converted into a phantom shareespect of 0.51 KKR common units and will othessviemain subject to the terms
of the plan.

KFN Special Shareholder Meeting; Shareholders Entied to Vote; Vote Required (See page 54)

Meeting. The KFN special meeting will be held at , on , 2024, , local time. At the special
meeting, KFN common shareholders will be askedote wn the following proposals:

. Proposal 1: Adoption of the Merger Agreement The affirmative vote of holders of at leashajority of the
outstanding KFN common shares entitled to voteaitvey including a majority of the outstanding KFNrooon shares
entitled to vote thereon held by shareholders atheen KKR and its affiliates. Accordingly, abstems and unvoted shares
will have the same effect as votes "AGAINST" theptibn of the merger agreement.

. Proposal 2: Adjournment of the KFN Special Meeting (if necegsar The affirmative vote of holders of at least a
majority of the outstanding KFN common shares kttito vote thereon present in person or repreddnteroxy at the
special meeting. Accordingly, an abstention wiNéahe same effect as a vote "AGAINST" the propaathough an
unvoted share will have no effect on the proposaliming that a quorum is present at the specidimgee

Record Date. Only KFN common shareholders of record as efdlese of business on 201Ube entitled to
receive notice of and to vote at the special mge#s of the close of business on the record dfate o , 2014, there
were KFN common shares outstandimyemntitled to vote at the special meeting, inclgdi shares held by KKR and it$

affiliates. Each holder of a KFN common share itled to one vote for each common share owned #searecord date.

Required Vote. To adopt the merger agreement, holders ofaat ke majority of the outstanding KFN common sharegled to
vote thereon, including a majority of the outstangdiKFN common shares entitled to vote thereon bglghareholders other than KKR
and its affiliates, must vote in favor of the adoptof the merger agreemeithe merger cannot be completed unless KFN common
shareholders adopt the merger agreementBecause approval is based on the affirmative votd at least a majority of the
outstanding KFN common shares, a KFN common sharelaer's failure to vote, an abstention from voting o the failure of a KFN
common shareholder who holds his or her units in
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"street name" through a broker or other nominee togive voting instructions to such broker or other naninee will have the same
effect as a vote "AGAINST" the adoption of the mergr agreement.

To approve the adjournment of the KFN splatieeting, if necessary to solicit additional pesxif there are not sufficient votes to
adopt the merger agreement at the time of the ap@eeting, the affirmative vote of holders ofeddt a majority of the outstanding KFN
common shares entitled to vote thereon presergrisop or represented by proxy at the special ngétirequired. Because approval of
this proposal is based on the voting power preséhtrespect to such proposal, abstentions willehidne same effect as a vote
"AGAINST" the proposal, and failures to be presentote and failures of KFN common shareholders Wwbid their shares in "street
name" through brokers or other nominees to givengdhstructions to such brokers or other nomineishave no effect on the vote
held on such proposal provided that a quorum isere

Share Ownership of KFN's Directors and Exae Officers. As of the close of business on the record fiatthe special meeting,
KFN's directors and executive officers beneficiallyned and had the right to vote own shares at the special meeting,
representing approximately % of the KFN caonrshares entitled to vote at the special meeting.

It is expected that KFN's directors andecexi@e officers will vote their sharesFOR " the adoption of the merger agreement and "
FOR " the proposal to adjourn the special meetingeifassary, although none of them has entered iptagneement requiring them to
do so.

Share Ownership of Affiliates of KKRAs of the close of business on the record ftatthe special meeting, affiliates of KKR
beneficially owned and had the right to vote common shares at the special meetingesepting approximately % of the
KFN common shares entitled to vote at the specéstmg.

It is expected that the affiliates of KKRllwote their shares FOR " the adoption of the merger agreement aROR " the
proposal to adjourn the special meeting, if neagssdthough none of them has entered into anyesgest requiring them to do so. Any
such affirmative vote will not, however, affect ttegjuired approval of the proposal to adopt thegereagreement by the affirmative votq
of a majority of KFN common shares entitled to vittereon other than KFN common shares held by KK&Rits affiliates.

Recommendation of the KFN Board of Directors and Rasons for the Merger; Fairness of the Merger (Seeage 68)

The KFN board of directors, upon the unamisirecommendation of a transaction committee stingisolely of independent
directors, recommends that KFN shareholders véi®R " the adoption of the merger agreement.

In the course of reaching its decisiongprave the merger agreement and the transactiotieroplated by the merger agreement,
the KFN board of directors considered a numberofdrs in its deliberations. For a more complesewuision of these factors, see
"Special Factors—Recommendation of the KFN BoarBioéctors and Reasons for the Merger; FairnesseoMerger" beginning on
page 68 of this proxy statement/prospectus.

Opinion of the Financial Advisor to the KFN Transadion Committee (See page 73)

Sandler O'Neill & Partners, L.P., refertedn this proxy statement/prospectus as Sandleil, acted as financial advisor to the
transaction committee in connection with the pregbsansaction and participated in certain of thgatiations leading to the execution
of the merger agreement. At the December 13, 204&inyg of the transaction committee, Sandler OlNdeiivered to the transaction
committee its oral opinion, which was subsequetdlyfirmed in writing on December 16, 2013, thatphBecember 16, 2013, the
merger consideration was fair to the holders of Kielkhmon shares from a
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financial point of view. The full text of Sandler O'Neill's opinion is atached as Annex B to this proxy statement/prospectushe
opinion outlines the procedures followed, assumptits made, matters considered and qualifications anlimitations on the review
undertaken by Sandler O'Neill in rendering its opinion. The description of the opinion set forth belowis qualified in its entirety by
reference to the full text of the opinion. Holdersof KFN common shares are urged to read the entirepinion carefully in
connection with their consideration of the proposednerger.

KKR Unitholder Approval is Not Required (See page 14)

KKR unitholders are not required to addya merger agreement or approve the merger orsbanse of KKR common units in
connection with the merger.

Ownership of KKR after the Merger

Based on the number of outstanding KFN comshares (including restricted shares) outstanak$ngf , 2014, KKR
expects to issue approximately iomlIKKR common units to KFN common shareholdersspant to the merger agreement.
The actual number of KKR common units to be issu@duant to the merger agreement will be determanelde completion of the
merger based on the exchange ratio of 0.51 anduiimer of KFN common shares (including restrictealss) outstanding at that time.

As of , 2014, KKR ldings L.P., which is referred to in this proxytstaent/prospectus as KKR Holdings,
owns partnership interests of eddikKR Management Holdings L.P. and Fund Holdindg®(holding companies of the KKR
business) which are referred to, together, inphity statement/prospectus as the KKR Group Pathifes. These partnership interests
are referred to in this proxy statement/prospeatuthe KKR Group Partnership units, and may bectillely exchanged, on a quarterly
basis, for KKR common units on a one-for-one basibject to customary conversion rate adjustmemtsglits, unit distributions and
reclassifications.

As of , 2014, KKRcha of its common units outstandingjain excludes KKR common units beneficially
owned by KKR Holdings through its ownership of KK&Roup Partnership units, KKR common units availdbldfuture issuances under
the KKR & Co. L.P. 2010 Equity Incentive Plan anHIR common units available for future issuance inreection with KKR's
acquisitions. Based on the number of KKR commomsumiitstanding as of , 20df#renced in the immediately preceding
sentence, it is anticipated that, immediately aftercompletion of the merger, former KFN commoarsholders will own
approximately % of the outstanding KKR conmumits. However, assuming all of the KKR GrouptRarship units held by KKR
Holdings as of , 2014 wexelenged into KKR common units prior to the mergdg anticipated that, immediately after
the completion of the merger, former KFN commorrshalders will own approximately % of thestanding KKR common units.
See "—Organizational Chart" for a simplified diagrahowing KKR's organizational structure.

Holders of KKR common units do not electIRK managing partner or its board of directors antlke the holders of KFN's
common shares with respect to KFN, have only lichiteting rights on matters affecting KKR's businasd therefore limited ability to
influence decisions regarding KKR's business, wigalun by its managing partner. See "ComparisofkiR Common Units and KFN
Common Shares" beginning on page 199 of this pstatement/prospectus.

Interests of Directors and Executive Officers of KIN in the Merger (See page 111)

KFN's executive officers and directors hanerests in the merger that are different fromipaaddition to, their interests as common
shareholders of KFN. The members of the KFN bo#wirectors were aware of and considered thesedsits, among other matters, in
evaluating and negotiating the merger agreementtantherger, and in recommending to KFN's common
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shareholders that the merger agreement be addffdtls executive officers (including any executiviiaers who are members of the
KFN board of directors) did not participate in thate by the KFN board of directors relating to therger. The merger agreement
provides for the conversion of KFN restricted conmsbares and KFN phantom shares into awards ircesp KKR common units,
with the number of KFN common shares underlyinghstanverted awards to be adjusted on the sameda&EN common shares. In
addition, KFN's executive officers and directors antitled to continued exculpation, indemnificatiexpense advancement rights and
insurance coverage under indemnification agreensmrdshe merger agreement. These different inteegstdescribed under "Special
Factors—Interests of Directors and Executive Ofcef KFN in the Merger" beginning on page 111h$ fproxy statement/prospectus.

Risks Relating to the Merger and Ownership of KKR @mmon Units (See page 29)

KFN common shareholders should considexfally all the risk factors, together with all dfe other information included or
incorporated by reference, in this proxy statenpeagipectus before deciding how to vote. Risksirgab the merger and the ownership
of KKR common units are described in the sectitiadi"Risk Factors" beginning on page 29 of thisxyrstatement/prospectus. Some g
these risks include, but are not limited to, thdescribed below:

. Because the exchange ratio is fixed, KFN comstmreholders cannot be sure of the market valtieedkKR common
units they will receive as merger consideratioatreé to the value of the KFN common shares theharge.

. KFN and KKR may be unable to obtain the regulatdearances and approvals required to completenterger or may be
required to comply with material restrictions otisfy material conditions.

. The merger agreement contains provisions that KiRN's ability to pursue alternatives to the merged, in specified
circumstances, could require KFN to pay a termampayment of $26,250,000 to Merger Sub or itsgies.

. Executive officers and directors of KFN havetagr interests that are different from those of Kédnmon shareholders
generally. See "Special Factors—Interests of Dimscand Executive Officers of KFN in the Merger'gbaing on
page 111 of this proxy statement/prospectus.

. KFN common shareholders will have a reduced owngiligterest and will not have a voting interestinst matters after
the merger and will exercise materially less oinfluence over management.

. KKR common units to be received by KFN common shelgers as a result of the merger have materidigrdnt rights
than KFN common shares.

. KFN common shareholders are expected to recegakable income or gain for U.S. federal inconxeptarposes as a
result of the merger.

. KKR is an affiliate of KFN's external manager, whigrovides executive officers and other servicdsRdl.

Material U.S. Federal Income Tax Consequences oféhiVlerger (See page 159)

The merger will be a taxable transactiands. federal income tax purposes. If you are & bolder of KFN common shares, for
U.S. federal income tax purposes, your receiptibRkcommon units and cash in lieu of fractional amit exchange for your KFN
common shares in the merger generally will causetgaecognize gain or loss measured by the differeif any, between (i) the sum of
(a) the fair market value of any KKR common unéseived, (b) the amount of cash received and (g) gbare of KFN's nonrecourse
debt immediately prior to the merger and (ii) yadjusted
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tax basis in your KFN common shares. Any such gaioss recognized generally will be treated astabgain or loss and will be long-
term capital gain or loss if your holding period ymur KFN common shares exceeds one year. Howavagrtion of any such gain will
be treated as ordinary income to the extent atatida to your allocable share of unrealized gailoss in KFN's assets to the extent
described in Section 751 of the Code. If you aNoa-U.S. holder of KFN common shares, a portioarf gain recognized by you in the
merger (which will be calculated in the same mamtescribed above for a U.S. holder) may be trefaied.S. federal income tax
purposes as effectively connected income, and hgmeenay be subject to U.S. federal income taxumh portion. All holders of KFN
common shares should consult their own tax ad¥aoa full understanding of how the merger willedt their taxes. See "Material U.S.
Federal Income Tax Consequences of the Mergerhbatj on page 159 of this proxy statement/prosgefciufurther discussion of the
U.S. federal income tax consequences of the merger.

Accounting Treatment of the Merger (See page 113)

The merger will be accounted for by KKRngsthe acquisition method of accounting. Under théthod of accounting, the
purchase price will be allocated to the fair vadli¢he net assets acquired at the date of complefithe merger. The excess purchase
price over the fair value of the net assets acquirid be recorded as goodwill.

Listing of KKR Common Units; Delisting and Deregistation of KFN Common Shares (See page 114)

KKR common units are currently listed oe Y SE under the ticker symbol "KKR." It is a cotioin to closing of the merger that
the KKR common units to be issued in the mergé¢kdl common shareholders be approved for listinghenNY SE, subject to official
notice of issuance.

KFN's common shares are currently listedhenNYSE under the ticker symbol "KFN." If the mer is completed, KFN's common
shares will cease to be listed on the NYSE andhwiltieregistered under the Exchange Act.

No Appraisal Rights (See page 113)

Under Delaware law and pursuant to KFNsrafing agreement, KFN common shareholders wilhaoe appraisal rights in
connection with the merger.

Conditions to Consummation of the Merger (See pagkL8)

KKR and KFN currently expect to complete therger in the first half of 2014, subject to iptef required KFN shareholder
approval and regulatory approvals and clearancgsalpject to the satisfaction or waiver of the ottenditions to the merger described
below.

As more fully described in this proxy statmt/prospectus, each party's obligation to coraplet merger depends on a number of
conditions being satisfied or, to the extent peadiby applicable law, waived, including the foliog:

. the merger agreement must have been adopted lafitmeative vote of the holders of at least a migjoof the
outstanding KFN common shares entitled to voteeitveon the record date, including the holdersmoggority of the
outstanding KFN common shares other than those &#ilimon shares held by KKR or any affiliate of KKR;

. the waiting period applicable to the merger underiart-Scott-Rodino Antitrust Improvements Actl8f76, as amended,
which is referred to in this proxy statement/pragps as the HSR Act, must have been terminatesprezl, and all
consents required under any other antitrust lawt imaxge been obtained or any applicable waitingogkttiereunder must
have been terminated or expired;
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. there must be no outstanding judgment, injunctiwder or decree of a competent U.S. federal oe gfaternmental
authority prohibiting or enjoining the completiohtbe merger or the other transactions contemplgeithe merger
agreement;

. the registration statement of which this proxyestant/prospectus forms a part must have been ddaéfective by the

SEC and must not be subject to a stop order ofegim@straining order by the SEC; and

. the KKR common units to be issued in the mergertihage been approved for listing on the NYSE, suthje official
notice of issuance.

The obligations of each of KKR, Fund Holgsrand Merger Sub to effect the merger are sutjebie satisfaction or waiver of the
following additional conditions:

. the representations and warranties of KFN in thegereagreement being true and correct both whereraad at and as of
the date of the closing of the merger, subjecettain standards, including materiality and matexitverse effect
qualifications, as described under "The Merger &grent—Conditions to Consummation of the Merger'ifn@igg on
page 118 of this proxy statement/prospectus;

. KFN having performed in all material respects #ligations required to be performed by it underrierger agreement at
or before the closing;

. there not having occurred any events that, indadighor in the aggregate, constitute a materialeasky effect with respect
to KFN since the date of the merger agreement;

. the receipt of an officer's certificate execubgdan executive officer of KFN certifying that theee preceding conditions
have been satisfied;

. the receipt of a payoff letter reasonably acceptadKKR with respect to the termination of KFNsgsting $150 million
credit facility and any amounts outstanding thedswnand

. receipt of a statement in accordance with TreaRemgulation Section 1.1445-11T(d)(2) certifying tB8%o or more of the
value of the gross assets of KFN does not conbldt®. real property interests, or that 90% or nufrthe value of the
gross assets of KFN does not consist of U.S. megderty interests plus cash or cash equivalents.

The obligations of KFN to effect the mergee subject to the satisfaction or waiver of tlofving additional conditions:

. the representations and warranties of KKR in thegereagreement being true and correct both whereraad at and as of
the date of the closing of the merger, subjecettain standards, including materiality and matexitverse effect
qualifications, as described under "The Merger &grent—Conditions to Consummation of the Merger'ifngigg on
page 118 of this proxy statement/prospectus;

. each of KKR, Fund Holdings and Merger Sub havindggmed in all material respects, all obligatiorgjuired to be
performed by it under the merger agreement at faréehe closing;

. there not having occurred any events that, indadighwor in the aggregate, constitute a materialeasky effect with respect
to KKR since the date of the merger agreement; and

. the receipt of an officer's certificate execuydan executive officer of KKR certifying that thieree preceding conditions
have been satisfied.
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Regulatory Approvals and Clearances Required for te Merger (See page 113)

Consummation of the merger is subject ¢oetkpiration or termination of the waiting periaader the HSR Act applicable to the
merger. See "Special Factors—Regulatory ApprovadsGlearances Required for the Merger" beginningage 113 of this proxy
statement/prospectus.

No Solicitation by KFN of Alternative Proposals (Se page 121)

Under the merger agreement, KFN has agtesdt will not, and it will use reasonable beBb#ds to cause its and its subsidiaries'
directors, officers, employees, agents, investrhankers, attorneys, accountants and other repegses not to, directly or indirectly,
except as otherwise permitted by the merger agneeme

. initiate or solicit or knowingly encourage any imggs with respect to, or the making of, an acdigisiproposal;

. engage in any negotiations concerning, or pmwidy confidential information or data to any parselating to, an
acquisition proposal;

. approve or recommend, or propose publicly tarapg or recommend, any acquisition proposal;

. approve or recommend, or propose publicly to appavrecommend, or execute or enter into, anyrleftatent,
agreement in principle, merger agreement, acquiségreement, option agreement or other similageagent relating to
any acquisition proposal; or

. propose publicly or agree to do any of the foirg relating to any acquisition proposal.

In addition, the merger agreement requflesl and its subsidiaries to (1) cease and caube terminated any existing activities,
discussions or negotiations with any person coretlptior to the date of the merger agreement \eigpect to an acquisition proposal
and (2) request that each third party that execateshfidentiality agreement that relates to arusitipn proposal before the date of the
merger agreement return or destroy all confideimfarmation furnished to the third party by KFNam its behalf before the date of the
merger agreement.

Notwithstanding these restrictions, the geeagreement provides that, under specified cistantes at any time before KFN
shareholders vote in favor of the adoption of tlerger agreement, if KFN receives a written unsigetbona fide acquisition proposal
after the date of the merger agreement that thedhafadirectors of KFN has determined in good faétfier consultation with its outside
legal counsel and financial advisors (1) constf#wesuperior proposal (as described below) ord@dcreasonably be expected to result
in a superior proposal, KFN may:

. furnish nonpublic information to a third partyat makes an acquisition proposal, if, before &himg the information,
KFN receives an executed confidentiality agreemstit provisions no less restrictive to the thirdtgavith respect to the
use or disclosure of nonpublic information thandbafidentiality agreement in effect between KFM &KR; and

. engage in discussions or negotiations with thel tharty with respect to the acquisition proposal.

KFN has also agreed in the merger agreethantt will promptly orally notify KKR of any ragest for information or any inquiries,
proposals or offers relating to an acquisition s indicating, in connection with the notice, tfaane of the person making the requeg
inquiry, proposal or offer and the material termd aonditions of any proposals or offers, and thatll provide to KKR written notice
of any inquiry, proposal or offer within 24 hourktbe request or inquiry, proposal or offer andiespf any written or electronic
correspondence to or from any person making anisitiqn proposal. KFN is required to keep KKR infoed orally, as soon as
reasonably practicable, of the status of any agensproposal, including with respect to the staéund terms of any proposal

—F
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or offer and whether any proposal or offer has be#mdrawn or rejected, and to provide to KKR weittnotice of any withdrawal or
rejection and copies of any written proposals quests for information within 24 hours. KFN haadgreed to provide any information
to KKR (not previously provided to KKR) that it prides to another person pursuant to these proesibsubstantially the same time it
provides the information to the other person.

Change in KFN Board Recommendation (See page 122)

The merger agreement provides that the Ke&td of directors will not, directly or indirectlwithdraw, modify or qualify, in a
manner adverse to KKR, the KFN board of direct@sbmmendation that KFN's common shareholders allepherger agreement or
approve, adopt or recommend, or publicly proposspfarove, adopt or recommend, any alternative adopn proposal.

Notwithstanding the above, subject to éenpaocedural requirements and limitations as giedifor in the merger agreement and
described under "The Merger Agreement—Change in BBbrd Recommendation” beginning on page 122 sfgghixy
statement/prospectus, if KFN receives a writterolicised bona fide acquisition proposal or in respe to an intervening event, the KFN
board of directors may effect a change of recomratowl under certain circumstances.

Termination of the Merger Agreement (See page 126)

KKR or KFN may terminate the merger agreena any time prior to the closing, whether beforafter KFN common
shareholders have approved the merger agreement:

. by mutual written consent;

. if there is any law or regulation that makes ptation of the merger illegal or otherwise prohgit or if any judgment,
injunction, order or decree of a competent U.Sefabor state governmental authority enjoiningpheies from
completing the merger is entered and has becorakdird nonappealable;

. if the merger is not completed on or before Septwmib, 2014;

. if KFN common shareholders do not adopt the meageeement at the special meeting (including anguadjment or
postponement of the special meeting); or

. if the other party has materially breached ahiygsarepresentations, warranties, covenants aeagents contained in the
merger agreement, or if any fact, circumstancengwhange, occurrence or effect has occurred,hwieach or fact,
circumstance, event, change, occurrence or effeatdaresult in the failure of certain closing caiatis to be satisfied on
or prior to September 16, 2014, and the breachayr €ircumstance, event, change, occurrence ectaff not capable of
being cured or is not cured by the earlier of @)p8siness days after written notice is receivethbyparty alleged to be in
breach or with respect to which a fact, circumstamwent, change, occurrence or effect is allegédte occurred and
(2) September 16, 2014.

In addition, KKR may terminate the merggreeement if, at any time before KFN common shawdsl have adopted the merger
agreement:

. a change of recommendation has occurred; or

. an alternative acquisition proposal in respédtfeN is publicly announced or disclosed (or anysoea publicly announces
an intention (whether or not conditional) to makeagquisition proposal) after the date of the meaggeement and the
board of directors of KFN fails to affirm the recomandation in favor of the adoption of the mergeeagent during the
time periods required under the merger agreement.

18




Table of Contents

In addition, KFN may terminate the merggrre@ment at any time before KFN common shareholikere adopted the merger
agreement in order to enter into a definitive werithgreement with respect to a superior proposaiged that KFN has complied in all
material respects with its obligations under désdiunder "The Merger Agreement—No SolicitatiorkiyN of Alternative Proposals”
and "The Merger Agreement—Change in KFN Board Renendation” beginning on pages 121 and 122, resjgégtiof this proxy
statement/prospectus and pays the applicable tatimmpayment described herein.

Expenses and Termination Payments Relating to the &ftger (See page 127)

Generally, all fees and expenses incumazbnnection with the merger will be the obligatafrthe respective party incurring such
fees and expenses, except that (1) expenses iddareennection with filing, printing and mailing the registration statement of which
this proxy statement/prospectus forms a part aiscottoxy statement/prospectus (including filingsewill be shared equally by Fund
Holdings and KFN and (2) KKR will be responsible &l filing fees under the HSR Act and other anst laws.

Following termination of the merger agreamander specified circumstances, KFN may be reguio pay Merger Sub or its
designee (unless the payment obligation is waiyellérger Sub) a termination payment of $26,250,00t reimburse KKR for its
merger-related expenses not to exceed $7.5 million.

The parties agreed that the amount of KEMN'd-party expenses accrued in the fourth quat@013 in connection with the
consideration by KFN of the KKR acquisition proplosauld reduce the amount of management fees pakHN to a subsidiary of
KKR under the management agreement in an amouad émsauch third-party expenses paid.

Comparison of KKR Common Units and KFN Common Shars (See page 199)

KFN common shareholders receiving KKR commaits in the merger will have materially diffeteights once they become
holders of KKR's common units due to differencesvieen the governing documents of KFN and the gamgrdocuments of KKR.
These differences are described in more detailni@@emparison of KKR Common Units and KFN Commora&s" beginning on
page 199.

Litigation Relating to the Merger (See page 115)

Fifteen putative stockholder class actmmduits, referred to in this proxy statement/proggeas the merger lawsuits, were filed
against KFN and certain other defendants in commeetith KFN's entering into the merger agreemeite of the merger lawsuits were
filed in the Superior Court of California, Countly®an Francisco; one of the merger lawsuits wasl filh the United States District Court
for the District of California; and nine of the nger lawsuits were filed in the Court of Chancenytaf State of Delaware. The parties in
the five California state court actions have figedtipulation agreeing to consolidate the actiafgch is now pending for approval by the]
court. The plaintiff in the federal action has mdvJer an order scheduling a preliminary injunctieearing and authorizing expedited
discovery. Two of the Delaware court actions weskintarily dismissed, and the remaining seven Dalaveourt actions were
consolidated. Each of the merger lawsuits was filedehalf of a putative class of KFN common sheledrs against KFN, the
individual members of KFN's board of directors, KKRind Holdings, and Merger Sub. The merger lawsliege variously that the
members of the KFN board of directors breached fiokiciary duties owed to KFN common sharehold®rapproving the proposed
merger for inadequate consideration; approvingrdugsaction in order to obtain benefits not equsiiigred by other KFN common
shareholders; entering into the merger agreemenaicong preclusive deal protection devices; fgjlin take steps to maximize the
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Organizational Chart

KKR Management LLC
(Managing Partner)"

value to be paid to the KFN common shareholderd;faifing to disclose material information necegdar KFN common shareholders
to make a fully informed decision about the propbserger. The merger lawsuits also seek to statmslagainst KFN, KKR, Fund
Holdings, and Merger Sub for aiding and abettiresthalleged breaches of fiduciary duties. In asoidjttertain of the complaints allege
that KKR controlled KFN by means of a management@gent between KFN and KKR Financial Advisors Li@d that, as a
consequence, KKR breached fiduciary duties it oteelFN common shareholders by causing KFN to apptbe merger agreement.
The plaintiffs in each of the merger lawsuits gafigrseek, among other things, declaratory anchictiue relief concerning the alleged
breaches of fiduciary duties, injunctive relief pifmting the consummation of the acquisition, resimn, an accounting by defendants,
damages and attorneys' fees and costs, and olieér re

The following diagram depicts a simplifiedjanizational structure of KKR following the merge

GP (No
Public Economics)
Unitholders KKR Holdings L.P.&
Special
Non-Economic
KKR & Co. L.P. Voting Units®
(NYSE: KKR)
IV \

KKR Management GP

Holdings Corp.®

GP LP P

KKR Management KKR Fund KKR Group

Holdings L.P.# Holdings L.P."#% Fartnerships

T~

Management Companies,
Capital Markets
Companies, General
Partners of Credit and
Certain Other Funds
and Vehicles®

KKR Financial
Holdings LLC

principals.

General Partners of
Private Equity,
Infrastructure, Real Assets
and Certain Other
Funds and Vehicles®

Q) KKR Management LLC serves as the general partn&Két, which is governed by a board of directors sisting of a majority
of independent directors. KKR Management LLC doatshold any economic interests in KKR and is owhgdenior KKR
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(@)

(3)

(4)

(5)

KKR Holdings is the holding vehicle through whiclKR principals and other persons indirectly own thetierests in KKR's
business through ownership of KKR Group Partnershigs. As of December 31, 2013, KKR Holdings arkRKheld 58.4% and
41.6%, respectively, of the KKR Group Partnershifisi KKR Group Partnership units held by KKR Halgs represent interests
in KKR's business that are not attributable to baddbf KKR common units. KKR Group Partnership siiitat are held by KKR
Holdings are exchangeable for KKR common units onefor-one basis, subject to customary convensitsadjustments for
splits, unit distributions and reclassificationslammpliance with applicable vesting and transéstrictions. As limited partner
interests, these KKR Group Partnership units arevaiing and do not entitle KKR Holdings to pantiate in the management of
KKR's business and affairs.

KKR Holdings holds special non-economic voting arit KKR that entitle it to cast, with respect hm$e limited matters that
may be submitted to a vote of KKR's unitholdersumber of votes equal to the number of KKR Grougrfeaship units that it
holds from time to time.

Because the income of KKR Management Holdings is likely to be primarily non-qualifying incaerfor purposes of the
qualifying income exception to the publicly tradeattnership rules, KKR formed KKR Management HojgirCorp., which is
subject to taxation as a corporation for U.S. fabielcome tax purposes, to hold its KKR Group Raghip units in KKR
Management Holdings L.P. Accordingly, KKR's allotmabhare of the taxable income of KKR Managemenrdidgs L.P. will be
subject to taxation at a corporate rate. KKR Managy@ Holdings L.P., which is treated as a partriprfr U.S. federal income
tax purposes, was formed to hold interests in KK&sgenerating businesses and other assets thatahgenerate qualifying
income for purposes of the qualifying income exwapto the publicly traded partnership rules. Fitaddings, which is also
treated as a partnership for U.S. federal incom@taposes, was formed to hold interests in KKR'Sitesses and assets that wil
generate qualifying income for purposes of the ifgia income exception to the publicly traded parship rules.

40% of the carried interest earned in relatmKKR's investment funds and carry paying co-siaeent vehicles is allocated to a
carry pool from which carried interest is allocatedKKR principals, other professionals and sel@dther individuals who work
in these operations, thereby reducing the amoucawofed interest allocable to KKR Holdings anddews of KKR common units.
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Selected Historical Consolidated Financial Data dkKR

The following historical consolidated fir@al data as of December 31, 2012 and 2011 aneldfchn of the years ended on
December 31, 2012, 2011 and 2010 are derived fr&R'& audited consolidated financial statementsaioat in KKR's Annual Report
on Form 10-K for the year ended December 31, 2@h#;h has been incorporated by reference in trogypstatement/prospectus. The
following historical consolidated financial dataafDecember 31, 2010, 2009 and 2008 and for thesyended on December 31, 2009
and 2008 are derived from KKR's audited consolidlaied combined financial statements that are roddidied or incorporated by
reference in this proxy statement/prospectus. titiad, the selected consolidated financial infotima as of and for the nine-month
periods ended September 30, 2013, and 2012 hawereded below. The selected consolidated firerinformation for the interim
periods has been derived from the unaudited cordetmnsolidated financial statements containeddR'K Quarterly Report on
Form 10-Q for the nine-month period ended SepterBBeR013, which has been incorporated by referanttas proxy
statement/prospectus and, in the opinion of KKRAsagement, includes all adjustments, consisting @ihhormal recurring adjustments,
necessary for a fair presentation of such inforomafor the interim periods. The following informati should be read in conjunction with
"Management's Discussion and Analysis of FinanC@idition and Results of Operations" and the cadatdd financial statements and
notes thereto set forth in KKR's Annual Report annr 10-K for the year ended December 31, 2012 aot subsequently filed
Quarterly Report on Form 10-Q incorporated by
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reference in this proxy statement/prospectus. B#eete You Can Find More Information” beginning aygp 221 of this proxy
statement/prospectus.

Nine Months Ended

September 30, Year Ended December 31,(1
2013 2012 2012 2011 2010 2009 2008
(% in thousands) (% in thousands)

Statement of

Operations

Data:

Fees $ 537,64.$ 390,82 $ 56844 $ 72362( $ 43538t $ 331,27 $ 235,18:
Less: Total

Expense: 1,186,84 1,240,51 1,598,78: 1,214,00! 1,762,66. 1,195,711 418,38
Total Investment

Income (Loss 5,248,321 7,467,37 9,101,99! 1,456,111 9,179,10i 7,753,80! (12,865,23)
Income (Loss)

Before Taxe! 4,599,12. 6,617,68 8,071,64! 965,73: 7,851,83 6,889,36! (13,048,44)
Income Taxe: 25,52¢ 37,77: 43,40¢ 89,24* 75,36( 36,99¢ 6,78¢
Net Income (Loss 4,573,59 6,579,90. 8,028,24. 876,48t 7,776,47. 6,852,37 (13,055,23)

Net Income

(Loss)

Attributable to

Redeemable

Noncontrolling

Interests 25,99: 18,55: 34,96: 4,31¢ — — —
Net Income

(Loss)

Attributable to
Noncontrolling
Interests 4,134,29. 6,097,24: 7,432,44! 870,24 7,443,29: 6,002,68! (11,850,76)
Net Income (Loss
Attributable to
KKR & Co. L.P.
2) $ 41331'$ 464,10( $ 560,83t $ 19217 ¢ 33317¢ $ 849,68' $ (1,204,47)

October 1,
2009 through
December 31, 200!
Net Loss Attributable to KKR & Co. L.P. $ (78,22?)

Distributions

Declared per

KKR & Co. L.I

Common Unit $ 09z $ 052 $ 122 $ 074 $ 0.6C $ 0.0¢ $ =
Net Income

(Loss)

Attributable

to

KKR & Co. L.I

Per Common

Unit
Basic $ 152 $ 1.9¢ $ 23 $ 0.01 $ 162 $ (0.39) $ —
Diluted $ 14C $ 1.8€ $ 221 % 0.01 $ 162 $ (0.39) $ —
Weighted

Average

Common

Units

Qutstanding
Basic 270,484,22 234,876,87 238,503,25 220,235,46 206,031,68 204,902,22 —
Diluted 296,181,07 249,359,20 254,093,16 222,519,17 206,039,24 204,902,22 —
Statement of

Financial

Condition

Data (period

end):
Total Assets $ 48,160,05 $ 43,648,62 $ 44,426,35 $ 40,377,64 $ 38,391,15 $ 30,221,11 $ 22,441,03
Total Liabilites $ 4,651,76. $ 3,007,921 $ 3,020,89' $ 2,692,99' $ 2,391,11' $ 2,859,63 $ 2,590,67:
Redeemable

Noncontrolling

Interests $ 574,06" $ 472,83 $ 462,56: $ 275,50 $ — $ — $ —
Noncontrolling

Interests $ 40,439,12 $ 38,325,33 $ 38,938,53 $ 36,080,44 $ 34,67354 $ 26,347,63 $ 19,698,47
Total

KKR & Co. L.I

Partners'

Capital(3) $ 249509 $ 184253 $ 2,004,358 $ 1,32869 $ 1,326,49: $ 1,01384 $ 151,87




(€

@

(©)

The financial information reported for periods prio October 1, 2009 does not give effect to thguagition of all of the assets and liabilities of

KKR & Co. (Guernsey) L.P., formerly known as KKR\Rite Equity Investors L.P., by affiliates of KKR @ctober 1, 2009 and the related
reorganization of KKR's business into a holding pany structure in connection with such acquisitibime acquisition of such assets and liabilities and
the related reorganization of KKR's business intmlaing company structure is referred to in thisqy statement/prospectus as the KPE Transaction.

Subsequent to the KPE Transaction, net income)(&sibutable to KKR reflects only those amoutisttare allocable to KKR's interest in the business
Net income (loss) that is allocable to KKR Holdihiggerest in the business is reflected in netinedloss) attributable to noncontrolling interests.

Total KKR partners' capital reflects only the portiof equity attributable to KKR. KKR Holdings' erest in the KKR Group Partnerships is reflected as
noncontrolling interests and is not included intibtal KKR partners' capita

23




Table of Contents

Selected Historical Consolidated Financial Data dkFN

The following historical consolidated fir@al data as of December 31, 2012 and 2011 aneldfchn of the years ended on
December 31, 2012, 2011 and 2010 are derived fréid'&audited consolidated financial statementsainatl in KFN's Annual Report
on Form 10-K for the year ended December 31, 2@h#;h has been incorporated by reference in trogypstatement/prospectus. The
following historical consolidated financial dataatsDecember 31, 2010, 2009 and 2008 and for thesyended on December 31, 2009
and 2008 are derived from KFN's audited consoliifiteancial statements that are not included ooiliporated by reference in this proxy
statement/prospectus. The selected consolidataddial information for the interim periods has béenived from the unaudited
condensed consolidated financial statements cadamKFN's Quarterly Report on Form 10-Q for tleeamonth period ended
September 30, 2013, which has been incorporatedfbyence in this proxy statement/prospectus antihe opinion of KFN's
management, includes all adjustments, consistifgamormal recurring adjustments, necessary ffairapresentation of such
information for the interim periods. You should dethe following data in conjunction with "Managenismiscussion and Analysis of
Financial Condition and Results of Operations" trelconsolidated financial statements and theaglabtes thereto set forth in KFN's
Annual Report on Form 10-K for the year ended Ddmam31, 2012 and each subsequently filed Quarkeglyort on Form 10-Q
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incorporated by reference in this proxy statemeasipectus. See "Where You Can Find More Informétimyinning on page 221 of this
proxy statement/prospectus.

Nine Months Ended

September 30, Year Ended December 31
2013 2012 2012 2011 2010 2009 2008
(unaudited)

(dollars in thousands, except per share datz
Consolidatec
Statement:
of
Operations
Data
Total
revenues $ 406,39¢$ 421,81t$ 555,47:$ 542,02:$ 505,35¢$ 572,72'$ 948,58¢
Total
investment
costs and
expense: 224,11¢ 245,800 318,37¢ 215,16: 188,95: 329,16¢ 1,046,10:
Total other
income
(loss) 117,68. 168,42: 205,82: 93,44° 143,35: (96,275 (906,83
Total other
expense: 75,17( 76,76¢ 98,157 94,22 87,99: 70,06: 73,25(
Income (loss
from
continuing
operations
before
income
taxes 224,78¢ 267,66¢ 344,76 326,08. 371,76¢ 77,22( (1,077,60)
Income tax
(benefit)
expense 434 (3,54¢) (3,467 8,011 70z 284 107
Income (loss
from
continuing
operations 224,35: 271,217 348,23( 318,07: 371,06 76,93¢ (1,077,70)
Income from
discontinue
operations — — — — — — 2,66¢
Net income
(loss) 224.35: 271,217 348,23( 318,07 371,06 76,93¢ (1,075,04)
Distributions
declared
per
common
share $ 0.6¢$ 0.6t $ 0.8€$ 0.67% 0.4:% 0.0 % 1.3C
Consolidatec
Balance
Sheet Date¢
Cash and
cash
equivalent:$ 221,98t$ 331,36t$ 237,60¢$ 392,15:$ 313,82¢$ 97,08t $  41,43(
Restricted
cash and
cash
equivalent:  509,68¢ 735,09¢ 896,39t 399,62( 571,42! 342,70t 1,233,58!
Securities 519,67 570,51: 533,52( 922,60 932,82 803,25¢ 658,77¢
Corporate
loans, ne  6,153,07; 5,845,42 5,947,85 6,443,39' 6,321,44. 6,543,64. 7,571,444
Residential
mortgage
loans(1) — — — — — 2,097,69° 2,620,02.
Equity
investment




at estimated

fair value 191,15! 194,62: 161,62 189,84! 99,95¢ 120,26¢ 5,281
Oil and gas

properties,

net 372,03« — 289,92¢ 138,52! 33,79’

Total asset  8,471,99. 8,255,15. 8,358,87' 8,647,22: 8,418,41. 10,300,00 12,515,08
Total

borrowings 5,791,611 6,229,44: 6,338,40 6,778,20! 6,642,45 8,970,59. 11,461,61
Total

liabilities  5,976,93' 6,454,72 6,519,75 6,971,39 6,775,36: 9,133,34 11,851,73
Total

shareholde

equity 2,495,05; 1,800,42! 1,839,12; 1,675,83. 1,643,04: 1,166,65! 663,34!
Book value

per

common

share $ 10.42% 10.0¢ $ 10.31% 9.41% 9.24% 7.31% 4.4C

(1) Residential mortgage-backed securities, residemtatgage loans and residential mortgage-backadrities issued
(included within total borrowings in the table akdwere carried at fair value beginning Januar3007 in
accordance with the fair value option for finan@atets and liabilities, and at amortized cosafigperiods prior to

January 1, 200
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Ratio of Earnings to Fixed Charges of KFN

The following table presents KFN's raticeafnings to fixed charges for the fiscal periogdidated. For purposes of determining th
ratio of earnings to fixed charges, earnings afinéé as earnings before equity in income of unobdated affiliates, income taxes and
fixed charges. Fixed charges consist of interegepses.

Nine
Months
Ended Year Ended
September 30, December 31,
2013 2012 2011
(in thousands, except ratios
Earnings:
Income before equity in income of unconsolidated
affiliates and income taxe $ 224,78t $ 348,23( $ 326,08:
Add: Fixed charges from belo 144,85: 216,60¢ 183,06

Total earnings before equity in income of
unconsolidated affiliates, income taxes, fixed
charges and preferred share distribution
requirement: $ 369,63¢ $ 564,83t $ 509,15

Fixed charges

Interest expense $ 144,85, $ 216,60¢( $ 183,06
Total fixed charge $ 144,85. $ 216,60¢ $ 183,06
Ratio of earnings to fixed charg 2.€ 2.6 2.8
Total fixed charge $ 144,85. $ 216,60¢ $ 183,06
Preferred share distribution requireme 20,52( — —
Total fixed charges and preferred share distrilutio

requirement: $ 165,37. $ 216,60¢ $ 183,06
Ratio of earnings to fixed charges and preferredest

distribution requirement 2.2 2.6 2.8

Unaudited Comparative Per Unit Information

The following table summarizes unauditedgmmon unit/share data for (i) KKR and KFN onistdrical basis for the nine
months ended September 30, 2013 and the year &elminber 31, 2012, (i) KKR on a pro forma combibedis giving effect to the
proposed transactions (collectively referred tthis proxy statement/prospectus as the pro formeatsy and (iii) KFN on a pro forma
equivalent basis based on the exchange ratio @fKklR common units for each KFN common share. # baen assumed for purposes
of the unaudited pro forma condensed combined gimhimformation provided below that the pro foreaents occurred on January 1,
2012 for earnings per common unit purposes andeptethber 30, 2013 for book value per common unjpgges. The historical
earnings per common unit/share information shoelddad in conjunction with the historical consdiéthfinancial statements and notes
thereto of KKR and KFN incorporated by referende ithis proxy statement/prospectus. See "Where Qam Find More Information"
on page 221 of this proxy statement/prospectus.ufiaedited pro forma combined earnings per shdoenration is derived from, and
should be read in conjunction with, the sectioritkedt "Unaudited Pro Forma Condensed Combined FEiahStatements" and related
notes included in this proxy statement/prospectagiriming on page 135. The pro forma informatioprissented for illustrative purposes
only and is not necessarily indicative of the opiacaresults or financial position that would have

1172
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occurred if the pro forma events had occurred aeebeginning of the periods presented, norngdessarily indicative of the future
operating results or financial position of the cangld company.

As of / For the As of / For the
Nine Months Ended Year Ended
September 30, 2013 December 31, 2012

KKR Historical per Common Unit Data:
Net income (loss) attributable to KKR & Co. L—

)

®)

Basic $ 152 % 2.3t
Net income (loss) attributable to KKR & Co. L—

Diluted 1.4C 2.21
Book Value(1) 8.7t 7.91
KFN Historical per Common Share Data:
Net income (los—Basic 1.01 1.9t
Net income (los—Diluted 1.01 1.87
Book Value(1) 10.4: 10.31
Unaudited Pro Forma Combined per KKR Common

Unit Data:
Net income (loss) attributable to KKR & Co. L—

Basic(2) 1.5¢ 2.4¢
Net income (loss) attributable to KKR & Co. L—

Diluted(2) 1.4¢ 2.3¢
Book Value(1) 13.7¢ N/A
Unaudited Pro forma Equivalent per KFN Common

Share Data:

Net income (los—Basic(3) 0.81 1.27
Net income (los—Diluted(3) 0.7t 1.21
Book Value(1)(3] 7.0z N/A
(1) Historical book value per common unit/sharedmputed by dividing total partners' capital/conmsbareholders’

equity by the number of KKR common units or KFN e¢oon shares, as applicable, outstanding as of SepteBd,
2013 and December 31, 2012. Pro forma combined talole per common unit is computed by dividing fmona
partners' capital by the pro forma number of KKRhoeon units that would have been outstanding as of
September 30, 2013. Pro forma book value per comumdrshare as of December 31, 2012 is not meaniagfthe
estimated pro forma adjustments were calculated Sgptember 30, 2013.

The pro forma net income (loss) per common ofiihe combined company are calculated by digdhre pro forma
income (loss) by the pro forma weighted averagebmrmof common units outstanding.

The pro forma equivalent share amounts were cakuilay multiplying the pro forma combined per shamounts
by the exchange ratio in the merger (0.51 KKR commoits for each KFN common share). This informagbows
how each KFN common share would have participatétié combined company's net income (loss) and bahie
if the pro forma events had occurred on the reledates
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Comparative Unit Prices and Distributions

KKR common units are currently listed op tiY SE under the ticker symbol "KKR." KFN commorasts are currently listed on
the NYSE under the ticker symbol "KFN." The tabéddw sets forth, for the calendar quarters inditatiee high and low sale prices per
KKR common unit on the NYSE and per KFN common shar the NYSE. The table also shows the amoundsti distributions
declared on KKR common units and KFN common shaespectively, in the calendar quarters indicatde: amount of cash
distributions declared on KKR common units and Kéédnmon shares in any calendar quarter shown itatfle below relate to the
earnings of KKR and KFN, respectively, for the indiagely preceding calendar quarter.

KKR Common Units KEN Common Shares
Cash Cash
High Low Distributions High Low Distributions
2014 (through ,
2014)
First quartel
2013
Fourth quarte $ 2587 $ 19.6¢ $ 0.2 $ 123¢ $ 891 $ 0.22
Third quartel 21.7¢ 18.7¢ 0.4z 11.31 10.0z 0.21
Second quarte 21.6( 17.2i 0.27 11.3( 10.0¢ 0.21
First quartel 20.0( 15.3¢ 0.7C 11.9¢ 10.7¢ 0.2€
2012
Fourth quarte 15.4¢ 13.3¢ 0.24 10.8¢ 9.3C 0.21
Third quartel 15.6¢ 12.7¢ 0.1z 10.3¢ 8.5: 0.21
Second quarte 15.5( 11.0¢ 0.1f 9.47 7.95 0.1¢
First quartel 15.2( 12.7¢ 0.3 9.54 8.7C 0.2¢
2011
Fourth quarte 14.5¢ 8.9t 0.1C 8.8t 6.6¢ 0.1¢
Third quartel 16.7( 10.07 0.11 9.97 7.3€ 0.1¢
Second quarte 19.1¢ 15.1C 0.21 10.3¢ 9.4: 0.1¢€
First quartel 18.2¢ 14.0¢ 0.2¢ 10.6( 8.8( 0.1t

The following table presents per unit ahgsprices for KKR common units and KFN common shame December 16, 2013, the las
trading day before the public announcement of theger agreement, and on 142¢€he last practicable trading day before
the date of this proxy statement/prospectus. Hiiketalso presents the equivalent market valu&pircommon shares on such dates.
The equivalent market value per KFN common shasebean determined by multiplying the closing pricEKKR common units on
those dates by the exchange ratio of 0.51 of a K&KRmon unit.

Equivalent Market

KKR KFN Value per KFN
Common Units Common Share Common Share
December 16, 201 $ 25.0¢ $ 9.4t §$ 12.7¢

, 201

Although the exchange ratio is fixed, thaerket prices of KKR common units and KFN commonrshavill fluctuate prior to the
consummation of the merger and the market valubeomerger consideration ultimately received by Kdehmon shareholders will
depend on the closing price of KKR common unitgl@day the merger is consummated. Thus, KFN conshareholders will not
know the exact market value of the merger constaterahey will receive until the closing of the mger.
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RISK FACTORS

In addition to the other information included amtorporated by reference into this proxy statenpenspectus, including the matters
addressed in the section titled "Cautionary StatenRegarding Forward-Looking Statements," you sth@alrefully consider the following
risks before deciding whether to vote for the aopof the merger agreement and the merger. Intamdiyou should read and carefully
consider the risks associated with each of KKRI&RN and their respective businesses. These riskdbedound in KKR's and KFN's
respective Annual Reports on Form 10-K for the y@ated December 31, 2012, as may be updated bgcudorst Quarterly Reports on
Form 1(-Q, all of which are filed with the SEC and incoraied by reference into this proxy statement/progpe For further information
regarding the documents incorporated into this pretatement/prospectus by reference, please sesttien titled "Where You Can Find
More Information” beginning on page 221 of this yyretatement/prospectus. Realization of any ofitiiks described below, any of the eve
described under "Cautionary Statement Regardingvamd-Looking Statements” or any of the risks omévelescribed in this proxy
statement/prospectus or in the documents incorpdrly reference could have a material adverse teffe&KKR's, KFN's or the combined
organization's respective businesses, financiatlt@n, cash flows and results of operations andldaesult in a decline in the trading prices
of their respective common equity securities.

Risk Factors Related to the Merger

Because the exchange ratio is fixed and becauserttagket price of KKR common units will fluctuate for to the consummation of th
merger, KFN common shareholders cannot be surelod tnarket value of the KKR common units they willaeive as merger consideration
relative to the value of KFN common shares they kange.

The market value of the consideration K& common shareholders will receive in the mergidirdepend on the trading price of KKR
common units at the closing of the merger. The argh ratio that determines the number of KKR commmuts that KFN common
shareholders will receive in the merger is fixetlisTmeans that there is no mechanism containdtkimerger agreement that would adjust the
number of KKR common units that KFN common sharébrd will receive based on any decreases in thetygrice of KKR common units.
The KKR common unit price at the closing of the gegrmay be lower than it was on the date the mexgeement was signed, the date of thi
proxy statement/prospectus or the date of the apeweting. If the KKR common unit price at thesitgy of the merger is less than the KKR
common unit price on the date that the merger agea¢éwas signed, then the market value of the dersiion received by KFN common
shareholders will be less than the value that wasetnplated at the time the merger agreement wagai

KKR common unit price changes may resualtrfra variety of factors, including general markad @conomic conditions, conditions
affecting KKR's industry generally or those in whi€KR holds investments, changes in KKR's businegsrations and prospects, and
regulatory considerations. Many of these factoesteyond KKR's control. See the section entitledkKRactors" contained in the KKR
documents incorporated by reference in this praatement/prospectus and referred to under "WhereQan Find More Information”
beginning on page 221 of this proxy statement/proys. For historical and current market priceKiKR common units and KFN common
shares, see "Summary—Comparative Unit Prices astliRltions" beginning on page 28 of this proxytest@ent/prospectus. You are urged to
obtain current market quotations for KKR commontsim deciding whether to vote for the adoptionhef merger agreement.

The market price of KKR common units after the mergmay be affected by factors different from thcesféecting KFN common shares
currently.

Upon completion of the merger, holders &\Kcommon shares will become holders of KKR commits. The businesses of KKR dif
from those of KFN in important respects and,
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accordingly, the results of operations of KKR aftex merger, as well as the market price of the KilRmon units, may be affected by faci
different from those currently affecting the indegent results of operations of KFN. For furtheoimnfiation on the businesses of KKR and
KFN and certain factors to consider in connectigtinwhose businesses, see the documents incorgddrpteeference into this proxy
statement/prospectus and referred to under "WheteGan Find More Information” beginning on page 82this proxy statement/prospectus.

KKR and KFN may be unable to obtain the regulatariearances required to complete the merger or, er to do so, KKR and KFN ma
be required to comply with material restrictions satisfy material conditions.

The merger is subject to review by the #ast Division of the Department of Justice, whisheferred to in this proxy
statement/prospectus as the Antitrust Division, thied=ederal Trade Commission, which is referreid this proxy statement/prospectus as th
FTC, under the HSR Act, and potentially state ratguy authorities. The closing of the merger isjsciito the condition that there be no
outstanding judgment, injunction, order or decrgalyovernmental authority prohibiting or enjoinitigg merger or the other transactions
contemplated by the merger agreement. KKR and K&Nprovide no assurance that all required regylatiearances will be obtained. If a
governmental authority asserts objections to thegere KKR may be required to divest some assetsder to obtain antitrust clearance. There
can be no assurance as to the cost, scope or imfhet actions that may be required to obtaintausti approval. In addition, the merger
agreement provides that KKR is not required to ke action or accept any restriction if it woushsonably be expected to require that KKR.
KFN or their subsidiaries or affiliates disposeoohold separate any material business or assetswd reasonably be expected to result in
material limitations on KKR, KFN or their subsidies or affiliates to own and operate all or a matgrortion of their businesses or assets. If
KKR must take such actions, it could be detrimetdat or to the combined organization followingtbonsummation of the merger.
Furthermore, these actions could have the effedel#ying or preventing completion of the proposertger or imposing additional costs on or
limiting the revenues of the combined organizafmlowing the consummation of the merger. See "Merger Agreement—Regulatory
Matters" beginning on page 125 of this proxy staetfprospectus.

Even if the parties receive early termioatdf the statutory waiting period under the HSR éicthe waiting period expires, the Antitrust
Division or the FTC could take action under thdatamt laws to prevent or rescind the merger, negthie divestiture of assets or seek other
remedies. Additionally, state attorneys generaldseek to block or challenge the merger as theyndeecessary or desirable in the public
interest at any time, including after completiortted transaction. In addition, in some circumstaneethird party could initiate a private action
under antitrust laws challenging or seeking to ienjloe merger, before or after it is completed. KKy not prevail and may incur significant
costs in defending or settling any action underathigrust laws.

The fairness opinion rendered to the transactionnemittee of the board of directors of KFN by its éincial advisor was based on the
financial analyses performed by KFN's financial athor, which considered factors such as market antier conditions then in effect, an
financial forecasts and other information made avable to KFN's financial advisors, as of the daté its opinion. As a result, this opiniol
does not reflect changes in events or circumstanafier the date of this opinion. KFN has not obtaid, and does not expect to obtain, an
updated fairness opinion from its financial adviseeflecting changes in circumstances that may haaxurred since the signing of the
merger agreement.

The fairness opinion rendered to the tretisia committee of the board of directors of KFN$gndler O'Neill was provided in connection
with, and at the time of, the transaction commist@ad the board of directors' evaluation of thegmeand the merger agreement. This opinior
was based on the financial analyses performeddfirtancial advisor, which considered market arféptonditions then in effect, and
financial forecasts and other information made labée to it, as of the date of its
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opinion, which may have changed, or may changer #fe date of the opinion. KFN has not obtainedpafated opinion as of the date of this
proxy statement/prospectus from its financial aolyiand it does not expect to obtain an updatedi@piprior to the completion of the merger.
Changes in the operations and prospects of KKRFM Kyeneral market and economic conditions andrdétmtors which may be beyond the
control of KKR and KFN, and on which the fairneggnion was based, may have altered the value of KKRFN or the prices of KKR
common units or KFN common shares since the datieeodpinion, or may alter the values and pricethieytime the merger is completed. The
opinion does not speak as of any date other treddte of the opinion. For a description of thenapi that the transaction committee received
from its financial advisor, please refer to "SpéEiactors—Opinion of the Financial Advisor to th&M Transaction Committee" beginning on
page 73 of this proxy statement/prospectus.

KFN is subject to provisions that limit its abilitio pursue alternatives to the merger, which codidcourage a potential competing acquir
of KFN from making a favorable alternative transaon proposal and, in specified circumstances undee merger agreement, could requ
KFN to pay a termination payment of $26.25 milliao Merger Sub.

Under the merger agreement, KFN is restiétom entering into alternative transactions.ddeland until the merger agreement is
terminated, subject to specified exceptions (whighdiscussed in more detail in "The Merger AgregmeNo Solicitation by KFN of
Alternative Proposals" beginning on page 121 of fhibxy statement/prospectus), KFN is restrictechfinitiating, soliciting or knowingly
encouraging any inquiries with respect to, or niagiog or providing confidential information or datelating to, any proposal or offer for a
competing acquisition proposal with any person. éfrile merger agreement, in the event of a potasttenge by the board of directors of
KFN of its recommendation with respect to the psggbmerger in light of a superior proposal, KFN tuevide KKR with four days' notice
to allow KKR to propose an adjustment to the teafthe merger agreement. These provisions coultbdigge a third party that may have an
interest in acquiring all or a significant partkitN from considering or proposing that acquisitiemen if the third party were prepared to pay
consideration with a higher per share market vitlaa the market value proposed to be receivedatizesl in the merger, or might result in a
potential competing acquirer of KFN proposing tg pdower price than it would otherwise have praubt pay because of the added expens
of the termination payment that may become payabdpecified circumstances (which are discussedare detail in "The Merger
Agreement—Termination Payment and Expenses" baginom page 127 of this proxy statement/prospecks)a discussion of the
restrictions on KFN soliciting or entering intoakeover proposal or alternative transaction and 'KBNard of directors' ability to change its
recommendation, see "The Merger Agreement—No $alion by KFN of Alternative Proposals,” and "Thefder Agreement—Change in
KFN Board Recommendation" beginning on pages 121122 of this proxy statement/prospectus, respelgtiv

Directors and officers of KFN have certain interessthat are different from those of KFN common shé&@ders generally

Directors and officers of KFN are partiaipgin arrangements that give them interests imtager that may be different from, or be in
addition to, your interests as a common shareh@fl€FN. You should consider these interests inngpbn the merger. These different
interests are described under "Special Factors—rdsii® of Directors and Executive Officers of KFNtie Merger" beginning on page 111 of
this proxy statement/prospectus.

KKR and KFN will incur substantial transactio-related costs in connection with the merger.

KKR and KFN expect to incur a number of #fenurring transaction-related costs associateld @gtnpleting the merger and combining
the operations of the two companies. These feesastd will
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be substantial. Norecurring transaction costs include, but are moitéd to, fees paid to legal, financial and accmgadvisors, filing fees ar
printing costs, estimates of which are set fortar'Special Factors—Fees and Expenses" beginmingge 110 of this proxy
statement/prospectus. Additional unanticipatedscowty be incurred in the integration of the busiref KKR and KFN.

Failure to successfully combine the businesses &\Kand KKR in the expected timeframe may adversafgct the future results of the
combined organization, and, consequently, the vabfehe KKR common units that KFN common shareholdaeceive as the merger
consideration.

The success of the proposed merger wileddpin part, on the ability of KKR to realize theticipated benefits from combining the
businesses of KKR and KFN. If the combined orgaivpas not able to achieve these objectives, ooitsable to achieve these objectives on &
timely basis, the anticipated benefits of the mengay not be realized fully or at all. Failure tdly realize the anticipated benefits of the
merger could result in declines in the market vallKKR common units and, consequently, resulteclohes in the market value of the KKR
common units that KFN common shareholders receswb@merger consideration.

Failure to complete the merger, or significant dgisiin completing the merger, could negatively afféite trading prices of KKR common
units and KFN common shares and the future busines® financial results of KKR and KFN.

Completion of the merger is not assurediarsdibject to risks, including the risks that aqyad of the merger by the KFN common
shareholders or by governmental agencies is nairaa or that other closing conditions are nosfiatl. If the merger is not completed, or if
there are significant delays in completing the reerthe trading prices of KKR common units and Kééinmon shares and the respective
future business and financial results of KKR and\Kdould be negatively affected, and each of thethbgisubject to several risks, including
the following:

. the parties may be liable for damages to on¢gh@nainder the terms and conditions of the mergereanent;

. negative reactions from the financial markets|uding declines in the price of KKR common uritsKFN common shares due
to the fact that current prices may reflect a maalssumption that the merger will be completed;

. having to pay certain significant costs relatingite merger, including, in the case of KFN in dertdrcumstances, a terminati
payment of $26.25 million or reimbursement of KKB&sts, fees and expenses up to $7.5 million, ¢h ease, as described in
"The Merger Agreement—Termination Payment and Egpshbeginning on page 127 of this proxy staterpesgpectus; and

. the attention of KFN's manager and managemeKK®¥ will have been diverted to the merger rathemt each company's own
operations and pursuit of other opportunities twatld have been beneficial to that company.

Purported class action complaints have been fileghinst KFN, KKR, KFN's board of directors, Fund Hdings and Merger Sul
challenging the merger, and an unfavorable judgmemtruling in these lawsuits could prevent or deléye consummation of the proposed
merger and result in substantial costs.

Fifteen class action lawsuits are currep#nding that challenge the merger. Each lawsuitasaas defendants some or all of KFN, KKR,
the individual members of KFN's board of directdrsnd Holdings and Merger Sub. Among other remednesplaintiffs seek to enjoin the
proposed merger. If these lawsuits are not disdiss®therwise resolved, they could prevent andétely completion of the merger and result
in substantial costs to KFN and KKR, including amgts associated with the
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indemnification of directors. Additional lawsuitsagbe filed in connection with the proposed mergéere can be no assurance that any of tt
defendants will prevail in the pending litigationio any future litigation. The defense or settlenef any lawsuit or claim may adversely af
the combined organization's business, financiatlitmm or results of operations. See "Special Raetd_itigation Relating to the Merger"
beginning on page 115 of this proxy statement/prosys.

If the merger is approved by KFN common shareholsgiethe date that those shareholders will receive therger consideration is uncertail

As described in this proxy statement/prose completing the proposed merger is subjeséteral conditions, not all of which are
controllable or waiveable by KKR or KFN, and KKRA&aKFN have agreed to use reasonable best effotékéosuch actions so that the closinc
will take place on the last business day of a a@demonth. Accordingly, if the proposed mergergpraved by KFN common shareholders,
date that KFN common shareholders will receiventteeger consideration depends on the completionafatee merger, which is uncertain.

KFN common shareholders will have a reduced ownépshnd voting interest after the merger and will ecise materially less or n
influence over management.

KFN common shareholders currently haveriig to vote in the election of the KFN board @fedtors and certain other matters affecting
KFN. When the merger occurs, each KFN common slaédtehthat receives KKR common units will becomeoéder of KKR common units
with a percentage ownership of the combined orgaioiz that is much smaller than such holder's peage ownership of KFN. Holders of
KKR common units are not entitled to elect the gahpartner, and are not entitled to elect theadines of KKR's general partner. In addition,
holders of KKR common units have only limited vatirights and, therefore, limited or no ability tdluence management's decisions regal
KKR's business. Because of this, KFN common shadeh®will have less influence on the managemedtpaticies of KKR than they have
now on the management and policies of KFN. See ‘[tzmison of KKR Common Units and KFN Common Shagex! "Description of KKR's
Limited Partnership Agreement" beginning on pad&sand 188 of this proxy statement/prospectus ectely.

KKR common units to be received by KFN common shenleers as a result of the merger have materialifferent rights than KFN
common shares.

Following completion of the merger, KFN amon shareholders will no longer hold KFN commornrebabut will instead be holders of
KKR common units. KKR is a limited partnership, afEN is a limited liability company. There are intant differences between the right:
KFN common shareholders and the rights of holdEKKdR common units. See "Comparison of KKR Commamitsl and KFN Common
Shares" beginning on page 199 of this proxy statéfmespectus for a discussion of the differentitsgassociated with KFN common shares
and KKR common units. See also "—Risks Relateth¢cQwnership of KKR Common Units" beginning on pageof this proxy
statement/prospectus.

Risks Related to the Ownership of KKR Common Units
As a limited partnership, KKR qualifies for some &xptions from the corporate governance and othequaéements of the NYSE

KKR is a limited partnership and, as a legualifies for exceptions from certain corporgt®/ernance and other requirements of the rule
of the NYSE. Pursuant to these exceptions, limidnerships may elect, and KKR has elected, ncomaply with certain corporate
governance requirements of the NYSE, includingréggiirements: (i) that the listed company haverainating
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and corporate governance committee that is compasgely of independent directors; and (i) tHa tisted company have a compensation
committee that is composed entirely of independéaettors. In addition, as a limited partnershijKRis not required to hold annual unithol
meetings and is not required to obtain the votiésgfublic unitholders for issuances of publiclgded units regardless of whether such issuani
would be in an amount equal to or greater than 20%e total number of outstanding publicly tradeqdts. Accordingly, an investor in KKR
common units does not have the same protectionsdaffi to equity holders of entities that are sutijeall of the corporate governance
requirements of the NYSE.

KKR's founders are able to determine the outcomeaafy matter that may be submitted for a vote of KKRmited partners.

As of , 2014, (i) KKR Holdja owns KKR Group Partngpalmits, and (ii) KKR's senior employees and non-
employee operating consultants who hold interesk<R's business through KKR Holdings, who are mefe to in this proxy
statement/prospectus as KKR's principals, genehallye sufficient voting power to determine the ounte of those few matters that may be
submitted for a vote of the holders of KKR's comnumiits, including a merger or consolidation of KKRusiness, a sale of all or substantially
all of KKR's assets and amendments to KKR's ameadddestated limited partnership agreement, wiicbferred to in this proxy
statement/prospectus as KKR's partnership agreethahimay be material to holders of KKR commorntairin addition, KKR's partnership
agreement contains provisions that enable KKRKke ttions that would materially and adverselycfédl holders of KKR common units or a
particular class of holders of common units upanrtajority vote of all outstanding voting unitsdagince, following the merger, nearly a
majority of KKR's voting units will be controlledytKKR Holdings, KKR Holdings effectively has theibitly to take actions that could
materially and adversely affect the holders of K&dtnmon units either as a whole or as a particléesc

The voting rights of holders of KKR communits are further restricted by provisions in KKR&rtnership agreement stating that any
KKR common units held by a person that beneficiallyjns 20% or more of any class of KKR common uthié outstanding (other than
KKR's managing partner or its affiliates, or a direr subsequently approved transferee of KKR'sageny partner or its affiliates) cannot be
voted on any matter. KKR's partnership agreemesat @ntains provisions limiting the ability of thelders of KKR common units to call
meetings, to acquire information about KKR's operst, and to influence the manner or direction BR&S management. KKR's partnership
agreement does not restrict KKR's managing pastadility to take actions that may result in KKR&tnership being treated as an entity
taxable as a corporation for U.S. federal (andiagple state) income tax purposes. Furthermorelenslof KKR common units would not be
entitled to dissenters' rights of appraisal und€RI partnership agreement or applicable Delavnaseith the event of a merger or
consolidation involving KKR, a sale of substantiall of KKR's assets or any other transactionvamg. See "Description of KKR's Limited
Partnership Agreement" beginning on page 188 sffhioxy statement/prospectus.

KKR's partnership agreement contains provisions thiaduce or eliminate duties (including fiduciaryuties) of KKR's managing partne
and limit remedies available to holders of KKR communits for actions that might otherwise constitutn breach of duty. It will be difficult
for holders of KKR common units to successfully dlemge a resolution of a conflict of interest by KXs managing partner or by it
conflicts committee.

KKR's partnership agreement contains pionsthat require holders of KKR common units taweaor consent to conduct by KKR's
managing partner and its affiliates that might othige raise issues about compliance with fiducthrties or applicable law. For example,
KKR's partnership agreement provides that when lsKRanaging partner is acting in its individual cafya as opposed
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to in its capacity as KKR's managing partner, iyraat without any fiduciary obligations to holdefsKKR common units, whatsoever. When
KKR's managing partner, in its capacity as KKR'sagal partner, or KKR's conflicts committee is pited to or required to make a decisio
its "sole discretion" or "discretion” or that itelas "necessary or appropriate” or "necessary dsalgle," then KKR's managing partner or the
conflicts committee will be entitled to considedysuch interests and factors as it desires, inetpds own interests, and will have no duty or
obligation (fiduciary or otherwise) to give any sitteration to any interest of or factors affectiti¢R or any holder of KKR common units a
will not be subject to any different standards irsga by KKR's partnership agreement, the DelawawesBa@ Uniform Limited Partnership Act,
which is referred to in this proxy statement/pragps as the Delaware Limited Partnership Act, ataurany other law, rule or regulation or in
equity. These standards reduce the obligationshiohnAKKR's managing partner would otherwise be h8kk also "—KKR is a Delaware
limited partnership, and there are provisionssriinited partnership agreement regarding excupadind indemnification of its officers and
directors that differ from the Delaware Generalg@wation Law in a manner that may be less proteaifithe interests of holders of KKR
common units" and "Description of KKR's Limited Bearship Agreement” beginning on page 188 of thixy statement/prospectus.

The above modifications of fiduciary dutsre expressly permitted by Delaware law. HenceRKid holders of KKR common units will
only have recourse and be able to seek remedigssaffdR's managing partner if KKR's managing parthreaches its obligations pursuar
KKR's partnership agreement. Unless KKR's managartner breaches its obligations pursuant to KRisnership agreement, KKR and
holders of KKR common units will not have any rexgmiagainst KKR's managing partner even if KKR'saging partner were to actin a
manner that was inconsistent with traditional fidng duties. Furthermore, even if there has belereach of the obligations set forth in KKR's
partnership agreement, KKR's partnership agreeprenides that KKR's managing partner and its oficnd directors will not be liable to
KKR or holders of KKR common units, for errors afigment or for any acts or omissions unless thasebeen a final and non-appealable
judgment by a court of competent jurisdiction detieing that KKR's managing partner or its officarsl directors acted in bad faith
engaged in fraud or willful misconduct. These psomis are detrimental to the holders of KKR commnits because they restrict the reme
available to holders of KKR common units for actidhat without such limitations might constituted&ches of duty including fiduciary duties.

Whenever a potential conflict of interesises between KKR and its managing partner, KKR&aging partner may resolve such conflict
of interest. If KKR's managing partner determirtest its resolution of the conflict of interest is rms no less favorable to KKR than those
generally being provided to or available from uated! third parties or is fair and reasonable to KiRing into account the totality of the
relationships between KKR and its managing partihen it will be presumed that in making this deteration, KKR's managing partner acted
in good faith. A holder of KKR common units seekiogchallenge this resolution of the conflict ofarest would bear the burden of
overcoming such presumption. This is different fritra situation with Delaware corporations, whemaflict resolution by an interested party
would be presumed to be unfair and the interestety pvould have the burden of demonstrating thatrésolution was fair.

Also, if KKR's managing partner obtains #pproval of the conflicts committee of its managjrartner, the resolution will be conclusiv
deemed to be fair and reasonable to KKR and no¢ach by KKR's managing partner of any duties iy mae to KKR or holders of KKR
common units. This is different from the situatisith Delaware corporations, where a conflict refoluby a committee consisting solely of
independent directors may, in certain circumstanoesely shift the burden of demonstrating unfas the plaintiff. Holders who receive in
the merger or otherwise hold a KKR common unit Wéltreated as having consented to the provisier®rh in KKR's partnership
agreement, including provisions regarding conflaftinterest situations that, in the absence ohsuc
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provisions, might be considered a breach of fidyota other duties under applicable state law. Assalt, holders of KKR common units will,
as a practical matter, not be able to successthiflenge an informed decision by the conflicts outtee.

KKR has also agreed to indemnify KKR's nging partner and any of its affiliates and any mempartner, tax matters partner, officer,
director, employee agent, fiduciary or trustee &R<s partnership, KKR's managing partner or aniKiKiR's affiliates and certain other
specified persons, to the fullest extent permittgdaw, against any and all losses, claims, damdigdslities, joint or several, expenses
(including legal fees and expenses), judgmentssfipenalties, interest, settlements or other atadnourred by KKR's managing partner or
these other persons. KKR has agreed to providerntiemnification unless there has been a finalremdappealable judgment by a court of
competent jurisdiction determining that these pessacted in bad faith or engaged in fraud or wiltfiisconduct. KKR has also agreed to
provide this indemnification for criminal proceedm

Any claims, suits, actions or proceedingscerning the matters described above or any atlagtier arising out of or relating in any way
KKR's partnership agreement may only be brougkiténCourt of Chancery of the State of Delawaref@ych court does not have subject
matter jurisdiction thereof, any other court in 8tate of Delaware with subject matter jurisdiction

The market price and trading volume of KKR commonits may be volatile, which could result in rapichd substantial losses for holders of
KKR common units

The market price of KKR common units mayhighly volatile and could be subject to wide fluations. In addition, the trading volume
KKR common units may fluctuate and cause signifigaite variations to occur. If the market pricekddR common units declines
significantly, holders of KKR common units may beable to sell the KKR common units at an attracgixiee, if at all. The market price of
KKR common units may fluctuate or decline signifitlg in the future. Some of the factors that couddyatively affect the price of KKR
common units or result in fluctuations in the prazarading volume of KKR common units include:

. variations in KKR's quarterly operating resultgdgstributions, which may be substantial;

. KKR's policy of taking a long-term perspective oaking investment, operational and strategic desssiohich is expected to
result in significant and unpredictable variatiom&KR's quarterly returns;

. failure to meet analysts' earnings estimates;

. publication of research reports about KKR orithestment management industry or the failureeglisities analysts to cover
KKR common units sufficiently;

. additions or departures of KKR's principals atiter key management personnel;

. adverse market reaction to any indebtedness KKRintay or securities KKR may issue in the future;

. changes in market valuations of similar companies;

. speculation in the press or investment community;

. changes or proposed changes in laws or regulatiodsfering interpretations thereof affecting KisRusiness or enforcement

of these laws and regulations, or announcemerdsnglto these matters;

. a lack of liquidity in the trading of KKR commamits;
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. adverse publicity about the investment managemeptivate equity industry generally or individuabsdals, specifically;
. the risks relating to the merger described in tadisn titled "Risks Related to the Merger"; and
. general market and economic conditions.

An investment in KKR common units is not an invesnt in any of its funds, and the assets and revesoéits funds are not directl
available to KKR.

KKR common units are securities of KKR &.@oP. only. While KKR's historical consolidateddaoombined financial information
includes financial information, including assetsl aavenues, of certain funds on a consolidatedshasd KKR's future financial information
will continue to consolidate certain of these furglech assets and revenues are available to theafuthnot to KKR except to a limited extent
through management fees, carried interest or atleentive income, distributions and other procesrising from agreements with funds.

The price of KKR common units may decline due te tlarge number of common units eligible for futusale, for exchange, and issuable
pursuant to KKR's equity incentive plai

The market price of KKR common units codé&tline as a result of sales of a large numbeowingon units in the market or the
perception that such sales could occur. These, saléise possibility that these sales may occeig alight make it more difficult for KKR to
sell its common units in the future at a time ahd price that it deems appropriate. As of , 2014, there were KKR
common units outstanding, which amount excludes KiSRimon units beneficially owned by KKR Holdingstire form of KKR Group
Partnership units discussed below, common unitdadola for future issuance under KKR's equity intbeplans and KKR common units
available for future issuance in connection witquasitions made by KKR.

As of December 31, 2013, KKR Holdings owiig,369,018 KKR Group Partnership units that magdshanged, on a quarterly basis,
KKR common units on a one-for-one basis, subjecuiomary conversion rate adjustments for splitf, distributions and reclassifications.
Except for interests held by KKR's founders andaterinterests held by other principals that wessted upon grant or that have vested since
the date of grant, interests in KKR Holdings that laeld by KKR's principals and other persons algest to time-based vesting or
performance-based vesting and, following such mgstdditional restrictions in certain cases orharges for a period of one or two years.
The market price of KKR common units could declrsea result of the exchange or the perceptiorathaxchange may occur of a large
number of KKR Group Partnership units for KKR commuits. These exchanges, or the possibility thete exchanges may occur, also n
make it more difficult for holders of KKR commonitsito sell the KKR common units in the future dimae and at a price that they deem
appropriate.

In addition, KKR will continue to issue atidnal common units pursuant to KKR's equity intbe® plans. The total number of common
units which may be issued under KKR's equity inisenplans is equivalent to 15% of the number offyfdiluted common units outstanding as
of the beginning of the year. The amount may besi;®ed each year to the extent that KKR issuesiaali equity. In addition, KKR's
partnership agreement authorizes KKR to issue #imited number of additional partnership securitsl options, rights, warrants and
appreciation rights relating to partnership se@msgifor the consideration and on the terms anditiond established by KKR's managing
partner in its sole discretion without the apprasfaholders of KKR common units. In accordance wiith Delaware Limited Partnership Act
and the provisions of KKR's partnership agreemi€KR may also issue additional partner interests llaae designations, preferences, rights,
powers and duties that are different from, and b®genior to, those applicable to KKR common units.
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KKR's structure involves complex provisions of Uf8deral income tax laws for which no clear preceder authority may be available
These structures also are subject to potential gfive, judicial or administrative change and déffing interpretations, possibly on a
retroactive basis.

The U.S. federal income tax treatment offK€ommon unitholders depends in some instancegt@nrdinations of fact and interpretati
of complex provisions of U.S. federal income taxrdaor which no clear precedent or authority maybeilable. You should be aware that the
U.S. federal income tax rules are constantly uneldew by persons involved in the legislative pss;ehe Internal Revenue Service, referr
in this proxy statement/prospectus as the IRStlamd).S. Department of the Treasury, referred tiig proxy statement/prospectus as the
Treasury, frequently resulting in revised interptieins of established concepts, statutory chamgesions to regulations and other
modifications and interpretations. The present fe8eral income tax treatment of owning KKR comnoaoits may be modified by
administrative, legislative or judicial interpratat at any time, and any such action may affec¢estments and commitments previously made.
For instance, changes to the U.S. federal tax éawisinterpretations thereof could make it moreiaift or impossible for KKR to be treated as
a partnership that is not taxable as a corpordtiot).S. federal income tax purposes, affect tixectansiderations of owning KKR common
units, change the character or treatment of patairKKR's income (including, for instance, theatraent of carried interest as ordinary ince
rather than capital gain) and adversely impact yougstment in KKR common units. See the discusbiow under "—Fhe U.S. Congress
considered legislation that would have (i) in sarases after a ten-year period, precluded KKR froadifying as a partnership or required
KKR to hold carried interest through taxable sulasigdcorporations and (ii) taxed certain income gaihs at increased rates. If any similar
legislation were to be enacted and apply to KKR,&fter-tax income and gain related to KKR's busgnas well as the market price of KKR
common units, could be reduced." KKR's organizati@mcuments and agreements give KKR's managirtggrasroad authority to modify the
amended and restated partnership agreement fraartdinime as KKR's managing partner determine®todressary or appropriate, without
the consent of KKR common unitholders, to addréssges in U.S. federal, state and local incomedgulations, legislation or interpretation.
In some circumstances, such revisions could hawatarial adverse impact on some or all KKR commuoitholders. For instance, KKR's
managing partner could elect at some point to &R as an association taxable as a corporatiotJf8r federal (and applicable state) income
tax purposes. If KKR's managing partner were tthiy the U.S. federal income tax consequencesvafrgy KKR common units would be
materially different. Moreover, certain assumptians conventions will be applied in an attemptdmply with applicable rules and to report
income, gain, deduction, loss and credit to comnndtholders in a manner that reflects such comnmithalders' beneficial ownership of
partnership items, taking into account variatiomwnership interests during each taxable year tsscafitrading activity. However, those
assumptions and conventions may not be in comg@ianth all aspects of applicable tax requiremeltts. possible that the IRS will assert
successfully that the conventions and assumptiesad by KKR do not satisfy the technical requirersafitthe Code and/or Treasury
regulations and could require that items of incogay, deductions, loss or credit, including insteductions, be adjusted, reallocated or
disallowed in a manner that adversely affects Kimon unitholders.

The U.S. Congress has considered legislation thatid have (i) in some cases after a ten-year peripeecluded KKR from qualifying as a
partnership or required KKR to hold carried interethrough taxable subsidiary corporations and (i&xed certain income and gains
increased rates. If any similar legislation were b@ enacted and apply to KKR, the after-tax incoaral gain related to KKR's business, as
well as the market price of KKR units, could be texbd.

Over the past several years, a numbemgidliive and administrative proposals have begodiuced and, in certain cases, have been
passed by the U.S. House of Representatives. In2020, the U.S. House of Representatives passeddon, or the "May 2010 House bill,"
that would have,
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in general, treated income and gains, including gai sale, attributable to an interest in an investt services partnership interest, or "ISPI,
income subject to a new blended tax rate thatgkdrithan under current law, except to the extectt $SPI would have been considered undel
the legislation to be a qualified capital interé&tur interest in KKR, KKR's interest in KKR Fundhdings L.P. and the interests that KKR
Fund Holdings L.P. holds in entities that are &dito receive carried interest may have beenitledss ISPIs for purposes of this legislation.
The U.S. Senate considered but did not pass sitetgélation. On February 14, 2012, Representdtaxén introduced similar legislation, or
the "2012 Levin bill," that would tax carried inést at ordinary income tax rates (which would tghér than the proposed blended rate under
the May 2010 House bill). It is unclear when or iee the U.S. Congress will pass such legislationtmat provisions will be included in any
legislation, if enacted.

Both the May 2010 House bill and the 20&%ih bill provided that, for taxable years begimniten years after the date of enactment,
income derived with respect to an ISPI that isanqualified capital interest and that is subjedh®rules discussed above would not meet the
qualifying income requirements under the publichded partnership rules. Therefore, if similar $agion is enacted, following such ten-year
period, KKR would be precluded from qualifying apatnership for U.S. federal income tax purposdseaequired to hold all such ISPIs
through corporations, possibly U.S. corporatioh&KR were taxed as a U.S. corporation or requicetiold all ISPIs through corporations,
KKR's effective tax rate would increase signifidanThe federal statutory rate for corporationsusrently 35%. In addition, KKR could be
subject to increased state and local taxes. Funitrer, you could be subject to tax on KKR's conwagrénto a corporation or any restructuring
required in order for KKR to hold KKR's ISPIs thgiua corporation. KKR's principals and other prsi@sals could face additional adverse
consequences under the legislation, which mighetheadversely affect KKR's ability to offer atttize incentive opportunities for key
personnel.

On September 12, 2011, the Obama admitimtraubmitted similar legislation to Congresshie American Jobs Act that would tax
income and gain, now treated as capital gainsydiiaty gain on disposition of interests, attribu¢atd an ISPI at rates higher than the capital
gains rate applicable to such income under cuteentwith an exception for certain qualified capitaerests. The proposed legislation would
also characterize certain income and gain in résgd&PIs as non-qualifying income under the pelipliraded partnership rules after a teyai
transition period from the effective date, witheaeption for certain qualified capital interedthis proposed legislation follows several prior
statements by the Obama administration in supgath@anging the taxation of carried interest. Funthare, in the proposed American Jobs
the Obama administration proposed that currentréarding the treatment of carried interest be gbdrior taxable years ending after
December 31, 2012 to subject such income to ordiimaome tax. In its published revenue proposaPlfait3, the Obama administration
proposed that the current law regarding treatmeoawied interest be changed to subject such irctimordinary income tax. The Obama
administration's published revenue proposals fa&02@011 and 2012 contained similar proposals.

States and other jurisdictions have alswsittered legislation to increase taxes with resgecéarried interest. For example, New York has
periodically considered legislation under which ymuld be subject to New York state income taxrmoine in respect of KKR common units
as a result of certain activities of KKR's affikatin New York, although it is unclear when or Wiggtsuch legislation will be enacted.

If the proposed legislation described abmvany similar legislation were to be enacted apply to KKR, the after-tax income and gain
related to KKR's business, as well as the markee mf KKR units, could be reduced.
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If KKR were treated as a corporation for U.S. fedéincome tax or state tax purposes, then KKR'stdimutions to you would be
substantially reduced and the value of KKR commanmits could be adversely affecte

The value of your investment in KKR depeirdpart on KKR's being treated as a partnershifpf&. federal income tax purposes, which
requires that 90% or more of KKR's gross incomeef@ry taxable year consist of qualifying incomedafined in Section 7704 of the Code,
and that KKR's partnership not be registered utiteinvestment Company Act. Qualifying income gatigiincludes dividends, interest,
capital gains from the sale or other dispositiostotks and securities and certain other formawa#stment income. KKR intends to structure
KKR's investments so as to satisfy these requirésnérciuding by generally holding investments thaherate non-qualifying income through
one or more subsidiaries that are treated as catipos for U.S. federal income tax purposes. Nagleis, KKR may not meet these
requirements, may not correctly identify investnsethitat should be owned through corporate subsidiaor current law may change so as to
cause, in any of these events, KKR to be treatedcasporation for U.S. federal income tax purpawestherwise subject KKR to U.S. federal
income tax. KKR has not requested, and does nattplaequest, a ruling from the IRS, on this or ather matter affecting KKR.

If KKR were treated as a corporation foSUfederal income tax purposes, KKR would pay fe8eral, state and local income tax on
KKR's taxable income at the applicable tax ratastrutions to you would generally be taxed agasrcorporate distributions, and no income,
gains, losses, deductions or credits would otherfiisv through to you. Because a tax would be inepdagpon KKR as a corporation, KKR's
distributions to you would be substantially redueddch could cause a reduction in the value of K¢GRimon units.

Current law may change, causing KKR torbated as a corporation for U.S. federal or staterne tax purposes or otherwise subjecting
KKR to entity-level taxation. See "—The U.S. Corggdas considered legislation that would haven (§oime cases after a ten-year period,
precluded KKR from qualifying as a partnershipequired KKR to hold carried interest through taradlibsidiary corporations and (ii) taxed
certain income and gains at increased rates. IEaniar legislation were to be enacted and applKR, the after-tax income and gain relatec
to KKR's business, as well as the market price WRkcommon units, could be reduced.” Several siategvaluating ways to subject
partnerships to entitievel taxation through the imposition of state imzg franchise or other forms of taxation. If argtatwere to impose a t
upon KKR as an entity, KKR's distributions to yoowd be reduced.

You will be subject to U.S. federal income tax oouy share of KKR's taxable income, regardless ofetier you receive any cash
distributions, and may recognize income in exce$sash distributions.

As long as 90% of KKR's gross income fattetaxable year constitutes qualifying income d@dd in Section 7704 of the Code and
KKR is not required to register as an investmembgany under the Investment Company Act on a coiminbasis, and assuming there is no
change in law, KKR will be treated, for U.S. feder@ome tax purposes, as a partnership and na association or a publicly traded
partnership taxable as a corporation. As a reaulk,S. KKR common unitholder will be subject to Ui&leral, state, local and possibly, in
some cases, foreign income taxation on its all@cabare of KKR's items of income, gain, loss, dédo@and credit (including its allocable
share of those items of any entity in which KKRests that is treated as a partnership or is otBerstibject to tax on a flow-through basis) for
each of KKR's taxable years ending with or withiia tinitholder's taxable year, regardless of whasherhen such unitholder receives cash
distributions. See "—The U.S. Congress has corsitliegislation that would have (i) in some casésr af ten-year period, precluded KKR
from qualifying as a partnership or required KKRhtad carried interest through taxable subsidiamporations and (ii) taxed certain income
and gains at increased rates. If
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any similar legislation were to be enacted andyappKKR, the aftertax income and gain related to KKR's business,elkag the market pric
of KKR common units, could be reduced.”

You may not receive cash distributions étgour allocable share of KKR's net taxable imeoor even the tax liability that results from
that income. In addition, certain of KKR's holdinggcluding holdings, if any, in a controlled fagei corporation, or a CFC, a passive foreign
investment company, or a PFIC, or entities treatgedartnerships for U.S. federal income tax purmasay produce taxable income prior to
receipt of cash relating to such income, and hsldé KKR common units that are U.S. taxpayers mayeuguired to take such income into
account in determining their taxable income. Inakient of an inadvertent termination of the parthigr status for which the IRS has granted
limited relief, each holder of KKR common units niag obligated to make such adjustments as the I®&Brequire to maintain KKR's status
a partnership. Such adjustments may require theeh®bf KKR common units to recognize additionabants in income during the years in
which they hold such units. In addition, becausKKR's methods of allocating income and gain ambalglers of KKR common units, you
may be taxed on amounts that accrued economicaftyrd you became a KKR common unitholder. For exapghantom income from the
portfolio or due to operational activities may arguring a month and be allocated to you, credtingble liability that KKR would not consic
in a quarterly distribution because KKR typicallynsiders tax distributions on an annual basis. Eguently, you may recognize taxable
income without receiving any cash.

Although KKR expects that distributions KKiRakes should be sufficient to cover a holder'ditbility in any given year that is
attributable to its investment in KKR, no assurancan be made that this will be the case. KKR mélunder no obligation to make any such
distribution and, in certain circumstances, maybeable to make any distributions or will onlydige to make distributions in amounts less
than a holder's tax liability attributable to itsréstment in KKR. In addition, KKR anticipates makiquarterly distributions and typically
considers tax distributions on an annual basiabotates taxable income on a monthly basis. Assalt, if you dispose of your KKR common
units, you may be allocated taxable income duriregtime you held your KKR common units without rigaeg any cash distributions
corresponding to that period. Accordingly, eachdeokhould ensure that it has sufficient cash fimm other sources to pay all tax liabilities.

Tax gain or loss on disposition of KKR common unisuld be more or less than expected.

If you sell your KKR common units, you witcognize a gain or loss equal to the differeratevéen the amount realized and your
adjusted tax basis allocated to those KKR commdts.urior distributions to you in excess of thtatmet taxable income allocated to you will
have decreased the tax basis in your KKR commats.ufinerefore, such excess distributions will iaseeyour taxable gain, or decrease your
taxable loss, when the KKR common units are sottiraay result in a taxable gain even if the saleepis less than the original cost. A portion
of the amount realized, whether or not represergaig, may be ordinary income to you.

KKR common unitholders may be allocated taxablergan the disposition of certain assets, even ifytrtid not share in the econom
appreciation inherent in such assets.

KKR and KKR's intermediate holding companiéll be allocated taxable gains and losses reizedrby the KKR Group Partnerships
based upon KKR's percentage ownership in each KKduisPartnership. KKR's share of such taxable gamuslosses generally will be
allocated pro rata to KKR common unitholders. Imscacircumstances, under the U.S. federal incomeulas affecting partners and
partnerships, the taxable gain or loss allocatedK&KR common unitholder may not correspond to thatholder's share of the economic
appreciation or depreciation in the particular isBeis is primarily an issue of the timing of thayment of tax, rather than a net increase in ta
liability, because the gain or loss allocation wbgénerally be expected to be offset as a KKR comumitholder sold common units.
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Non-U.S. persons face unique U.S. tax issues from awgnKKR common units that may result in adverse onsequences to them.

KKR expects that it will be engaged in &ltrade or business for U.S. federal income tapgres, including by reason of investments ir
U.S. real property holding corporations, real estssets and natural resource and oil and gadimeets, in which case some portion of KK
income would be treated as effectively connectednme with respect to non-U.S. holders, or ECI. fiméxtent KKR's income is treated as
ECI, non-U.S. KKR common unitholders generally vebhe subject to withholding tax on their allocasihare of such income, would be
required to file a U.S. federal income tax retwwnduch year reporting their allocable share ofime effectively connected with such trade or
business and any other income treated as ECI, anttie subject to U.S. federal income tax at raigul.S. tax rates on any such income
(state and local income taxes and filings may ajgaly in that event). Non-U.S. KKR common unithaklthat are corporations may also be
subject to a 30% branch profits tax (potentiallgueed under an applicable treaty) on their actudeemed distributions of such income. In
addition, distributions to non-U.S. KKR common ioilders that are attributable to profits on the gdla U.S. real property interest may also
be subject to 30% withholding tax. Also, non-U.&KKcommon unitholders may be subject to 30% withhm on allocations of KKR's
income that are U.S. source fixed or determinabfeual or periodic income under the Code, unlessxamption from or a reduced rate of si
withholding applies (under an applicable treatyhaf Code) and certain tax status information iwioex.

Tax-exempt entities face unique tax issues from amgnKKR common units that may result in adverse teensequences to them.

Generally, a tax-exempt partner of a pasime would be treated as earning unrelated busitaesble income, or UBT], if the partnership
regularly engages in a trade or business thatrilated to the exempt function of the tax-exemptrjea, if the partnership derives income from
debt-financed property or if the partner interéstlf is debt-financed. As a result of KKR's owigpsof real assets and incurrence of
acquisition indebtedness KKR will derive incomettbanstitutes UBTI. Consequently, a holder of KK&mmon units that is a tax-exempt
entity (including an individual retirement accouait,IRA, or a 401(k) plan participant) will likelye subject to unrelated business income tax 1
the extent that its allocable share of KKR's incaromesists of UBTI. In addition, a tax-exempt inwgshay be subject to unrelated business
income tax on a sale of their KKR common units.

KKR cannot match transferors and transferees of KKBmmon units, and KKR will therefore adopt certaiimcome tax accounting
conventions that may not conform with all aspectsapplicable tax requirements. The IRS may challenthis treatment, which could
adversely affect the value of KKR common units.

Because KKR cannot match transferors aartsferees of KKR common units, KKR has adoptedetgation, 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 avégladd KKR common unitholders. It also could afféwt timing of these tax benefits or the
amount of gain on the sale of KKR common units emdd have a negative impact on the value of KKRugmn units or result in audits of ¢
adjustments to KKR common unitholders' tax returns.

In addition, KKR's taxable income and lesaee determined and apportioned among KKR commadahalders using conventions KKR
regards as consistent with applicable law. As altei$ you transfer your KKR common units, you mag allocated income, gain, loss and
deduction realized by KKR after the date of trans&milarly, a transferee may be allocated incogar, loss and deduction realized by KKR
prior to the date of the transferee's acquisitiblKKOR common units. A
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transferee may also bear the cost of withholdingrtgposed with respect to income allocated to asieror through a reduction in the cash
distributed to the transferee.

Holders of KKR common units may be subject to sfddeal and foreign taxes and return filing requiraents as a result of owning suc
units.

In addition to U.S. federal income taxesdlrs of KKR common units may be subject to otages, including state, local and foreign
taxes, unincorporated business taxes and esthezFjtance or intangible taxes that are imposedbyarious jurisdictions in which KKR does
business or owns property now or in the futurenaféhe holders of KKR common units do not resid@ny of those jurisdictions. Holders of
KKR common units may be required to file state k@l income tax returns and pay state and lo@arire taxes in some or all of these
jurisdictions in the U.S. and abroad. Further, boddbf KKR common units may be subject to penaftiedailure to comply with thos
requirements. It is the responsibility of each Ksgtmmon unitholder to file all U.S. federal, stdteal and foreign tax returns that may be
required of such unitholder.

Certain U.S. holders of KKR common units are suljéz additional tax on "net investment income."

U.S. holders that are individuals, estatetsusts are subject to a Medicare tax of 3.8%nat investment income" (or undistributed "net
investment income," in the case of estates ants)ricr each taxable year, with such tax applymthe lesser of such income or the excess of
such person's adjusted gross income (with certfjirsaments) over a specified amount. Net investrirattme includes net income from
interest, dividends, annuities, royalties and ranid net gain attributable to the disposition ekstment property. It is anticipated that net
income and gain attributable to an investment irRkgommon units will be included in a U.S. holdérist investment income" subject to this
Medicare tax.

KKR may not be able to furnish to each KKR commamitholder specific tax information within 90 daysfier the close of each calend:
year, which means that holders of KKR common unitko are U.S. taxpayers should anticipate the needile annually a request for ai
extension of the due date of their income tax ratur

As a publicly traded partnership, KKR's igimg results, including distributions of inconévidends, gains, losses or deductions, and
adjustments to carrying basis, will be reportedsehedule K-1 and distributed to each KKR commonhahiler annually. It may require longer
than 90 days after the end of KKR's fiscal yeaslitain the requisite information from all lowerftintities so that Schedule K-1s may be
prepared for the KKR common unitholders. For tk@son, holders of KKR common units who are U.Sdgrrs should anticipate the need tc
file annually with the IRS (and certain statesgquest for an extension past April 15 or the otlimavapplicable due date of their income tax
return for the taxable year.

Risks Related to KKR's Organizational Structure

Potential conflicts of interest may arise among KiRnanaging partner, its affiliates and KKR. KKRmanaging partner and its affiliate:
have limited fiduciary duties to KKR and the holdeof KKR Group Partnership units, which may perntitem to favor their own interests to
KKR's detriment and that of the holders of KKR GrpWPartnership units

KKR's managing partner, which is its gehpeatner, will manage the business and affail§ldR's business, and will be governed by a
board of directors that is co-chaired by KKR's fders, who also serve as KKR's Co-Chief Executiviic&fs. Conflicts of interest may arise
among KKR's managing partner and its affiliatestr@none hand, and KKR and holders of KKR commatsuon the other hand. As a result
of these conflicts, KKR's managing partner may fat®own interests and
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the interests of its affiliates over KKR and hoklef KKR common units. These conflicts include, agnothers, the following:

. KKR's managing partner indirectly through its halgliof controlling entities determines the amourd iming of the KKR
Group Partnership's investments and dispositionkekhtedness, issuances of additional partner siter@ax liabilities and
amounts of reserves, each of which can affectith@uat of cash that is available for distributiorhtiders of KKR Group
Partnership units;

. KKR's managing partner is allowed to take intoaunt the interests of parties other than KKRespiving conflicts of interest,
which has the effect of limiting its duties, incing fiduciary duties, to KKR. For example, KKR'Sikidites that serve as the
general partners of KKR's funds have fiduciary aadtractual obligations to investors in KKR's fundsd such obligations mi
cause such affiliates to regularly take actions itiight adversely affect KKR's near-term result®pérations or cash flow.
KKR's managing partner will have no obligationiteirvene in, or to notify KKR of, such actions lmck affiliates;

. Because KKR's principals indirectly hold theiKR Group Partnership units through entities thatrast subject to corporate
income taxation and KKR holds some of its KKR Grdgrtnership units through one or more wholly-owselsidiaries that
are taxable as a corporation, conflicts may arefevben KKR's principals and KKR relating to theeséibn and structuring of
investments, declaring distributions and other emaft

. KKR's managing partner, including its directarsl officers, has limited its and their liabilitpdareduced or eliminated its and
their duties, including fiduciary duties, under KisRartnership agreement to the fullest extent grdhby law, while also
restricting the remedies available to holders ofRK&bmmon units for actions that, without these tirtidns, might constitute
breaches of duty, including fiduciary duties. Idaidn, KKR has agreed to indemnify KKR's managpagtner, including its
directors and officers, and KKR's managing parsnaifiliates to the fullest extent permitted by |axcept with respect to
conduct involving bad faith, fraud or willful misnduct;

. KKR's partnership agreement does not restrict KKkRisaging partner from paying KKR or its affiliafies any services
rendered, or from entering into additional contmattrrangements with any of these entities on sKighalf, so long as the
terms of any such additional contractual arrangésnare fair and reasonable to KKR as determineewitsl partnership
agreement. The conflicts committee will be respiolesior, among other things, enforcing KKR's rigatsl those of holders of
KKR common units under certain agreements, ag&& Holdings and certain of its subsidiaries andigeees, a general
partner or limited partner of KKR Holdings, or ag@n who holds a partnership or equity intereshéforegoing entities;

. KKR's managing partner determines how much debt Kkdy incur and that decision may adversely affagt@edit ratings
KKR receive;

. KKR's managing partner determines which costarired by it and its affiliates are reimbursableki{R;

. Other than as set forth in certain confidertiyadind restrictive covenant agreements, which ite@ecases may only be

agreements between KKR's principals and KKR Holsliagd which may not be enforceable by KKR or otleswaived,
modified or amended, affiliates of KKR's managiragtper and existing and former personnel employeldR's managing
partner are not prohibited from engaging in othgsihesses or activities, including those that migghin direct competition with
KKR;
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. KKR's managing partner controls the enforcememthtijations owed to the KKR Group Partnerships B§R<and its affiliates;
and
. KKR's managing partner or KKR's managing partreotslicts committee decides whether to retain ssjgarounsel,

accountants or others to perform services for KKR.

Certain actions by KKR's managing partner's board directors require the approval of the Class A ska of KKR's managing partner, all
of which are held by KKR's principals.

All of KKR's managing partner's outstand@igss A shares are held by KKR's principals wiso &lold interests in KKR's managing
partner entitling them to vote for the electioritsfdirectors. Although the affirmative vote of ajarity of the directors of KKR's managing
partner is required for any action to be taken ByRK managing partner's board of directors, cedpicified actions approved by KKR's
managing partner's board of directors will alsauiegithe approval of a majority of the Class A gsanf KKR's managing partner. These
actions consist of the following:

. the entry into a debt financing arrangement by KIKRn amount in excess of 10% of its existing loewgn indebtedness (other
than the entry into certain intercompany debt foiag arrangements);

. the issuance by KKR or its subsidiaries of amgusities that would (i) represent, after suchasse, or upon conversion,
exchange or exercise, as the case may be, ablash a fully diluted, as converted, exchangedxerased basis, of any class
of KKR's or its subsidiaries' equity securitiegigrhave designations, preferences, rights, piiesior powers that are more
favorable than those of KKR Group Partnership units

. the adoption by KKR of a shareholder rights plan;

. the amendment of KKR's partnership agreement olirttieed partnership agreements of the KKR Grougraships;

. the exchange or disposition of all or substdigtel of KKR's assets or the assets of any KKR@r Partnership;

. the merger, sale or other combination of KKRany KKR Group Partnership with or into any otherspa;

. the transfer, mortgage, pledge, hypothecatiagrant of a security interest in all or substahtiall of the assets of the KKR

Group Partnerships;
. the appointment or removal of a Chief Executiveicif or a Co-Chief Executive Officer of KKR's managpartner or KKR;

. the termination of the employment of any of KKRfBaers or the officers of any of KKR's subsidiarier the termination of the
association of a partner with any of KKR's subsidi in each case, without cause;

. the liquidation or dissolution of KKR, KKR's managipartner or any KKR Group Partnership; and
. the withdrawal, removal or substitution of KKR'&naging partner as its general partner or arsopess the general partner of a

KKR Group Partnership, or the transfer of beneficianership of all or any part of a general parinégrest in KKR or a KKR
Group Partnership to any person other than ones @fhiolly owned subsidiaries.

In addition, holders representing a majooitthe Class A shares of KKR's managing partaaetthe authority to unilaterally appoint
KKR's managing partner's directors and also hagalility to appoint the officers of KKR's managipartner. Henry Kravis and George
Roberts collectively hold
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Class A shares representing a majority of the taithg power of the outstanding Class A sharesil&\fieither of them acting alone will be
able to control the voting of the Class A sharesytwill be able to control the voting of such dwaif they act together.

Holders of KKR common units do not elect KKR's magiag partner or vote on KKR's managing partner'srdctors and have limited abilit
to influence decisions regarding KKR's business.

Holders of KKR common units do not elect RK managing partner or its board of directors antlke the holders of common stock in a
corporation, have only limited voting rights on teas$ affecting KKR's business and therefore liméaedity to influence decisions regarding
KKR's business. Furthermore, if holders of KKR coamunits are dissatisfied with the performance ER& managing partner, they have no
ability to remove KKR's managing partner, with dtheut cause.

The control of KKR's managing partner may be tramesfed to a third party without KKR's consent.

KKR's managing partner may transfer itsegahpartner interest to a third party in a me@eronsolidation or in a transfer of all or
substantially all of its assets without KKR's camser the consent of holders of KKR common unitsitirermore, the members of KKR's
managing partner may sell or transfer all or patheir limited liability company interests in KKRmanaging partner without KKR's approval,
subject to certain restrictions. A new generaliarimay not be willing or able to form new fundsl @ould form funds that have investment
objectives and governing terms that differ matérittbm those of KKR's current funds. A new owneutd also have a different investment
philosophy, employ investment professionals whoese experienced, be unsuccessful in identifyivgstment opportunities or have a track
record that is not as successful as KKR's tracredf any of the foregoing were to occur, KKR axperience difficulty in making new
investments, and the value of KKR's existing inwesits, business, results of operations and finaoeralition could materially suffer.

KKR intends to pay periodic distributions to thelders of KKR common units, but its ability to do sway be limited by its holding compai
structure and contractual restrictions

KKR intends to pay cash distributions oquarterly basis. KKR is a holding company and tasaterial assets other than the KKR
Group Partnership units that KKR holds through wholvned subsidiaries and has no independent m&agsnerating income. Accordingly,
KKR intends to cause the KKR Group Partnershipsaie distributions on the KKR Group Partnershiggnincluding KKR Group
Partnership units that KKR directly or indirectlgltis, in order to provide KKR with sufficient amdarto fund distributions KKR may declare.
If the KKR Group Partnerships make such distribngjoother holders of KKR Group Partnership unitsluding KKR Holdings, will be
entitled to receive equivalent distributions prtarbased on their KKR Group Partnership units.

The declaration and payment of any futusérihutions will be at the sole discretion of KiKRhanaging partner, which may change Kk
distribution policy at any time. KKR's managing to@r will take into account general economic ansiitess conditions, KKR's strategic plans
and prospects, business and investment opportsiriitiancial condition and operating results, congagion expense, working capital
requirements and anticipated cash needs, debtantdhctual restrictions and obligations (includpayment obligations pursuant to the tax
receivable agreement), legal, tax and regulatatriotions, restrictions or other implications ¢ fpayment of distributions by KKR to the
holders of KKR Group Partnership units or by KKR'bsidiaries to KKR and such other factors as KKiisiaging partner may deem
relevant. Under the Delaware Limited Partnership K&R may not make a distribution to a partneafier the distribution all of KKR's
liabilities, other than liabilities to partners ancount of their partnership interests and lidbgifor which the recourse of creditors is limited
specific property of the partnership, would exctreglfair value of KKR's assets. If KKR were to makreeh an impermissible distribution, any
limited partner who received a distribution and
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knew at the time of the distribution that the dimition was in violation of the Delaware LimitedrBreership Act would be liable to KKR for tl
amount of the distribution for three years. Funthere, by paying cash distributions rather than sting that cash in KKR's businesses, KKR
risks slowing the pace of its growth, or not havéngufficient amount of cash to fund its operatjoresv investments or unanticipated capital
expenditures, should the need arise.

KKR's ability to characterize such disttibas as capital gains or qualified dividend incomay be limited, and holders of KKR common
units should expect that some or all of such diations may be regarded as ordinary income.

If KKR were deemed to be an "investment company'bgct to regulation under the Investment CompanytAapplicable restrictions coul
make it impractical for KKR to continue its businesis contemplated and could have a material advef$ect on KKR's business.

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

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

. absent an applicable exemption, it is engagedapqgses to engage in the business of investingyasiimg, owning, holding, or
trading in securities, and owns or proposes to iaedinvestment securities” (within the meaningloé Investment Company
Act) having a value exceeding 40% of the value KR total assets (exclusive of U.S. governmentisées and cash items)
an unconsolidated basis.

KKR believes that it is engaged primariiythe business of providing investment managenemtces and not in the business of inves
reinvesting or trading in securities. KKR regarngelf as an investment management firm and doepropbse to engage primarily in the
business of investing, reinvesting or trading iows#ies. Accordingly, KKR does not believe thaisitan "orthodox" investment company as
defined in Section 3(a)(1)(A) of the Investment Guamy Act and described in the first bullet poinbwad.

With regard to the provision describedha second bullet point above, KKR has no matesséts other than its equity interests in
subsidiaries, which in turn have no material asstitsr than equity interests, directly or indirgcth the KKR Group Partnerships. Through
these interests, KKR indirectly is the sole genpeatner of each of the KKR Group Partnershipsiaditectly is vested with all management
and control over the KKR Group Partnerships. KKRsloot believe its equity interests in its subsidgare investment securities, and KKR
believes that the capital interests of the gergaethers of its funds in their respective fundsreeigher securities nor investment securities.
Accordingly, based on KKR's determination, lessth@% of KKR's total assets (exclusive of U.S. goweent securities and cash items) on a
unconsolidated basis are comprised of assetsdliéd be considered investment securities. In #igrd, as a result of the KPE Transaction,
KKR succeeded to a significant number of investnsexurities previously held by KKR & Co. (Guernsey?. and now held by the KKR
Group Partnerships. In addition, KKR expects to eng@lvestments in other investment securities frione to time. KKR monitors these
holdings regularly to confirm its continued complia with the 40% test described in the second thpdimt above. The need to comply with
this 40% test may cause KKR to restrict its busraesd subsidiaries with respect to the assets ichWkKR can invest and/or the types of
securities KKR may issue, sell investment secuwitiecluding on unfavorable terms, acquire assebusinesses that could change the natt
KKR's business or potentially take other actiongctvimay be viewed as adverse by the holders of KKRmMon units, in order to ensure
conformity with exceptions provided by, and rulesl aegulations promulgated under, the Investmemh@my Act.
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Following the consummation of the mergefNKwill become an indirect subsidiary of KKR. KFMdiconducted, and following the
merger KKR intends to continue to conduct, KFN'smaions so that it does not meet the definitioarofinvestment company" under the
Investment Company Act. KFN believes that it is @ogaged, and does not propose to engage, prinrathg business of investing,
reinvesting or trading in securities and as suasdwmt believe that it is an "orthodox" investmemnpany as defined in Section 3(a)(1)(A) of
the Investment Company Act and described in ti# finllet point above. KFN also monitors its opienag such that it does not own or propose
to acquire "investment securities" having a valeeeding 40% of the value of KFN's total assetsl(estve of United States government
securities and cash items) on an unconsolidatdd baslescribed in the second bullet point abo¥\ i6 organized as a holding company anc
conducts its operations primarily through majodtyned subsidiaries, each of which are either oatsfdhe definition of an investment
company under Sections 3(a)(1)(A) and 3(a)(1)(€Cexeepted from the definition of an investment pamy under the Investment Company
Act in accordance with Rule 3a-7, Section 3(c)(@1{7), Section 3(c)(5), or Section 3(c)(9). Forpases of the 40% test described above, the
Investment Company Act excludes a majority owndgbliary from the term "investment securities” ssl¢éhe subsidiary is an investment
company or relies on the exceptions from the didimiof an investment company provided by Sectifm)(2) or Section 3(c)(7) of the
Investment Company Act. Any guidance or action fithie SEC or its staff, in particular changes that$EC may ultimately propose and
adopt regarding the manner in which Rule 3a-7 appb entities or new or modified interpretive piosis under Section 3(c)(5)(C), could have
a material adverse effect on KFN's investment camssatus, and as a result make it more difficatkKR to comply with its own investme
company status under the Investment Company Act.

The Investment Company Act and the rulesaihinder contain detailed parameters for the orgsion and operation of investment
companies. Among other things, the Investment Camppeat and the rules thereunder limit or prohibétrtsactions with affiliates, impose
limitations on the issuance of debt and equity sees, generally prohibit the issuance of optiamsl impose certain governance requirements
KKR intends to conduct its operations so that It mot be deemed to be an investment company uhédnvestment Company Act. If
anything were to happen which would cause KKR taéemed to be an investment company under thetmees Company Act, requirements
imposed by the Investment Company Act, includingjttitions on KKR's capital structure, ability tamsact business with affiliates (including
KKR) and ability to compensate key employees, wanéike it impractical for KKR to continue its busaseas currently conducted, impair the
agreements and arrangements between and amongthké&RKR Group Partnerships and KKR Holdings, or aagnbination thereof, and
materially adversely affect KKR's business, finahcbndition and results of operations. In additiiKR may be required to limit the amount
of investments that it makes as a principal, péaéntdivest assets acquired through KFN or inKRE Transaction or otherwise conduct its
business in a manner that does not subject itgtodbistration and other requirements of the Inmest Company Act.

KKR is a Delaware limited partnership, and thereeacertain provisions in its partnership agreememigarding exculpation anc
indemnification of its officers and directors thatiffer from the Delaware General Corporation Law ia manner that may be less protective
of the interests of holders of KKR common units.

KKR's partnership agreement provides thdheé fullest extent permitted by applicable lauKs directors or officers will not be liable
KKR. However, under the Delaware General Corporatiaw, which is referred to in this proxy stateniprispectus as the DGCL, even
assuming inclusion of a provision in the certifecaf incorporation exculpating directors to thddst extent permitted under the DGCL, a
director would be liable to KKR for (i) breach d¢fet duty of loyalty to KKR or its shareholders, {(ijentional misconduct, knowing violations
of the law or acts or omissions not in good fa(iif), improper redemption of shares or declaratidmlividend, or (iv) a transaction from which
the director derived an improper personal benkfiaddition, KKR's partnership
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agreement provides that KKR indemnifies its dirextnd officers for acts or omissions to the fullegent provided by law. However, under
the DGCL, a corporation can only indemnify direstand officers for acts or omissions if the directoofficer acted in good faith, in a mani
he reasonably believed to be in the best intecddtse corporation, and, in criminal action, if tb#ficer or director had no reasonable cause to
believe his conduct was unlawful. Accordingly, KisRartnership agreement may be less protectiviegedhterests of holders of KKR comm
units, when compared to the DGCL, insofar as étes to the exculpation and indemnification of KKBfficers and directors. See also "—
KKR's limited partnership agreement contains priowis that reduce or eliminate duties (includingiichry duties) of KKR's limited partner
and limit remedies available for holders of KKR goon units for actions that might otherwise congdita breach of duty. It will be difficult fi
holders of KKR common units to successfully chajkem resolution of a conflict of interest by KKRianaging partner or by its conflicts
committee" and "Description of KKR's Limited Pantsigip Agreement" beginning on page 188 of this pretatement/prospectus.

Risks related to KKR's business and other risks relted to the ownership of KKR common units and riskselated to KKR's
organizational structure are contained in the docurents incorporated by reference in this proxy statemnt/prospectus. See "Where You
Can Find More Information” beginning on page 221 ofthis proxy statement/prospectus.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS

This proxy statement/prospectus and thegents incorporated herein by reference containdoi-looking statements. These forward-
looking statements are identified as any staterthetitdoes not relate strictly to historical or emtrfacts. They use words such as "anticipate,”
"believe," "intend," "plan,” "projection," "forecg%"strategy," "position," "continue," "estimate'gxpect,” "may," or the negative of those te
or other variations of them or comparable termiggldn particular, statements, express or imploashcerning future actions, conditions or
events, future operating results, the ability toeyate sales, income or cash flow, to realize €mgings or other benefits associated with the
merger, to service debt or to make distributiorsfarward-looking statements. Forward-looking stegats are not guarantees of performance
They involve risks, uncertainties and assumpti&ugure actions, conditions or events and futurelte®f operations may differ materially
from those expressed in these forward-looking statés. Many of the factors that will determine attesults are beyond the ability of KKR

or KFN to control or predict. Specific factors whicould cause actual results to differ from thosthe forward-looking statements include:

. the ability to complete the merger, on a timelyibas at all;
. failure to obtain, delays in obtaining or adversaditions contained in, any required regulatoryrapgls or clearances;
. the potential impact of the announcement or consatiom of the merger on relationships, includinghaétnployees, consultar

investors and other business relationships;
. KKR's ability to successfully integrate KFN'sats and to realize synergies from the merger;

. KKR's ability to acquire new businesses andtassed integrate those operations into its existipgrations, particularly if KKR
undertakes multiple acquisitions in a relativelpiiperiod of time, as well as the ability to exgdats facilities;

. the ability to successfully identify and close aistfions and make cost-saving changes in operations

. changes in laws or regulations, third-party relagiand approvals, and decisions of courts, regslatiod governmental bodies
that may adversely affect the business or abititpampete of KKR or KFN;

. the timing and success of business developmentffo

. changes in accounting pronouncements that inthaaneasurement of results of operations, theagrof when such
measurements are to be made and recorded, ansthesdres surrounding these activities;

. changes in tax law, particularly as it relapartnerships or other "pass-through" entities;

. changes in interest rates and market values;

. changes in prepayment rates;

. changes in market conditions, particularly in thkebgl fixed income, credit and equity markets;

. the ability to obtain insurance coverage withoghgicant levels of self-retention of risk;

. acts of nature, sabotage, terrorism (including cyicks) or other similar acts or accidents caudamage greater than KKR's

or KFN's insurance coverage limits;
. possible changes in credit ratings;

. capital and credit markets conditions, inflatend interest rates;
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. national, international, regional and local ecorgrodbmpetitive and regulatory conditions and dewedents;
. KKR's ability to achieve cost savings and revenioavh;
. unfavorable results of litigation and the fruitiohcontingencies referred to in the notes to tharicial statements contained in

the reports incorporated by reference into thixpiatement/ prospectus; and

. changes in law, particularly changes to Rulé& 2a-other rules or SEC guidance concerning therdebation whether KKR is
an "investment company" under the Investment Compan.

Forward-looking statements are based orxpectations and beliefs of the respective managenof KKR and KFN, based on
information currently available, concerning futenents affecting KKR and KFN. Although KKR and KElieve that these forward-looking
statements are based on reasonable assumptionsréheubject to uncertainties and factors reltad€KR's and KFN's operations and
business environments, all of which are difficolfpredict and many of which are beyond KKR's andNisFeontrol. Any or all of the forward-
looking statements in this proxy statement/prosmentay turn out to be wrong. They can be affectemhéccurate assumptions or by known ol
unknown risks and uncertainties. The foregoingdfdactors should not be construed to be exhagisilany factors mentioned in this proxy
statement/prospectus, including the risks outlimeder the caption "Risk Factors" in this proxy eta¢nt/prospectus and under similarly
captioned sections contained in KKR's and KFN'shiarge Act reports incorporated herein by referewdebe important in determining
future results, and actual future results may vaayerially. There is no assurance that the actievents or results of the forward-looking
statements will occur, or, if any of them do, whieay will occur or what effect they will have on R or KFN's results of operations,
financial condition, cash flows or distributions.\liew of these uncertainties, KKR and KFN cautioat investors should not place undue
reliance on any forward-looking statements. Furthey forward-looking statement speaks only afiefdate on which it is made, and, except
as required by law, KKR and KFN undertake no oltiagato update any forward-looking statement tdectfevents or circumstances after the
date on which it is made or to reflect the occureeaf anticipated or unanticipated events or cirstamces.
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THE PARTIES
KKR & Co. L.P.

Led by Henry Kravis and George Roberts, Kkdgether with its subsidiaries, is a leading glabvestment firm with $90.2 billion in
assets under management as of September 30, 2il8,3¥-year history of leadership, innovation emvestment excellence. KKR's business
offers a broad range of investment managementce¥o its fund investors and provides capital migrkervices to the firm, its portfolio
companies and other third parties. KKR conductbutsiness with offices throughout the world, prawigit with a global platform for sourcing
transactions, raising capital and carrying out tedymnarkets activities.

As a global investment firm, KKR earns mgeraent, monitoring, transaction and incentive feeproviding investment management,
monitoring and other services to its funds, velsicthanaged accounts, specialty finance companypantfiblio companies, and KKR generates
transaction-specific income from capital markessisactions. KKR earns additional investment incénom investing its own capital alongside
that of its fund investors, from other principav@stments and from the carried interest KKR recefvem its funds and certain other
investment vehicles.

KKR is a Delaware limited partnership, ainconducts its business through its subsidia#R common units are publicly traded on the
NYSE under the symbol "KKR,

The principal executive offices of KKR doeated at 9 West 57 Street, Suite 4200, New York, New York 10019, @#adelephone
number is (212) 750-8300. Additional informatioroabKKR and its subsidiaries is included in docutséncorporated by reference into this
proxy statement/prospectus. See "Where You CanMom@ Information" on page 221 of this proxy stateniprospectus.

KKR Fund Holdings L.P.

Fund Holdings is an exempted limited parthig formed under the laws of the Cayman Islamibkia a subsidiary of KKR. KKR Fund
Holdings GP Limited and KKR Group Holdings L.P.,allg-owned subsidiaries of KKR, are the generatpans of Fund Holdings, and the
business, property and affairs of Fund Holdings&naged by its general partners. Fund Holdingsferazed to hold interests in KKR's
businesses and assets that will generate qualifggame for purposes of the qualifying income eximepto the publicly traded partnership
rules under U.S. federal tax laws. The principaaive offices of Fund Holdings are located c/oRl West 5 Street, Suite 4200, New
York, New York 10019, and its telephone numbefiE2) 750-8300.

Copal Merger Sub LLC

Merger Sub is a Delaware limited liabildgmpany and is a direct, wholopwned subsidiary of Fund Holdings. Merger Sub veaimed by
Fund Holdings solely in contemplation of the Merd®as not conducted any business and has no dsssgtities or other obligations of any

nature other than as set forth in the merger ageaerithe principal executive offices of Merger Sub located at 9 West 87 Street,
Suite 4200, New York, New York 10019, and its thlepe number is (212) 750-8300.

KKR Financial Holdings LLC

KFN is a specialty finance company with estjse in a range of asset classes. Its core lBssstmtegy is to leverage the proprietary
resources of its manager with the objective of gatimey both current income and capital appreciatipileploying capital to its strategies,
which include bank loans and high yield securitretural resources, special situations, mezzanoramercial real estate and private equity.
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The majority of KFN's holdings consist afrfporate loans and high yield debt securities helbllateralized loan obligations, referred to
in this proxy statement/prospectus as CLOs, trdimsecthat are structured as on-balance sheetieations and are used as long term
financing for its investments in corporate debte Torporate loans that KFN holds are typically pased via assignment or participation in th
primary or secondary market. The senior securetlidstred by the CLO transactions is primarily owbgdinaffiliated third party investors
and KFN owns the majority of the subordinated natabe CLO transactions. KFN's other holdings ity consist of private equity, intere:
in joint ventures and partnerships and working remyélty interests in oil and gas properties.

KFN executes its core business strategyutir its majority-owned subsidiaries, including@sOs.

KFN is a Delaware limited liability compaaynd was organized on January 17, 2007. It isubeessor to KKR Financial Corp., a
Maryland corporation. KFN's common shares are plybliaded on the NYSE under the symbol "KFN." Tmcipal executive offices of KF
are located at 555 California Street, 50th Floan Erancisco, California 94104, and its telephamalver is (415) 315-3620.
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THE KFN SPECIAL MEETING

KFN is providing this proxy statement/prestus to its common shareholders in connection thighsolicitation of proxies to be voted at
the special meeting of common shareholders that K&called for the purpose of holding a vote up@noposal to adopt the merger
agreement with KKR, Fund Holdings and Merger Suth ainany adjournment or postponement thereof. pittisy statement/prospectus
constitutes a prospectus for KKR in connection wlith registration by KKR of its common units todechanged in connection with the
merger. This proxy statement/prospectus is firgidenailed to KFN's common shareholders on or about , 2014 and provides KFN
common shareholders with the information they negcow to be able to vote or instruct their vaidoe cast at the special meeting of KFN
common shareholders.

Date, Time and Place

The special meeting of KFN common sharedialavill be held at , on , , 2014 at , local time.

Purpose
At the special meeting, KFN common shareééid will be asked to vote solely on the followprgposals:

. Proposal 1: to adopt the merger agreement; and

. Proposal 2: to approve the adjournment of the KFN specialtingeif necessary to solicit additional proxieshére are not
sufficient votes to adopt the merger agreemerttatiie of the special meeting.

Recommendation of the KFN Board of Directors

Based on the unanimous recommendationedKEN transaction committee, the board of directadi&FN recommends that common
shareholders of KFN vote:

. Proposal 1: " FOR " adoption of the merger agreement; and

. Proposal 2: " FOR " any adjournment of the KFN special meeting, €essary to solicit additional proxies if there aot
sufficient votes to adopt the merger agreemeriiatiie of the special meeting.

The KFN board of directors, based upon the unanimosirecommendation of the KFN transaction committeg(j) determined that
the merger agreement and the merger are fair to anth the best interests of KFN and its common sharetiders, (ii) approved the
merger and the merger agreement and (iii) resolvetb recommend adoption of the merger agreement to hKFN common
shareholders.See "Special Factors—Recommendation of the KFN d@o&Directors and Reasons for the Merger; Fairoésise Merger"
beginning on page 68 of this proxy statement/prosjse

In considering the recommendation of KAdard of directors with respect to the merger ageye and the transactions contemplated
thereby, you should be aware that some of KFN&cthirs and executive officers may have interestisate different from, or in addition to, t
interests of KFN common shareholders more genera#g "Special Factors—Interests of Directors axethtive Officers of KFN in the
Merger" beginning on page 221 of this proxy statetfpeospectus.

Record Date; Outstanding Shares; Shares Entitled t&ote

The record date for the KFN special meeiing , 2014. Only KFN common shareholddreoord at the close of business on the
record date will be entitled to receive notice nfldo vote at the special meeting or any adjournraepostponement of the special meeting
admission ticket
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(or other proof of share ownership) and some fofigoeernment issued photo identification (such a&ala driver's license or passport) will
required for admission to the special meeting.

As of the close of business on the recette df , 2014, there were KFN common shares outstanding andledtio
vote at the special meeting. Each KFN common sisaggtitled to one vote.

A complete list of KFN common shareholdensitled to vote at the KFN special meeting willdailable for inspection at KFN's offices
located at 555 California Street, $0Floor, San Francisco, CA 94104 during regular ess hours for a period of no less than ten daiysde
the special meeting and at the place of the KFNiapmeeting during the meeting.

Quorum

A quorum of common shareholders is requicealdopt the merger agreement at the special ngedit least a majority of the outstanding
KFN common shares must be represented in persoy proxy at the special meeting in order to contgita quorum. Any abstentions will be
counted in determining whether a quorum is preaetite special meeting. Your broker will not berpitted to vote on the adoption of the
merger agreement without instruction from you a&shifneficial owner of the KFN common shares.

Required Vote

To adopt the merger agreement, holders leat a majority of the outstanding KFN commoarsk entitled to vote thereon, including a
majority of the outstanding KFN common shares ktito vote thereon held by common shareholdersrdtian KKR and its affiliates, must
vote in favor of adoption of the merger agreemBrtause approval is based on the affirmative vb& lzast a majority of the outstanding
KFN common shares, a KFN common shareholder'sréaitusubmit a proxy card or to vote in persorhatdpecial meeting or an abstention
from voting, or the failure of a KFN common shariglen who holds his or her shares in "street natnedugh a broker or other nominee to g
voting instructions to such broker or other nomjned have the same effect as a vote "AGAINST" piilon of the merger agreement. At the

close of business on the record date for the sp@aating, KKR and its affiliates beneficially owshand had the right to vote KFN
common shares at the special meeting, which repies@proximately percent of the KFN comrshares entitled to vote at the special
meeting.

To approve the adjournment of the KFN splamieeting, if necessary to solicit additional pesxif there are not sufficient votes to adopt
the merger agreement at the time of the specialingge¢he affirmative vote of a majority of the sténding KFN common shares entitled to
vote thereon present in person or representeddxy @t the special meeting is required. Abstentioilishave the same effect as a vote
"AGAINST" the proposal, and KFN common shares nattendance at the special meeting will have fecebn the outcome of any vote to
adjourn the special meeting provided that a qudsupresent.

Share Ownership of and Voting by KFN's Directors anl Executive Officers

At the close of business on the record ftatéhe special meeting, KFN's directors and exigelofficers beneficially owned and had the
right to vote KFN common shareshat $pecial meeting, which represents approximately percent of the KFN common
shares entitled to vote at the special meeting.dkpected that KFN's directors and executiveceff will vote their shares "FOR" the adoption
of the merger agreement, although none of thenehgesed into any agreement requiring them to do so.
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Voting of Shares by Holders of Record

If you are entitled to vote at the speaigeting and hold your common shares in your ownenaimu can submit a proxy or vote in persor
by completing a ballot at the special meeting. HoeveKFN encourages you to submit a proxy befoeesthecial meeting even if you plan to
attend the special meeting in order to ensureythat shares are voted. A proxy is a legal designatf another person to vote your KFN
common shares on your behalf. If you hold commareshin your own name, you may submit a proxy fmrmycommon shares by:

. calling the toll-free number specified on thelesed proxy card and following the instructionsawtprompted,;
. accessing the Internet website specified on thieosed proxy card and following the instructions\pded to you; or
. filling out, signing and dating the enclosed pra@ayd and mailing it in the prepaid envelope inctlidéth these proxy materials.

When a common shareholder submits a prgxglephone or through the Internet, his or hexypiie recorded immediately. KFN
encourages its common shareholders to submitphekies using these methods whenever possibl@ufsyibmit a proxy by telephone or the
Internet website, please do not return your praaeg dy mail.

All common shares represented by each pisopgecuted and valid proxy received before thecsgd meeting will be voted in accordance
with the instructions given on the proxy. If a KENmmon shareholder executes a proxy card withainigjinstructions, the KFN common
shares represented by that proxy card will be vif&R" approval of the proposal to adopt the meeggeement.

Your vote is important. Accordingly, pleaaémit your proxy by telephone, through the Iné¢or by mail, whether or not you plan to
attend the special meeting in person. Proxies muséceived by 11:59 p.m., Eastern Time, on , 2014.

Voting of Common Shares Held in Street Name

If your common shares are held in an actatia broker or through another nominee, you rimsstuct the broker or other nominee on
how to vote your shares by following the instrunsdhat the broker or other nominee provides towibh these proxy materials. Most brokers
offer the ability for shareholders to submit votingtructions by mail by completing a voting insttion card, by telephone and via the Internet

If you do not provide voting instructiorssytour broker or other nominee, your common shaiksiot be voted on any proposal on which
your broker or nominee does not have discretionatiiority to vote. Under the current NYSE rulebyaker will not have discretiona
authority to vote your common shares at the speoéting. Accordingly, a failure to providing vagimstructions to your broker or other
nominee will have the same effect as a vote "AGAIN&doption of the merger agreement. Your brokestber nominee will vote your
common shares held by it in "street name" with eespo these matters only if you provide instrugsido it on how to vote. You should follow
the directions your broker or other nominee proside

If you hold common shares through a brakasther nominee and wish to vote your common shiar@erson at the special meeting, you
must obtain a proxy from your broker or other noegimand present it to the inspector of election withr ballot when you vote at the special
meeting.
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Revocability of Proxies; Changing Your Vote

You may revoke your proxy and/or changeryate at any time before your proxy is voted & $pecial meeting. If you are a common
shareholder of record, you can do this by:

. sending a written notice (stating that you revokanproxy) to KFN at 555 California Street, 80Floor, San Francisco,
California 94104, Attn: Corporate Secretary, thedls a date later than the date of the proxy you tearevoke and is received
prior to the special meeting;

. submitting a valid, later-dated proxy by magleipphone or Internet that is received prior togpecial meeting; or

. attending the special meeting and voting bydbatl person (your attendance at the special mgetith not, by itself, revoke any
proxy that you have previously given).

If you hold your common shares throughakbr or other nominee, you must follow the direcsiyou receive from your broker in order
to revoke or change your vote.

Solicitation of Proxies

This proxy statement/prospectus is furrdsimeconnection with the solicitation of proxies tine KFN board of directors to be voted at the
KFN special meeting. KFN will bear all costs anghemses in connection with the solicitation of pesxiKFN has engaged Innisfree M&A
Incorporated to assist in the solicitation of pesxfor the special meeting and KFN estimates Itpaiy a fee of approximately $22,000 for tk
services. KFN has also agreed to reimburse theysaolicitor for, pay directly, or, where requestgdthe proxy solicitor in special situations,
advance sufficient funds to the proxy solicitor paryment of, expenses and disbursements incurreshinection with the proxy solicitation a
to indemnify the proxy solicitor against certaisdes, costs and expenses. In addition, KFN maybrese brokerage firms and other persons
representing beneficial owners of KFN common shéretheir reasonable expenses in forwarding daliicin materials to such beneficial
owners. Proxies may also be solicited by certailfel's directors, officers and employees by telemhelectronic mail, letter, facsimile or in
person, but no additional compensation will be paithem.

Shareholders should not send share certifites with their proxies. A letter of transmittal and instructions foetsurrender of KFN
common share certificates will be mailed to KFN coom shareholders shortly after the completion efrterger.

No Other Business

Under KFN's operating agreement, the bssine be conducted at the special meeting wilirbidd to the purposes stated in the notice t
KFN common shareholders provided with this proxateshent/ prospectus.

Adjournments

Adjournments may be made for the purposambng other things, soliciting additional proxidsy adjournment may be made from time
to time by the chairman of the KFN board of direstd\t any adjourned meeting, KFN may transactlausiness that it might have transacted
at the original meeting, provided that a quorumresent at such adjourned meeting. Proxies sulthbiftdFN common shareholders for ust
the special meeting will be used at any adjournmepbstponement of the special meeting. Referetuctk®e KFN special meeting in this
proxy statement/prospectus are to such specialimgegs adjourned or postponed.
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Assistance

If you need assistance in completing yaoxp card or have questions regarding the specgatimg, please contact KFN's proxy solicitor,
Innisfree M&A Incorporated, at (888) 750-5834 (barind brokers call collect at (212) 750-5833).
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SPECIAL FACTORS

This section of the proxy statement/prospectusribescthe material aspects of the merger and cergpiecial factors concerning the
merger of which you should be aware. This sectiag not contain all of the information that is impemt to you. You should carefully read 1
entire proxy statement/prospectus and the docuniecwsporated herein by reference, including thi tiext of the merger agreement (which is
attached as Annex A), for a more complete undedstgrof the merger. In addition, important businass financial information about each
KKR and KFN is included in or incorporated intoghproxy statement/prospectus by reference. Seer&@Muoel Can Find More Informatior
beginning on page 221 of this proxy statement/prosys.

Effect of the Merger

Subject to the terms and conditions ofrtfezger agreement and in accordance with Delawauetlee merger agreement provides for the
merger of Merger Sub with and into KFN. KFN willrgive the merger and the separate existence of &e&gb will cease. Following the
merger, KFN will be a direct subsidiary of Fund #iols. After the completion of the merger, theifiedte of formation of KFN and the
operating agreement of KFN as in effect immediapelgr to the effective time will be the certifieabf formation and operating agreement of
the surviving entity, in each case until amendeddcordance with applicable law. The officers of\Kimmediately prior to the effective time
of the merger will be the officers of the surviviagtity, and the members of the board of direaddithe surviving entity will be those
individuals designed by KKR prior to the closingelauntil their respective successors are dulytete@ppointed or qualified or until their
earlier death, resignation or removal in accordamitie the operating agreement of the survivingtgrand applicable law.

The merger agreement provides that, attleetive time of the merger, each KFN common sleseed and outstanding immediately p
to the effective time of the merger will be coneerinto the right to receive 0.51 KKR common uritach KFN common share that is held by
Fund Holdings or any subsidiary of Fund Holdingsnediately prior to the effective time of the mergélt be cancelled without any
conversion or payment of consideration in respeeteof.

Because the exchange ratio was fixed afitieethe merger agreement was executed and betteusgarket value of KKR common units
and KFN common shares will fluctuate prior to tlsummation of the merger, KFN common shareholckensot be sure of the value of the
merger consideration they will receive relativerte value of the KFN common shares they are exéhgngor example, decreases in the
market value of KKR common units will negativelyeadt the value of the merger consideration thay tieeeive, and increases in the market
value of KFN common shares may mean that the mea@ideration that they receive will be worth [#sn the market value of the KFN
common shares such shareholders are exchangingRB&d-actors—Risk Factors Relating to the MergBeeause the exchange ratio is fi
and because the market price of KKR common unitisfiw€tuate prior to the consummation of the merdgé-N common shareholders cannot
be sure of the market value of the KKR common uhiéy will receive as merger consideration relativéhe value of KFN common shares
they exchange" beginning on page 29 of this praatement/prospectus.

KKR will not issue any fractional KKR commainits in the merger. Instead, each holder of KBkimon shares that are converted
pursuant to the merger agreement who otherwisedimale received a fraction of a KKR common unit i entitled to receive, from the
exchange agent appointed by KKR pursuant to thgenergreement, a cash payment in lieu of suchidraadtKKR common units representing
such holder's proportionate interest in the prosdéexn the sale by the exchange agent of the nuofleicess KKR common units represer
by the aggregate amount of fractional KKR commoitsun
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Each KFN option or similar right to purcea§FN common shares that was granted under a Kkildyeigcentive plan and that is
outstanding and unexercised immediately prior éodfiective time (whether or not then vested orazgable), as of the effective time of the
merger, by virtue of the occurrence of the consutionaf the merger and without any action on the pathe holder of such KFN option, w
be cancelled, and the holder of such KFN optioh lvélentitled to receive an amount in cash equ#ig¢aexcess, if any, of (1) 0.51 multiplied
by the average closing price of a KKR common unitlee NYSE over the ten trading day period endinghe trading day immediately
preceding the closing date of the merger overi@)etxercise price per KFN common share subjeaid¢bh KFN option as in effect immediately
prior to the effective time of the merger. In theet that any option to purchase KFN common shia@ssan exercise price per KFN common
share that is greater than 0.51 multiplied by trerage closing price of a KKR common unit on theS¥Yover the ten trading day period
ending on the trading day immediately precedingctbeing date of the merger, such option will beagled without payment in respect the
as of the effective time of the merger, withoublidy to KKR, KFN or any of their affiliates.

Each restricted KFN common share that wastgd under a KFN equity incentive plan and thatltstanding immediately prior to the
effective time of the merger (whether or not thested), other than restricted KFN common sharesiieKKR Financial Advisors LLC, as of
the effective time of the merger, by virtue of feeurrence of the consummation of the merger atitowi any action on the part of the holder
of such KFN restricted common share, will be coteainto 0.51 restricted KKR common units having ame terms and conditions,
including applicable vesting requirements, as agplio such restricted KFN common share immedigtety to the effective time of the
merger, with fractional KKR common units to be aggated and rounded to the nearest whole unit, &Rl Kill assume the related equity
incentive plan and any award agreement issueduhdes pursuant to which any such restricted KFNroom share has been granted in order
to provide for the foregoing. Each restricted KFdenon share held by KFN Financial Advisors as efdffective time of the merger will
automatically be cancelled and retired.

Each KFN phantom share that was grante@kEN's Non-Employee Directors' Deferred Compensaand Share Award Plan will be
converted into a phantom share in respect of 0J8R Kommon units and will otherwise remain subjecthte terms of the plan.

The table below sets forth the direct ardirect interests of the KKR Participants and KKBldings in the net book value and net
earnings of KFN prior to and immediately after therger, based upon the net book value of KFN ate®dper 30, 2013 and net income of
KFN for the nine months ended September 30, 2013.

Prior to the Merger(1)

Interest in

Interest in Interest in KFN's Net Earnings Net of
KFEN's Net Book Value KFEN's Net Earnings Preferred Share Distributions
Name $ (in thousands) % $ (in thousands) % $ (in thousands) %
KKR(1) 397 0.0z 36 0.0z 33 0.02
Fund Holdings 0 0 0 0 0 0
Merger Suk 0] 0 0 0 0 0
KKR
Management LLC 0 0 0 0 0 0
KKR Group
Holdings L.P. 397 0.0z 36 0.0z 33 0.02
KKR Fund
Holdings GP
Limited 0 0 0 0 0 0
KKR Group Limited 0 0 0 0 0 0
KKR Holdings(1) 55¢  0.0Z 5C 0.0z 46 0.0Z
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Immediately after the Merger(2)

Interest in

Interest in KFN's Net Earnings Net of
Interest in KFEN's Net Earnings Preferred Share Distributions
KFEN's Net Book Value

Name $ (in thousands) % $ (in thousands) % $ (in thousands) %
KKR(2) 1,229,10¢ 49.2 110,52. 49.: 100,41 49.c
Fund Holdings(3 1,229,10¢  49.2 110,52. 49. 100,41 49.c
Merger Suk N/A N/A N/A  N/A N/A  N/A
KKR

Management LLC 0 0 0 0 0 0
KKR Group

Holdings L.P. 1,229,10¢ 49.2 110,52: 49.c 100,41 49.:
KKR Fund

Holdings GP

Limited 0 0 0 0 0 0
KKR Group Limited 0 0 0 0 0 0
KKR Holdings(2) 1,265,94. 50.7 113,837  50.7 103,42: 50.7

Q) As of December 31, 2013, KKR Holdings and KK&/e an indirect interest in approximately 58.4% 4h.6%,
respectively, of the 78,410 unvested restricted KBMmon shares held by KKR Financial Advisors Li@jch is an
indirect wholly-owned subsidiary of KKR Managemetaldings L.P., one of the KKR Group Partnerships.

(2) Based on the number of KKR Group Partnership uretd as of December 31, 2013 and the anticipatdgd$0,321
additional KKR Group Partnership units to be issteeKR in connection with the issuance by KKR oét
corresponding number of KKR common units in conioactvith the merger, it is expected that immediatdter the
merger, KKR Holdings and KKR will hold approximate30.7% and 49.3%, respectively, of the KKR Groaptiership
units.

3) Following the consummation of the mergergélthe outstanding KFN common shares will be hgld~bnd Holdings,
one of the KKR Group Partnershij

Background of the Merger

The KFN board of directors regularly reveemnd discusses at board meetings KFN's performesks, opportunities and strategy. KFN's
board of directors and management team review aald&e various options as part of KFN's ongoirfgres to strengthen its business and
enhance shareholder value, taking into accountanam regulatory, competitive and other conditiamsl KFN's status as an externally
managed company.

KFN is externally managed and advised byRKIKnancial Advisors LLC, which is referred to hig proxy statement/prospectus as the
manager, pursuant to a management agreement bel{f#deand the manager, which has been in place sief@e the KFN initial public
offering. The manager is a subsidiary of KKR Addeihagement LLC, and an indirect subsidiary of Keln¢pbKravis Roberts & Co. L.P.,
which is an indirect subsidiary of KKR. Pursuantlie management agreement, the manager is resfeofsilkFN's operations and performs
all services relating to the management of KFNses liabilities and operations, and provides Kith its management team and with
appropriate support personnel. All of KFN's exeatfficers are employees of one or more subsgiasf KKR. The manager operates under
the direction of the KFN board of directors, anddguired to manage KFN's business affairs in aonity with the investment guidelines that
are approved by a majority of KFN's independergators. Due to the relationship created by the mam@nt agreement, members of the KFN
board of directors and the KFN management teaninelytinteract with representatives of KKR in thamucse of their normal dealings with
respect to KFN.
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In October 2013, Henry Kravis and Georgbdtts, the co-chief executive officers of KKR's mgimg partner, informed Paul Hazen, the
chairman of the board of directors of KFN, throw@taig Farr, the CEO of KFN, that KKR was considgrmaking an offer for an acquisition
of KFN by KKR, but did not make any specific propber discuss any transaction terms. Mr. Hazerriméal KKR through Mr. Farr that he
would report the matter to the KFN board of direstand that pending instruction from the boardhegiKKR nor the manager should have
discussions with representatives of KFN regardimg@otential transaction unless and until the badildFN authorized them to do so.

On October 22, 2013, the KFN board of dmesheld a regularly scheduled meeting in New Y@tkthis meeting, Mr. Hazen informed
the other members of the KFN board of directorthefstatements made by KKR regarding the possilafimaking an offer to acquire KFN.
The board discussed the possibility of such arrpifieluding that the confidentiality restrictiomsthe management agreement could be read
require that KKR obtain authorization from KFN prio completing the analysis necessary to makeaaguisition proposal. After discussion,
so that the board could become fully informed rdaay its options to maximize value for KFN's comnsirareholders, the board granted KKR
permission to use the information it had about KEslyell as to access additional information alfdtNl, to make an acquisition proposal. -
board also determined that if there were an adiprisproposal made by KKR, it would be reviewedablyansaction committee of the board
which would make a recommendation to the full bazfrdirectors and which would have the full authpof the board to negotiate the term:
any acquisition proposal with KKR, reject any sgpebposal and consider whether KFN should pursueatteynative transactions. The board
also discussed retaining potential financial adgis8cott Nuttall and Mr. Farr, the two membershef board of directors who were employed
by KKR, were not present for the discussion. Mrttillland Mr. Farr did not attend any of the KFNabab of directors meetings at which a
potential transaction with KKR was discussed.

Following the October 22, 2013 board megtivir. Hazen instructed Wachtell, Lipton, Rosen &K which is referred to in this proxy
statement/prospectus as Wachtell Lipton, to infBrawid Sorkin, the general counsel of KKR's managiagner, that the KFN board of
directors had agreed to permit KKR to use the mfation it had about KFN, as well as to access aihdit information about KFN, to make a
proposal to acquire KFN.

Additionally, prior to the formation of theansaction committee, Mr. Hazen discussed withrr the possibility of modifying or
eliminating the termination fee in the managemgnéament if there were a change of control of KMNX. Farr discussed with Mr. Sorkin and
Robert Lewin, the head of corporate developmenttagasurer of the KKR Group, and was informed KR was unwilling to modify or
eliminate the termination fee if there were a cleaafjcontrol of KFN.

On October 30, 2013, KKR submitted a letitelKFN making a proposal to acquire KFN for coesation consisting entirely of KKR
common units, at an exchange ratio of 0.46 KKR cammomits per KFN common share, in a taxable traimmacThe October 30 letter
conditioned KKR's offer on the approval of the saction by a committee of independent directodsk¥l and the approval of a majority of
unaffiliated KFN shareholders.

On October 31, 2013, the KFN board of doesheld a telephonic meeting attended by thecttire who were not employed by KKR. T
board designated a transaction committee of indigrardirectors not affiliated with KKR and instredtthem to select a time to meet, retain
advisors and review the proposal. The transactionngittee was ultimately comprised of Tracy ColliRgbert Edwards, Vincent Paul Finigan,
Ross Kari, Deborah McAneny and Scott Ryles.

On November 6, 2013, the transaction cotemidf the KFN board of directors held a telephonéeting with Robert Edwards acting as
chair, with Sandler O'Neill as financial advisor&laVachtell Lipton as legal advisors. The transectiommittee selected Sandler O'Neill to
as financial advisors
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due to their experience in transactions of thigtywolving financial companies and the absencngfconflicts with respect to either KKR or
KFN. At the meeting, the transaction committee uised the terms of the acquisition proposal madekdy, and determined to engage in
further discussion and analysis of the proposairfgd responding to KKR. The transaction commities® reviewed with its advisors the
existing terms of the management agreement betiEdhand the manager. The transaction committedtaradivisors discussed the fact that
the management agreement could not be terminatedsulFN either had "cause" to do so (limited towinstances involving the manager's
continued material breach of the management agmetefnaud or gross negligence or a bankruptcy ange of control of the manager), or by
the vote of a majority of KFN's shareholders oreipendent directors finding that either the managenformance under the management
agreement was unsatisfactory in a way that has lwegerially detrimental to KFN or that the fees glalg to the manager are not fair (and, in
such case, the manager must be given the oppgrtordigree to a reduced fee prior to any termingtibhe transaction committee and its
advisors also discussed the fact that, in connegtith any termination of the management agreerottrdr than for "cause,"” KFN would be
required to pay a termination fee to the manageaktp approximately four times the sum of the agerannual base management fee and the
average annual incentive fee, in each case cadclfat the two twelve-month periods immediatelopto the termination. The transaction
committee and its advisors discussed whether axpatduyer for KFN would be interested in buying K subject to the termination provisic
and other terms of the management agreement. @hssittion committee with its advisors concluded tiva foregoing made it highly unlikely
that an acquisition of KFN would be of interestitoy person other than KKR. The transaction commiieo considered that any acquisition
agreement between KFN and KKR would likely inclymtevisions allowing an interested third party tdsit a superior proposal. On
consideration of the preceding factors, the tramsacommittee determined not to solicit alternatproposals.

On November 12, 2013, the transaction cdtembf the KFN board of directors met. At the resfof the transaction committee,
representatives of Wachtell Lipton and Sandler @'Mere in attendance. At the meeting, the tratisaccommittee discussed the terms of the
acquisition proposal made by KKR with its advisaml determined to inform KKR that the transactiommittee believed the proposed
exchange ratio of 0.46 KKR common units per KFN owon share did not offer sufficient value to KFNisueholders, that the transaction
committee was not interested in pursuing a trarsaet this value, and that the transaction comamist preference in any transaction was for
merger consideration consisting entirely of cadte fransaction committee's preference for cash eneansideration was due to both the
inherent uncertainty in the value of merger consitien consisting of equity securities of anothetitg and the fact that an acquisition of KFN
by KKR would be taxable to KFN common shareholdegardless of the form of merger consideration daid would not provide them with
cash that could be used to pay such taxes if thgeneonsideration consisted entirely of KKR comnuoits.

On or about November 13, 2013, each of3rkin and Mr. Lewin were separately informed @& transaction committee's determinat
and Mr. Sorkin and Mr. Lewin each responded thaRkiould consider the transaction committee's respo®n November 13, 2013,
Mr. Sorkin informed Wachtell Lipton and Mr. Lewinformed a representative of Sandler O'Neill thatRWas unwilling to consider a cash
transaction.

On November 19, 2013, a representativeaofler O'Neill informed Mr. Lewin that a diligensession scheduled for that day would be
cancelled unless KKR increased the proposed exehatip. That same day, Mr. Lewin contacted repredies of Sandler O'Neill to
communicate a revised proposal for KKR to acquiFéNKor consideration consisting entirely of KKR caron units, at an exchange ratio of
0.48 KKR common units per KFN common share, inxaltée transaction. Mr. Lewin informed the SandI&iéill representatives that KKR
was unwilling to consider a transaction in whicly @ortion of the consideration included cash.
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On November 21, 2013, the transaction cdtemof the KFN board of directors held a telephanéeting. At the request of the
transaction committee, representatives of Wachiptbn and Sandler O'Neill were in attendance. Nazen, who was not a member of the
transaction committee, also attended a portioh®hteeting, in order to update the members ofrémsaction committee on KFN's financial
performance, including KFN operating as a stafufe entity and the potential ability of KFN torpue a share repurchase program in the ¢
that a transaction with KKR was not agreed. FollmMMr. Hazen's departure from the meeting, thesaation committee discussed the terms
of the revised acquisition proposal made by KKRwitis advisors, including a comparison of the teahsuch proposal to alternatives such
share repurchase by KFN. The transaction comnifgééermined to inform KKR that the transaction comteei believed that the proposed
exchange ratio of 0.48 KKR common units per KFN owon share still did not offer sufficient value t&-K's common shareholders, and that
the transaction committee continued to view a @atign including cash consideration as preferabkntall-equity transaction.

On or about November 22, 2013, a represigataf the transaction committee informed Mr. Lawif the transaction committee's
determination. Mr. Lewin informed the representatdf the transaction committee that KKR would cdasithe transaction committee's
response.

On November 26, 2013, Mr. Kravis contacda@presentative of Sandler O'Neill to communieatevised proposal for KKR to acquire
KFN for consideration consisting entirely of KKRmmmon units, at an exchange ratio of 0.50 KKR comimnoits per KFN common share, in a
taxable transaction. Mr. Kravis informed the repreative of Sandler O'Neill that KKR remained uning to consider a transaction in which
the consideration included any portion of cash, thatlthe current proposed exchange ratio repreddfKR's best and final offer to acquire
KFN.

On November 27, 2013, the transaction cdtembf the KFN board of directors held a telephanéeting. At the request of the
transaction committee, representatives of Wachiptbn and Sandler O'Neill were in attendance. frhasaction committee discussed with its
advisors the terms of the revised acquisition psapmade by KKR, including KKR's statement thatpheposal represented KKR's best and
final offer to acquire KFN, and determined to magain to further consider the appropriate resptm$#&R. The transaction committee,
through a representative of one of its advisomgested that the transaction committee be giveogpertunity to meet with members of
KKR's senior management in order to gather furihiermation regarding KKR's business and the valiihe KKR common units that were
proposed to be paid as merger consideration inexiiom with the potential transaction.

During this period, the parties and thelviaors engaged in ongoing due diligence investigatof the business and prospects of each of
KKR and KFN.

On December 6, 2013, the transaction cotamitf the KFN board of directors held a telephonéeting. At the request of the transaction
committee, representatives of Wachtell Lipton aadder O'Neill were in attendance. The represergsatdf Sandler O'Neill discussed with the
members of the transaction committee KKR's respotesés diligence questions regarding KKR's businén addition, a member of Sandler
O'Neill's equity research group attended the mgetirorder to discuss KKR's business with the mambéthe transaction committee. At this
meeting, the members of the transaction commitigmudsed the possibility that R. Glenn Hubbard, KHBAad independent director, could
reiterate the views of the transaction committez thie KFN board of directors on the proposed tretisa, and specifically reiterate the requ
for an increase in the proposed merger consideradiod concluded that Mr. Hubbard should be askedinforce KFN's position in that rege
at a meeting scheduled with Mr. Kravis and Mr. Rtdben December 9, 2013.

Also on December 6, 2013, at the requegYachtell Lipton, Simpson Thacher & Bartlett LLPhieh is referred to in this proxy
statement/prospectus as Simpson Thacher, legaladae KKR, sent a draft merger agreement to Wéldhfgon.
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On December 9, 2013, at the request ofréimesaction committee, Mr. Hubbard met with Mr. Wisaand Mr. Roberts in order to discuss
the proposed transaction. At this meeting, Mr. Hardlrequested that KKR increase the proposed oeraidn above the most recently
proposed exchange ratio of 0.50 KKR common unit#eN common share. Mr. Kravis and Mr. Roberts infed Mr. Hubbard that KKR wz
unwilling to do so.

On December 10, 2013, both the KFN boardimgfctors (other than the members of the boaudirettors that were employed by KKR)
and the transaction committee held meetings in Mevk. At the request of the transaction committepresentatives of Wachtell Lipton and
Sandler O'Neill were in attendance. During this timgg the members of the board of directors weferimed of the results of the December 9
conversations among Mr. Hubbard, Mr. Kravis and Riwberts. At the request of the transaction conemjtir. Kravis, Mr. Roberts,

Mr. Sorkin, Mr. Lewin and William Janetschek, thaef financial officer of KKR's managing partnettemnded a portion of the board of
directors meeting in order to discuss KKR's busineish the members of the board. After Mr. Krawh, Roberts and other representatives of
KKR left the meeting, the members of the transactiommittee instructed representatives of Sandieidto communicate to KKR that the
transaction committee continued to believe the psed consideration did not offer sufficient vala&KEN's shareholders, and that the
transaction committee would not be willing to reeaoend that the KFN board of directors approve aaggaction with KKR in which the
merger consideration consisted of KKR common unmitsout an increase in the proposed merger coreiider.

Following the meeting, representatives afider O'Neill communicated the transaction conealft position to Mr. Lewin, and requested
that KKR increase the proposed merger considerafiohsequently, Mr. Kravis and Mr. Roberts inforngsthdler O'Neill representatives that
KKR was willing to increase the proposed considerato 0.51 KKR common units per KFN common share, taxable transaction with
consideration consisting entirely of KKR commontanMr. Kravis and Mr. Roberts further stated tKER would not under any circumstant
further increase its offer. The Sandler O'Neillresgentatives communicated the revised proposalrt&Mvyards and Mr. Edwards determined
to schedule a meeting of the transaction committe®nsider the proposal.

Later in the day on December 10, 2013, Hézen, at Mr. Edwards' request, contacted Mr. Relterrequest that KKR increase the
proposed exchange ratio to 0.52 KKR common unitdg&N common share, and was informed by Mr. Robiias the currently proposed
exchange ratio of 0.51 KKR common units per KFN owon share represented KKR's best and final offactpire KFN.

On December 13, 2013, the KFN board ofadines (other than the members of the board of tireavho were employed by KKR) held a
telephonic meeting in order to discuss the propasetsaction. At the request of the board, repitasiens of Wachtell Lipton and Sandler
O'Neill were in attendance. The representativé&/athtell Lipton reviewed with the members of thatabthe material terms of the latest draft
merger agreement with respect to the proposeddcting, including the required approval of KFN coomshareholders (including the
approval of the holders of a majority of the outsiag KFN common shares, other than those KFN comshares held by KKR or any
affiliate of KKR) and the other closing conditioribe restrictions on the solicitation of alternativansactions by KFN and on changes in the
KFN board recommendation, the merger consideraimhtreatment of outstanding KFN equity awardstalxeéreatment of the merger,
termination rights of the parties and potentiafrtiexation payments payable by KFN, and restrictiomn&FN's operations pending the closin
the merger. The meeting of the KFN board of dinecteas adjourned, and a meeting of the transactamittee was convened. At this
meeting, representatives of Sandler O'Neill rendlareoral opinion to the transaction committee,olvhvwas subsequently confirmed by
delivery of a written opinion dated December 161200 the effect that, as of such date, and stibjebe assumptions, matters considered ar
limitations and qualifications described in suclinggn, the consideration to be exchanged in th@@sed merger was fair to the
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holders of KFN common shares, from a financial pofrview. See "—Opinion of the Financial Advisorthe KFN Transaction Committee”
beginning on page 73 of this proxy statement/progse Following discussion, the members of thesaation committee unanimously voted to
recommend that the KFN board of directors apprbeenterger agreement. Immediately following the @asion of the transaction committee
meeting, the board meeting was reconvened in dodewnsider the proposed transaction. At this mgethe members of the board were
informed of the recommendation of the transactimmmittee. Following discussion, the members ofttbard, by the unanimous vote of all
directors (other than the members of the boardrettbrs who were employed by KKR and were not@mnést the meeting), approved and
declared advisable the merger agreement and thgemer

On December 15, 2013, the board of dirsctdiKKR's managing partner held a meeting to dis¢he potential acquisition of KFN, wh
followed previous meetings of the board of direstof KKR's managing partner held on October 11 32@ctober 30, 2013, November 7,
2013 and November 25, 2013 also in regard to sotdmpial acquisition. At the December 15, 2013 nmgetrepresentatives of KKR
management provided an update on the current sifithe proposed transaction with KFN, includingttthe KFN board of directors approved
a transaction at the proposed exchange ratio fKKER common units per KFN common share, and afswiged a presentation regarding,
among other things, KFN's business and the potdimancial implications of an acquisition of KFiMcluding a valuation analysis of KFN, an
analysis of KFN's CLO portfolio, including the riskssociated with such CLOs, and an accretioniflil@nalysis of the pro forma financial
effect of the proposed transaction on KKR. Alsthig meeting, Mr. Sorkin advised the members oftthard of directors of their duties in
connection with the proposed transaction under\Baa law and under KKR's partnership agreementrdzeptatives of Simpson Thacher
then reviewed with the board of directors of KKRianaging partner the findings of Simpson Thaclegal due diligence review of KFN and
the material terms of the latest draft merger agesg with respect to the proposed transactionydioly the merger consideration and treatr
of outstanding KFN equity awards, the closing ctinds, the termination rights of the parties ardhieation payments payable by KFN, and
restrictions on KKR's operations pending the clgsifithe merger. Representatives of Goldman, S&dbs., the financial advisor to KKR th
is referred to in this proxy statement/prospectu§aldman Sachs, were also present at this meatidigliscussed with the board of directors
Goldman Sachs' financial analysis of the proposatsaction, which is summarized in the sectiortledtl’'—Opinion of the Financial Advisor
to KKR" beginning on page 86 of this proxy statebtf@ospectus. At this meeting, Mr. Kravis and Maolerts provided the requisite approval
under KKR's managing partner's limited liabilitynepany agreement of the issuance of KKR common imitennection with the proposed
transaction.

Also on December 15, 2013, a meeting ofcthr&licts committee of the board of directors d€R's managing partner was held, which
followed previous meetings of the conflicts comestheld on November 25, 2013, November 26, 201 aweémber 9, 2013 to discuss the
proposed transaction. During the December 15, 20d&ting, representatives of Cravath Swaine & Mad, legal counsel to the conflicts
committee that is referred to in this proxy statatf@ospectus as Cravath, discussed the proposgisaimn of KFN with the conflicts
committee and reviewed the approval process withaet to the proposed transaction. The conflictsmitee discussed the analysis and
advice presented by the representatives of KKR g@mant and Goldman Sachs to the board of direofd(&R's managing partner.

On December 16, 2013, the conflicts coneritif the board of directors of KKR's managing marteld a meeting, at which
representatives of Lazard Fréres & Co. LLC, thariirial advisor to the conflicts committee thateferred to in this proxy statement/prospe
as Lazard, and Cravath were in attendance. Antiisting, representatives of Lazard rendered aropialon, subsequently confirmed in
writing, to the independent directors constitutihg conflicts committee of the board of director&KR's managing partner, that, as of such
date, and based upon and subject to the

66




Table of Contents

assumptions, procedures, factors, qualificatiomsliamtations set forth therein, the exchange ratiosuant to the merger agreement was fair,
from a financial point of view, to KKR. See "—Opdam of the Financial Advisor to the Conflicts Comieé of KKR's Managing Partner."

Also on December 16, 2013, a meeting obiberd of directors of KKR's managing partner wealsihAt the request of the board of
directors, representatives of Simpson Thacher, @nawoldman Sachs, Lazard and KKR managementiwerttendance. At this meeting,
Mr. Sorkin advised the board of directors that,jecito receipt of requisite board approval, KKRsviiaa position to execute the merger
agreement with KFN and announce the transactiothidtmeeting, representatives of Goldman Sachdered an oral opinion to the board of
directors of KKR's managing partner, which was sgently confirmed by delivery of a written opinidated December 16, 2013, to the el
that, as of such date, and based upon and subjtwt factors and assumptions set forth in suchiopj the exchange ratio pursuant to the
merger agreement was fair from a financial pointiefv to KKR. See "—Opinion of the Financial Adviso KKR" beginning on page 86 of
this proxy statement/prospectus. Following the ipgaaf the oral opinion of Goldman Sachs, by unamisvote, the board of directors of
KKR's managing partner approved and declared aoleishe merger agreement and the merger. Immeylimigdwing the adjournment of the
meeting of the board of directors of KKR's managiagtner, a meeting of the conflicts committeehaf board of directors of KKR's managing
partner was reconvened. After due deliberatiohiatrheeting, the conflicts committee determined tha proposed acquisition of KFN by
KKR in accordance with the merger agreement wasafaill reasonable to KKR and that such determinatiati constitute a special approva
contemplated by KKR's partnership agreement.

On December 16, 2013, following the foregpévents, the merger agreement was executed by KKl Holdings, Merger Sub and
KFN, and the parties issued a joint press releaseuncing the transaction.

Certain Relationships between KKR and KFN

KKR Financial Advisors LLC, an indirect sithiary of KKR and referred to in this proxy statmyprospectus as the manager or KFN's
manager, manages KFN's day to day operations (dubj¢he direction and oversight of the KFN boafdlirectors) pursuant to a managemen
agreement between KFN and the manager, whichesreef to in this proxy statement/prospectus astheagement agreement. Pursuant to tf
management agreement, the manager provides KFNt&/ithanagement team, along with appropriate suggewsonnel. All of KFN's
executive officers and Scott Nuttall and Craig Famo of KFN's directors, are employees of KKR ae@r more of its subsidiaries.

The management agreement contains cemtaimspns requiring KFN to indemnify the managethwiespect to all losses or damages
arising from acts not constituting bad faith, willmisconduct, or gross negligence.

For the years ended December 31, 2012,Beee31, 2011 and December 31, 2010, KFN incurg8&i2smillion, $26.3 million and
$19.1 million, respectively, in base managemers feeler the management agreement. In addition, iKEdNred share based compensation
expenses of $2.3 million, $2.4 million and $5.8lioil related to grants of restricted KFN commonrskaranted to the manager for the years
ended December 31, 2012, December 31, 2011 andribece31, 2010, respectively.

For the years ended December 31, 2012,Beee31, 2011 and December 31, 2010, the manageed$37.6 million, $34.2 million and
$38.8 million, respectively, of incentive fees unttee management agreement. Of the $38.8 millidne#ntive fees earned for the year endec
December 31, 2010, the manager permanently waiggahent of $9.7 million of incentive fees that westated to a gain recorded by KFN ¢
result of the repurchase of certain mezzanine ahdrdlinated notes issued by certain of KFN's CLOs.
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Certain general and administrative expeasesncurred by the manager on KFN's behalf trat@imbursable to the manager pursuant tc
the management agreement. For the years ended Bec8t 2012, December 31, 2011 and December 30, KIFN reimbursed the manay
for $10.2 million, $8.2 million and $4.6 millionespectively, for such expenses.

The management agreement expires on Decedilaf each year, but is automatically renewedafone year term on each December 31
unless terminated upon the affirmative vote okast two thirds of KFN's independent directordyyr vote of the holders of a majority of
KFN's outstanding common shares, based upon (RYisfectory performance by the manager that is nadifedetrimental to KFN or (2) a
determination that the management fee payablestontinager is not fair, subject to the manageftta t@prevent such a termination under
clause (2) by accepting a mutually acceptable risoluof management fees. The manager is requirbe fmrovided with 180 days' prior writl
notice of any such termination and will be pai@artination fee by KFN equal to four times the surthe average annual base management
fee and the average annual incentive fee for tloel®@vmonth periods immediately preceding the datermination, calculated as of the end of
the most recently completed fiscal quarter priathtdate of termination.

In addition, KFN holds corporate loans, tdedcurities and other instruments of entities #nataffiliates of KKR. As of December 31,
2012, the aggregate par amount of these affilisistiuments totaled $2.1 billion, or approximat28fs of KFN's total investment portfolio,
and consisted of 32 issuers. The total $2.1 billioaffiliated instruments was comprised of $2.lidn of corporate loans, $39.3 million of
corporate debt securities, and $73.8 million ofiggastruments, at estimated fair value.

KFN holds interests in certain joint vemtsiand partnerships alongside affiliates of KKRoABDecember 31, 2012, the aggregate cost
amount of these interests in joint ventures anthpaships totaled $137.6 million.

Recommendation of the KFN Board of Directors and Rasons for the Merger; Fairness of the Merger

After consideration, the transaction conteeitof the KFN board of directors and the KFN baafrdirectors has determined that the me
is fair to and in the best interests of KFN anduhaeffiliated shareholders of KFN. In reachingdégcision to recommend that KFN's board of
directors approve the merger agreement and recochthahit be adopted by KFN's shareholders, thesaetion committee of the KFN board
of directors consulted with its legal and finan@dvisors and considered a number of factors, ety but not limited to, the following:

. its knowledge of KFN's business, financial coiodi, results of operations, industry, competit@nsl prospects as a standalone
company, including the anticipated negative immactesults of operations of amortizing CLOs andidag gains;

. the transaction committee's belief that the priciklEN common shares reflected these challenges;iwitd been disclosed
previously in connection with KFN's prior earnirgsnouncement;

. its knowledge of KKR's business and investmentsricial condition, results of operations and pro&peaking into account tt
results of the transaction committee's due diligarewiew of KKR and knowledge of KKR's managemard tb the existing
relationships between KFN and KKR;

. the financial terms of the merger, including thet that, based on the closing price on the N6YSEFN common stock and
KKR common units on December 13, 2013, the laslirigaday prior to the execution of the merger agrest, the merger
consideration represented an approximate 34% praraiter the closing price of KFN common shares asuoh date and
represented a significant premium above the 30vdhyme-weighted average closing price based oB@heay trading period
ending on December 13, 2013;
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. the nature of KFN's business, which is generallye@ at or near book value, and the substantiahjpr® to book value (as of
September 30, 2013) of 16% implied by the exchaagie based on the closing prices of KKR commorisuand KFN common
shares on December 13, 2013;

. the fact that the transaction committee beliethed, taking into account relative risk and potnipside, the merger would
provide an attractive alternative to KFN sharehddgven alternatives reasonably available to Kil{ding (i) the continued
operation of KFN as a standalone entity and thieipated dividend payments to KFN common sharehslti®at the transaction
committee believed would be available in the fuifileFN's operations continued as anticipated andhe repurchase of a
portion of KFN's outstanding common shares withestimated total repurchase price of $200 millicasgdl on the amount of
cash estimated to be reasonably available to KFNfoh purpose), each of which the transaction citteenbelieved would
ultimately result in less value being created f&iNKcommon shareholders than the proposed mergsidsration);

. the fact that the transaction committee believed, tiaking into account relative risk and potentipside, the merger would offer
attractive value to KFN common shareholders retativthe value that could be realized through @idigtion of KFN's assets
and the distribution of the proceeds to KFN's dardiand equityholders, which the transaction comemibelieved would yield
proceeds of less than KFN's book value, due intpatte negative effects that a liquidation wouddiéa on certain of KFN's
assets such as KFN's CLO portfolio;

. KKR's stated intention to pass through 100% ofetdized earnings from KFN's existing portfoliosadistribution to the holders
of KKR common units, while maintaining its existipglicy of passing through 40% of its net realipeishcipal investment
income from KKR's existing portfolio, following theosing of the merger, and the attractive possiolg distributions and yield
profile that would therefore be available to forrk@&N common shareholders following the closinghsf tmerger;

. the belief of the transaction committee that thesconmation of the merger could lead to an incréasiee trading price of
KKR's common units over time due to the positivieets of the transaction on the stability of KKB&ance sheet and quality
KKR's distributable earnings, thereby leading taramease in the value of the KKR common units geiffered to KFN's
common shareholders as merger consideration;

. the fact that KFN's common shareholders would hhgdenefit of a more diversified asset base abaidiers of KKR than
would be available to them as shareholders of Ki#N¢ch would benefit KFN's common shareholders lwjating them with
increased protection against declines in a singgeteclass or type of investment and through KK&aively increased
flexibility to deploy KFN's capital (including capi that is expected to run off from KFN's existi@gOs over time) in a manner
designed to produce the highest returns in a yaoietnarket conditions;

. KKR's enhanced ability to raise funds and capitahpared to KFN, and the corresponding benefitskbl' common
shareholders as KKR common unitholders of a combamenpany with significantly enhanced growth oppoities;

. KKR's ability to mitigate existing tax inefficieres to KFN common shareholders produced by KFNi®ntimvestment
portfolio, corporate structure and distributionipi@s;

. the fact that the exchange ratio is fixed areddfore the value of the merger consideration pay@bKFN's shareholders will
increase in the event that the trading price of KéRimon units increases prior to closing;
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. the financial analyses presented by Sandler O'Meitie transaction committee described unde®©piion of Sandler O'Neill «
Partners, L.P." and the oral opinion of SandlerédINconfirmed by delivery of a written opiniont@a December 16, 2013, to
the effect that, as of such date, and subjectd@ssumptions, matters considered and limitatiodsjaalifications described in
such opinion, the consideration to be exchangekdmproposed merger was fair to the holders of KBMmon shares, from a
financial point of view;

. the transaction committee's belief that it wasketyi that any bidder for KFN, other than KKR, wouddrsue an acquisition of
KFN because of, among other reasons, KKR's existifggas manager of KFN, including its selectiod amnagement of KFN
assets, the substantial premium to book value heffieged by KKR for assets that are generally vdlaeor near book value and
the provisions in the management agreement, inoduldFN's contractual obligation to pay an affiliafekKKR a fee in the event
KFN terminates the management agreement;

. the fact that exchanging KFN common shares for Ki&Rimon units would offer KFN's common shareholdégaificantly
enhanced liquidity due to the trading volume anzeé sif the public float of KKR as compared to KFN;

. the transaction committee's belief that the psagl merger could be completed in a timely fashimhwithout significant delays
due to required regulatory approvals;

. the fact that the existing terms of the manageragrdement, pursuant to which KFN's business is gehhy existing KKR
employees, would lead to minimal disruption in domtinued management of KFN's existing assetsrarestment portfolio
following the merger and would allow for the contpa of the integration of KKR and KFN in a timedyd efficient manner;
and

. the other terms and conditions of the mergeeamgent.

In addition, the transaction committeetwf KFN board of directors also considered a nurobéactors relating to the procedural
safeguards involved in the negotiation of the mengeluding those discussed below, each of whidielieved supported its decision
and provided assurance of the fairness of the mésgle unaffiliated common shareholders of KFN:

. the creation of a transaction committee of titéNKboard of directors composed of directors ndtiafftd with KKR, and the
process followed by the transaction committee;

. the fact that the consummation of the merger iglitimmed on obtaining the approval of both a ma&jooif the outstanding KFN
common shares and a majority of the outstanding K&fmon shares held by shareholders other than &kdRts affiliates;

. the fact that, subject to compliance with certeimrts and conditions, including the terminationdé&26,250,000 to KKR, KFN
is permitted to terminate the merger agreementderao accept a superior proposal and enter iefiaitive agreement in
connection therewith;

. the fact that the transaction committee of tifNKboard of directors made its evaluation of thegaeagreement and the merger
based upon the factors discussed in this proxgrsit/prospectus, independent of management, ahkmgwledge of the
interests of management in the merger;

. the fact that the transaction committee of the Kieidrd of directors retained Sandler O'Neill to jidevan opinion to the effect
that, as of the date of such opinion, and sub@etite assumptions, matters considered and limitatamd qualifications
described in such opinion, the consideration texehanged in the proposed merger was fair to theder®of KFN common
shares, from a financial point of view;
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. the fact that the transaction committee of the Kieldrd of directors met numerous times during thesmof negotiations with
KKR to discuss the status of the negotiations KiKR, to review the terms of the proposed mergeeagrent and to consider
the options reasonably available to KFN; and

. the fact that the transaction committee andkihl board of directors were aware of the existiaigtionships between KKR and
KFN and could take such relationships into acceumn considering whether to recommend the proptaedaction on the
contemplated terms, or at all.

The transaction committee of the KFN baardirectors also considered a variety of risks athgtr potentially negative factors concerr
the merger agreement and the merger, includinfptfeaving:

. the fact that the exchange ratio is fixed aretdfore the value of the merger consideration pay@iKFN common shareholders
will decrease in the event that the trading pricEKlKR common units decreases prior to closing;

. the possibility that the merger may not be complete that completion may be unduly delayed, faismns beyond the control
of KFN;
. the risks and costs to KFN if the transactionsramtecompleted, including the potential effect oe ttading price of KFN's

common shares, the potential diversion of manageateamtion, and the potential effect on KFN's hass and existing
relationships;

. the fact that KFN's directors and executive officeray ultimately have interests in the transacttbas may be different from,
in addition to, those of other KFN shareholders;

. the restrictions imposed by the merger agreemetit®@oonduct of KFN's business prior to the consation of the merger;
. the fact that the merger agreement contains prngsihat limit KFN's ability to pursue alternativeshe merger;
. the risk that governmental entities may oppasefuse to approve the transactions or imposeitond on KKR and/or KFN

prior to approving the transactions;

. the fact that at the time of the approval anelcetion of the merger agreement, KKR common unéeevirading at a price near
their 52-week high, while KFN common shares weaelitig at a price near their 52-week low;

. the management relationship between KKR and KFdluding the fact that KFN's management team isigeaentirely by
KKR and its affiliates;

. the fact that the transaction will be taxabl&&EN common shareholders;

. the terms of the KKR common units to be issugdarger consideration and their differences froentérms of the KFN

common shares, including the inability to vote lecethe members of the board of directors of KKg®aeral partner and the
significant control which may be exercised over aate of KKR's common units by certain controllipgrsons of KKR; and

. the risk of not realizing the anticipated benefitshe merger.
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In reaching its decision to approve thegeeagreement and recommend that it be adoptedbyyskcommon shareholders, the KFN
board of directors considered a number of faciaduding, but not limited to, the following:

. the unanimous recommendation of the transactiomuttare of the KFN board of directors which was casgd of directors not
affiliated with KKR;

. the fact that the transaction is subject toapproval of a majority of KFN stockholders not kdfied with KKR;

. the factors considered by the transaction cotemiincluding the positive factors and potentedfits of the merger and the

risks and other potentially negative factors conicgy the merger, as described above; and

. the fact that the merger consideration and theraénms of the merger agreement resulted from ietifrts that involved the
active participation of the transaction committee.

In reaching its determination and makisg#&commendations, the transaction committee oKt board of directors did not establish a
specific going concern value of KFN and did notidoet that there is a single method for determimjaing concern value. However, the
transaction committee of the KFN board of directmefeved that each of Sandler O'Neill's valuatiethodologies described in "—Opinion of
the Financial Advisor to the KFN Transaction Conegt represented a valuation of KFN as it contirtoesperate its business and, to that
extent, such analyses could be collectively charatd as forms of going concern valuations andrdmesaction committee considered each o
these analyses in reaching its determination arldnpats recommendation. As stated above, the &etitn committee of the KFN board of
directors believed that it was unlikely that anothielder would pursue an acquisition of KFN, andaesult did not seek to contact potential
alternative bidders. As stated above, the trammacthmmittee believed that the liquidation valu&EeN's unaffiliated shareholders of KFN's
assets would likely be lower than the book valuKBN's assets and would likely be lower than thieeaffered in the proposed merger,
although no separate appraisal of KFN's assetswraducted because the transaction committee conditdN to be a viable going concern
and because KKR plans to continue to operate KEN&ing businesses following the merger. The tatisn committee was not aware of any
firm offer made to KFN by any unaffiliated persourithg the past two years for the merger or conatitich of KFN into another company, the
sale or transfer of all or any substantial patihefassets of KFN to another company, or the psebéa controlling stake in KFN by another
company, and no such firm offer was consideredfastar in the transaction committee's decision.

The KFN board of directors recommends yloat vote "FOR" the adoption of the merger agreeraadtapproval of the merger and "FC
any adjournment of the special meeting, if necgssarsolicit additional proxies if there are nafficient votes to adopt the merger agreement
at the time of the special meeting.

This discussion of the information and éastconsidered by each of the transaction commuttéiee KFN board of directors and the KFN
board of directors includes the material positind aegative factors considered by the transactiomaittee of the KFN board of directors
and/or the KFN board of directors , but is notted to be exhaustive and may not include all efftitctors considered by the transaction
committee of the KFN board of directors and/or kN board of directors, or any individual. Neitlthe transaction committee of the KFN
board of directors nor the KFN board of directonslertook to make any specific determination ashetiver any particular factor, or any as|
of any particular factor, was favorable or unfalabeao its ultimate determination, and did not difgror assign any relative or specific weig
to the various factors that it considered in makiagiltimate decision. Rather, each of the tratisacommittee of the KFN board of directors
and the KFN board of directors conducted an ovaralysis of the factors described above. In aaiti
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individual members of each of the transaction cottemiof the KFN board of directors and the KFN bloafrdirectors may have given differe
weight to different factors.

Opinion of the Financial Advisor to the KFN Transadion Committee

By letter dated December 10, 2013, KFNinet Sandler O'Neill to act as financial advisothte transaction committee of the KFN boarc
of directors, referred in this proxy statement/pexgus to as the transaction committee, in conoreetith a possible business combination
transaction. Sandler O'Neill is a nationally redagd investment banking firm whose principal busiepecialty is financial institutions. In the
ordinary course of its investment banking busin8s&dler O'Neill is regularly engaged in the vahrabf financial institutions and their
securities in connection with mergers and acqois#tiand other corporate transactions. The tramsactimmittee selected Sandler O'Neill to
act as the transaction committee's advisor in octtiorewith a possible business combination baseitisaqualifications, expertise, reputation
and experience in mergers and acquisitions invglfimancial institutions.

Sandler O'Neill acted as financial advigothe transaction committee in connection withghgposed transaction and participated in
certain of the negotiations leading to the executibthe merger agreement. At the December 13, 284&ing of the transaction committee,
Sandler O'Neill delivered to the transaction conteeitits oral opinion, which was subsequently comdid in writing on December 16, 2013,
that, as of December 16, 2013, the merger condideraas fair to the holders of KFN common sharesfa financial point of view The full
text of Sandler O'Neill's opinion is attached as Anex B to this proxy statement/prospectus. The opinh outlines the procedures
followed, assumptions made, matters considered amplialifications and limitations on the review underbken by Sandler O'Neill in
rendering its opinion. The description of the opindn set forth below is qualified in its entirety byreference to the full text of the opinion.
Holders of KFN common shares are urged to read thentire opinion carefully in connection with their consideration of the proposed
merger.

Sandler O'Neill's opinion speaks only as of the datof the opinion. The opinion was directed to KFN'sransaction committee and i
directed only to the fairness of the merger considation to the holders of KFN common shares from aihancial point of view. It does no
address the underlying business decision of KFN &ngage in the merger or any other aspect of the mger and is not a recommendatio
to any holder of KFN common shares as to how sucltolder of KFN common shares should vote at the spedimeeting with respect to
the merger or any other matter.Sandler O'Neill did not express any opinion ad®ftirness of the amount or nature of the comimmst
be received in connection with the merger by KFaffieers, directors, or employees, or any classuzh persons, relative to the merger
consideration to be received in the merger by dahgrashareholders of KFN.

In connection with rendering its opinion @acember 16, 2013, Sandler O'Neill reviewed antsickered, among other things:

. the merger agreement;

. certain publicly available financial statements atiter historical financial information of KFN th&andler O'Neill deemed
relevant;

. certain publicly available financial statements aftter historical financial information of KKR th&andler O'Neill deemed
relevant;

. publicly available mean analyst earnings est®ébr KFN for the years ending December 31, 26iBRecember 31, 2014 and

publicly available mean analyst growth estimatedtie years thereafter and in each case as distustethe senior
management of KFN;

. publicly available mean analyst economic net incestimates for KKR for the years ending Decembe2813 and

December 31, 2014 and publicly available mean abaiyowth estimates for the years thereafter arhah case as discussed
with the senior management of KKR;
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. the pro forma financial impact of the merger on KKiased on assumptions relating to transactionresqse purchase account
adjustments and cost savings determined by therserinagement of KFN and KKR;

. the publicly reported historical price and tradawivity for KFN's and KKR's common shares or yrdis the case may be,
including a comparison of certain financial andccktmarket information for KFN and KKR and similaulgicly available
information for certain other companies similaetch of KFN and KKR, the securities of which aréljmly traded;

. the financial terms of certain recent business doations involving companies in the financial sees industry where the buy
and the target had commercial relationships sindldhose between KFN and KKR, to the extent pljpbwailable;

. certain of the terms of the management agreemerguant to which KKR Financial Advisors LLC, an irett subsidiary of
KKR, manages KFN;

. the current market environment generally andith@ncial services environment in particular; and

. such other information, financial studies, asalyand investigations and financial, economicraarket criteria as Sandler
O'Neill considered relevant.

Sandler O'Neill also discussed with certagmbers of the senior management of KFN the bssjriimancial condition, results of
operations and prospects of KFN and held similscusions with the senior management of KKR reggrtlie business, financial condition,
results of operations and prospects of KKR.

In performing its reviews and analyses mn@ndering its opinion, Sandler O'Neill reliedampthe accuracy and completeness of all of th
financial and other information that was availaiolé&Sandler O'Neill from public sources, that wasvined to Sandler O'Neill by KFN or KKR
or their respective representatives or that wasratise reviewed by Sandler O'Neill and Sandler @'desumed such accuracy and
completeness for purposes of rendering its opiri@mdler O'Neill further relied on the assurandgb® senior management of each of KFN
and KKR that they were not aware of any facts murnstances that would make any of such informatiancurate or misleading in a material
respect. Sandler O'Neill was not asked to undertake did not undertake, an independent verificatibany of such information and Sandler
O'Neill assumes no responsibility or liability fibre accuracy or completeness thereof. Sandler Dthi@inot make an independent evaluation
or appraisal of the specific assets, the collateraliring assets or the liabilities (contingendtbierwise) of KFN or KKR or any of their
respective subsidiaries.

Sandler O'Neill used mean publicly avaiaehrnings estimates for KFN and KKR and estimkmeg-term growth rates from analyst
research estimates. Sandler O'Neill also receineldiaed in its analyses certain projections ofstation costs, expected cost savings and
synergies which were provided by KKR's and KFN&peetive management teams. With respect to thagections, estimates and judgments,
the respective managements of KFN and KKR confirtoags that those projections, estimates and judi¢greflected the best currently
available estimates and judgments of those resfgectanagements of the future financial performarfd€=N and KKR, respectively, and
Sandler O'Neill assumed that such performance woeldchieved. Sandler O'Neill expresses no opiagoto such estimates or the assump
on which they are based. Sandler O'Neill assumatkiiere has been no material change in the régpesets, financial condition, results of
operations, business or prospects of KFN and KKiResthe date of the most recent financial data rasd#able to Sandler O'Neill. Sandler
O'Neill also assumed in all respects materialg@italysis that KFN and KKR would remain as a gaiogcern for all the periods relevant to
analyses. Sandler O'Neill expresses no opinion asy of the legal, accounting and tax matterdirgjdo the merger and any other transactior
contemplated in connection therewith.

74




Table of Contents

Sandler O'Neill's opinion was necessardgdd on financial, economic, regulatory, marketathér conditions as in effect on, and the
information made available to Sandler O'Neill astloé date of its opinion. Events occurring after tlate thereof could materially affect its
opinion. Sandler O'Neill has not undertaken to u@davise, reaffirm or withdraw its opinion or etlwvise comment upon events occurring
after the date of its opinion. Sandler O'Neill eegged no opinion as to the trading values at wthieltcommon shares or units, as the case ma
be, of KFN or KKR may trade at any time or what adue of KKR units will be once it is actually edeed by the holders of KFN common
shares.

In rendering its December 16, 2013 opinBandler O'Neill performed a variety of financiabdyses. The following is a summary of the
material analyses performed by Sandler O'Neill,ibigtnot a complete description of all the anal/sinderlying Sandler O'Neill's opinion. The
summary includes information presented in tabudamft.In order to fully understand the financial analyses these tables must be read
together with the accompanying text. The tables afee do not constitute a complete description of thignancial analyses. This
information has not been prepared in accordance whit U.S. GAAP and is unauditedThe preparation of a fairness opinion is a complex
process involving subjective judgments as to thetrappropriate and relevant methods of financialyais and the application of those
methods to the particular circumstances. The peytbsrefore, is not necessarily susceptible targb analysis or summary description.
Sandler O'Neill believes that its analyses mustdesidered as a whole and that selecting portibttseedfactors and analyses to be considered
without considering all factors and analyses, tarapting to ascribe relative weights to some osadlh factors and analyses, could create an
incomplete view of the evaluation process undegyta opinion. Also, no company included in Sand&Xeill's comparative analyses
described below is identical to KFN or KKR and ranisaction is identical to the merger. Accordingly,analysis of comparable companies ol
transactions involves complex considerations addments concerning differences in financial and-afreg characteristics of the companies
and other factors that could affect the publicitigdralues or merger transaction values, as the ey be, of KFN and KKR and the
companies to which they are being compared.

In performing its analyses, Sandler O'Nailo made numerous assumptions with respect tsindperformance, business and economic
conditions and various other matters, many of wihnot be predicted and are beyond the contigFdf, KKR and Sandler O'Neill. The
analysis performed by Sandler O'Neill is not neagbsindicative of actual values or future resulisth of which may be significantly more or
less favorable than suggested by such analysedleBa@iNeill prepared its analyses solely for pwgmof rendering its opinion and provided
such analyses to the transaction committee atdtse@ber 13, 2013 meeting. Estimates of the valiiesmpanies do not purport to be
appraisals or necessarily reflect the prices atlwbompanies or their securities may actually be. Such estimates are inherently subject to
uncertainty and actual values may be materialffediht. Accordingly, Sandler O'Neill's analysesndb necessarily reflect the value of KFN's
common shares or the prices at which KFN's comrhanes may be sold at any time. The analyses ofl&a@tNeill and its opinion were
among a number of factors taken into considerdiioKFN's board of directors in making its deterntioia to approve of KFN's entry into the
merger agreement and the analyses described bketavdsnot be viewed as determinative of the denisioKFN's board of directors or
management with respect to the fairness of the energ

In arriving at its opinion Sandler O'Nalltl not attribute any particular weight to any asa or factor that it considered. Rather it made
qualitative judgments as to the significance ameMiance of each analysis and factor. Sandler Q'Ni€iilnot form an opinion as to whether any
individual analysis or factor (positive or negajieensidered in isolation supported or failed tppart its opinions; rather Sandler O'Neill m:
its determination as to the fairness of the mecgesideration on the basis of its experience anfepsional judgment after considering the
results of all its analyses taken as a whole.
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Transaction Multiples

Sandler O'Neill reviewed the financial terof the proposed transaction. As described imtbger agreement, KFN shareholders hawv:
right to receive consideration consisting of 0.6hassessable KKR common units in exchange for Kkbhcommon share. Based upon
KKR's closing price of $24.25 as of December 12,32®andler O'Neill calculated a merger considenatialue of $12.37 per KFN common
share. Based upon 204,824,159 common shares dalitgjaand using KKR's closing price of $24.25 a®etember 12, 2013, Sandler O'Neill
calculated an aggregate merger consideration \l$2,533 million. Based upon financial informatias of the period ended September 30,
2013, Sandler O'Neill calculated the following santion ratios:

Transaction Value / Book Value Per She 11<%

Historical Stock Trading Analysit

Sandler O'Neill reviewed the one-year dnwdd-year share trading activity in KFN common eband noted that the merger consideratic
based on the closing price of KKR's common unitPerember 12, 2013, was in excess of the highesing) share price for both the one-yeatr
and three-year period. Additionally, Sandler O'Nalilserved that the merger consideration refleatpcemium to KFN's closing share price on
December 12, 2013 of 34.6%.

Premium to KFN Stock Price (December 12, 20 34.€%

Comparable Company Analysis

Sandler O'Neill used publicly availablearthation to compare selected financial informafimnKFN and a group of financial institutions
selected by Sandler O'Neill based on Sandler Q'slpilofessional judgment and experience. The gemip consisted of NASDAQ-and
NYSE-traded business development companies and seftvatihg fund business development companies.

The following financial institutions werelscted for the comparison:

Business Development Compani

Apollo Investment Corporatic New Mountain Finance Corporatit
Ares Capital Corporatio PennantPark Investment Corporat
Blackrock Kelso Capital Cor} Prospect Capital Corporatic

Fifth Street Finance Corporatic Solar Capital Ltd

Golub Capital BDC, Inc TCP Capital Corporatio

Hercules Technology Growth Capital, It THL Credit, Inc.

Main Street Capital Corporatic TICC Capital Corporatio

Medley Capital Corporatio Triangle Capital Corporatio
Investment Companies Focused on Senior and Flo&tatg Loans

Fifth Street Senior Floating Rate Cc PennantPark Floating Rate Cap
Oxford Lane Capital Corporatic Solar Senior Capital Ltc

The analysis compared publicly availabtaficial information for KFN and the mean and medimaancial and market trading data for the
peer group as of or for the period ended SepteBie2013
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with pricing data as of December 12, 2013. Theetéiglow sets forth the data for KFN and the meahraedian data for the peer group.

Inv. Co. - Inv. Co. -
Senior / Senior /
Floating Floating
KKR BDC BDC Loans Loans
Financial Median Mean Median Mean
(12/12/13 (12/12/13 (12/12/13 (12/12/13 (12/12/13
pricing) pricing) pricing) pricing) pricing)
Market Cap ($ in millions $ 1882 $ 78 $ 129 $ 167 $ 15¢
Total Assets ($ in millions $ 847z $ 1,177 $ 1831 $ 21€ $ 21¢E
LTM ROE 13.5% 10.5% 11.6% 9.C% 7.£%
Price / NAV 0.88» 1.08» 1.18 1.00» 0.98»
Price / 2013E EP 7.2x 11.0» 11.8» 14.5» 20.8»
Price / 2014E EP 8.8x 10.4» 10.8» 12.2» 12.3»
Price / 2015E EP 8.0x 9.7x 10.0» 12.6» 12.6»
Current Dividend Yield(1 9.6% 9.C% 9.1% 7.8% 8.5%

Q) Dividend yield computed as most recent quartenyogind annualized divided by closing price per sl

Sandler O'Neill used publicly availabledrrhation to compare selected financial informafimnKKR and a group of financial institutions
selected by Sandler O'Neill based on Sandler Q'slpilofessional judgment and experience. The gemip consisted of NASDAQ and NYSE-
traded alternative asset managers.

The following companies were selected li@ ¢tcomparison:

Apollo Global Investment, LL( Fortress Investment Group, LL
The Blackstone Grou Oaktree Capital Group, LL
The Carlyle Group, L.F Oct-ziff Capital Management Grot

The analysis compared publicly availabtaficial information for KKR and the mean and mediaancial and market trading data for the
peer group as of or for the period ended SepteBie2013 with pricing data as of December 12, 20h& table below sets forth the data for
KKR and the mean and median data for the peer group

Alternative Alternative
Asset Managers Asset Managers
KKR Median Mean
(12/13/13 pricing) (12/13/13 pricing) (12/13/13 pricing)

Closing Price as % of 52 Week Hi 98% 93% 93%
2015E Dividend Yielc 6.2% 7.2% 7.€%
LTM AUM Growth 36% 15% 12%
Average Daily Trading Volume ($ in

millions) $ 421 % 121 % 29.2
Price / 2012 Adjusted Economic Net

Income(1) 8.4x 13.8» 13.4»
Price / 2013E Economic Net Incor 9.9x 10.5» 10.4»
Price / 2014E Economic Net Incor 9.8x 10.6> 10.5»
Price / 2015E Economic Net Incor 8.9x 9.7x 9.8x
Implied ENI Growth—2012 Adjusted-

2013 (15)% 28% 29%
Implied ENI Growtl—201:-2014 0% (D% (0)%

Q) Excludes any or-time, nor-recurring items
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Stock Price Performanc

Sandler O'Neill reviewed the publicly refga trading prices of KFN's common shares for the-ypear and three-year periods ended
December 12, 2013. Sandler O'Neill then compareddtationship between the movements in the prié¢dd's common shares against the
movements in the prices of the peer groups refeecabove and the S&P 500 Index.

One-Year Comparative Stock Performance

Beginning Value Ending Value

December 12, 2012 December 12, 2013
KEN 10C% 88%
BDC Peer: 10C% 105%
Senior / Floating Fund Pee 10C% 102%
S&P 500 Inde» 100% 124%

Three-Year Comparative Stock Performance

Beginning Value Ending Value

December 12, 201! December 12, 201.
KEN 100% 101%
BDC Peer: 10C% 99%%
Senior / Floating Fund Pee 10C% 89%
S&P 500 Inde» 10(% 14%

Sandler O'Neill reviewed the publicly refeat trading prices of KKR's common units for thegmar and three-year periods ended
December 12, 2013. Sandler O'Neill then compareddtationship between the movements in the prié¢ekdR's common units against the
movements in the prices of the peer group refetabeve and the S&P 500 Index.

One-Year Comparative Stock Performance

Beginning Value Ending Value
December 12, 201, December 12, 201.
KKR 100% 172%
Alternative Asset Manage 10C% 17€%
S&P 500 Inde» 100% 124%

Three-Year Comparative Stock Performance

Beginning Value Ending Value
December 12, 201 December 12, 201
KKR 100% 181%
Alternative Asset Manage 10C% 171%
S&P 500 Inde» 100% 14%%

Research Analyst Estimates and Price Targ

Sandler O'Neill reviewed analyst estimagachings per share, or EPS, for KFN for 2013 arfidi20ong with analyst estimated future
price targets. The mean and median for 2013 and E@S were based on reports from five researclysitsallhe mean and median future
target for KFN were based on reports from five aesle analysts
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Summary of KFN Analyst Estimates

EPS Future Price

2013 2014 Target
Mean $ 127 $ 108 $ 11.7C
Median $ 12 $ 107 $ 12.0C

Sandler O'Neill reviewed analyst estimagednomic net income for KKR for 2013 and 2014 alwiittp analyst estimated future price
targets. The mean and median for 2013 and 2014edomet income were based on reports from twedgearch analysts. The future price
target was based on reports from eleven reseasatiisis: In some cases future price target inforomatras not available.

Summary of KKR Analyst Estimates

Economic Net Income Future Price
2013 2014 Target
Mean $ 2.4€ $ 247 $ 25.91
Median $ 2.4¢ $ 241 $ 26.0(

KFN—Net Present Value Analysis

Sandler O'Neill performed an analysis #stmated the net present value per KFN commoreslvatder various circumstances. Sandler
O'Neill assumed that KFN performed in accordandé ttie publicly available mean analyst estimatadiags per share for the years ending
December 31, 2013 and December 31, 2014 and anag¢stl long-term growth rate of 10% as provided lmamanalyst research estimates for
the years thereafter, and also included annual dizgfend payments, confirmed by senior managermgEKEN.

To approximate the terminal value of KFNtoon shares at December 31, 2017, Sandler O'Npilied dividend yields ranging from
7.0% to 12.0%. The terminal values were then distaito present values using different discourgsraanging from 7.0% to 12.0% chosen to
reflect different assumptions regarding requirddsaf return of holders or prospective buyers BNK common shares.

As illustrated in the following tables, thpalysis indicates an imputed range of valuekpé&t common share of $8.21 to $13.45 when
applying dividend yields to the assumed quarterydénd of $0.22 per KFN common share and $6.241tb. 70 when applying multiples of
tangible book value to the assumed tangible bobtkey&alculated on the basis of analyst projections

Dividend Yields

Discount Rate 7.0% 8.0% 9.0% 10.0% 11.0% 12.0%
7.00% $ 134t $ 1217 $ 1117 $ 1037 $ 9.7z $ 9.1
7.84% $ 13.1¢ $ 1192 $ 109 $ 10.17 $ 9.5 $ 9.0C
8.00% $ 13.12 $ 11.8¢ $ 1097 $ 10.1: $ 9.5C $ 8.97
9.00% $ 1281 $ 116( $ 1066 $ 9.9C $ 9.2¢ $ 8.77
10.00% $ 1251 $ 113 $ 1041 $ 9.6¢ $ 9.0¢ $ 8.5¢
11.00% $ 122: $ 11.07 $ 10.1¢ $ 9.4€¢ $ 8.8t $ 8.3¢
12.00% $ 119/ $ 1082 $ 9.9t $§ 9.2t $ 8.6 $ 8.21
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Tangible Book Value Multiples

Discount Rate 80% 90% 100% 110% 120% 130%

7.00% $ 72C $ 81C $ 9.0C $ 9.9C $ 10.8C $ 11.7¢
7.84% $ 69 ¢ 78 $ 87z % 955 $ 104¢ $ 11.3¢
8.00% $ 69 ¢ 780 $ 867 $ 954 $ 104C $ 11.27
9.00% $ 666 $ 75z $ 83t $ 9.1¢ $ 10.0¢ $ 10.8¢
10.00% $ 644 $ 728 $ 80t $ 88 $ 9.67 $ 10.47
11.00% $ 621 $69¢ ¢ 777 $855 $ 93z $ 10.1C

Sandler O'Neill also considered and disedsgith the KFN transaction committee how this gsialwould be affected by possible char
in the underlying assumptions, including variativith respect to net income and dividends. To ftlate this impact, Sandler O'Neill
performed a sensitivity analysis assuming KFN'sma&ime varied from 25% above analyst projectian23% below analyst projections and
assuming that KFN's quarterly dividends paid vafiech $0.165 per KFN common share to $0.275 per KBMmon share. This sensitivity
analysis resulted in the following range of perrshalues for KFN common shares, using the sanidetid yields of 7.0% to 12.0% and a
discount rate of 7.84%.

Dividend Yields

Annual Variance 7.0% 8.0% 9.0% 10.0% 11.0% 12.0%
-25.00% $ 98 $ 894 $ 821 $§ 76 $ 7.1t $ 6.7F
-20.00% $ 1054 $ 95/ $ 87¢ $ 814 $ 76 $ 7.2
-15.00% $ 11.2C $ 101« $ 931 $ 864 $ 81C $ 7.6t
-10.00% $ 118 $ 107 $ 9.8 $ 9.1t $ 858 $ 8.1C
-5.00% $ 1252 $ 1137 $ 104 $ 96€ $ 9.06 $ 8.5-
0.00% $ 13.1¢ $ 1192 $ 109 $ 1017 $ 95 $ 9.0C
5.00% $ 138/ $ 1252 $ 115 $ 10.6¢ $ 10.01 $ 9.4t
10.00% $ 14.4¢ $ 1312 $ 12.0¢ $ 11.1¢ $ 104¢ $ 9.9C
15.00% $ 15.1f $ 13.71 $ 125¢ $ 11.7C $ 10.9¢ $ 10.3¢
20.00% $ 1581 $ 1431 $ 131« $ 12.2C $ 114« $ 10.8(
25.00% $ 1647 $ 149C $ 136¢ $ 1271 $ 1191 $ 11.2¢

The following table describes a discoui# @lculation for KFN. The discount rate equatstiisk free rate plus the product of two year
beta and equity risk premium.

Risk Free Rat 2.88%10 Year UST Yielc

Two Year Bete 0.87 Per Bloomberg

Equity Risk Premiun 5.7(%lbbotson 60 year market analy
Discount Rat¢ 7.84%

During the December 13, 2013 meeting ofdk&l transaction committee, Sandler O'Neill noteat the net present value analysis is a
widely used valuation methodology, but the resoftsuch methodology are highly dependent upon tlreerous assumptions that must be
made, and the results thereof are not necessadiyative of actual values or future results.

KKR—Net Present Value Analysis

Sandler O'Neill also performed an analjisé estimated the net present value per KKR comamitrunder various circumstances. Sar
O'Neill assumed that KKR performed in accordandd wublicly available mean analyst estimated ecaonarat income per unit for the years
ending December 31, 2013, December 31, 2014 andrbleer 31, 2015 and an estimated long-term earnings
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growth rate of 6.9% as provided by mean analysteses for the years thereafter, and also includedn analyst estimates with respect to
annual distributions / unit.

To approximate the terminal value of KKRronon units at December 31, 2017, Sandler O'Negliep economic net income multiples
ranging from 8.0x to 13.0x, which Sandler O'Neétermined to be a standard deviation both up amdhduith the calculated discount rate at
the mid-point of that range. The terminal valuesermben discounted to present values using diffediescount rates ranging from 8.0% to
13.0%, which Sandler O'Neill determined to be adéad deviation both up and down with the calcaatiscount rate at the mid-point of that
range, and were chosen to reflect different assiomptegarding required rates of return of holagrgrospective buyers of KKR's common
units.

As illustrated in the following tables, thpalysis indicates an imputed range of valueKpd& common unit of $22.41 to $37.61 when
applying economic net income multiples to applieadnhalyst projections for KKR.

Economic Net Income Per Unit Multiples

Discount Rate 8.0x 9.0x 10.0x 11.0x 12.0x 13.0x

8.00% $ 2526 $ 27.7¢ $ 30.21 $ 32.6¢ $ 351« $ 37.61
9.00% $ 246€ $ 27.0¢ $ 29.4¢ $ 31.8¢ $ 34.2t $ 36.6¢
9.94% $ 24.1C $ 26.4¢ $ 28.7¢ $ 31.1z $ 334t $ 35.7¢
10.00% $ 2407 $ 26.4C $ 287« $ 31.07 $ 3341 $ 35.7¢
11.00% $ 2350 $ 25.77 $ 28.0¢ $ 30.31 $ 32.5¢ $ 34.8¢
12.00% $ 229 $ 25.1F $ 27.37 $ 295t $ 31.7¢ $ 34.0(
13.00% $ 2241 $ 245¢ $ 26.7: $ 28.87 $ 31.02 $ 33.1¢

Sandler O'Neill also considered and disedsgith the transaction committee how this analysisld be affected by possible changes in
the underlying assumptions, including variationthwespect to net income. To illustrate this imp&endler O'Neill performed a sensitivity
analysis assuming KKR's economic net income artdlgigions / unit varied from 25% above analystjpctions to 25% below analyst
projections. This sensitivity analysis resultedha following range of per unit values for KKR communits, using the same price to earnings
multiples of 8.0x to 13.0x and a discount rate .849¢:

Economic Net Income Multiples

Annual Variance 8.0x 9.0x 10.0x 11.0x 12.0x 13.0x

-25.00% $ 18.0¢ $ 19.8: $ 215t $ 23.3¢ $ 25.0¢ $ 26.8¢
-20.00% $ 19.2¢ $ 21.1f $ 23.0: $ 24.8¢ $ 26.7¢ $ 28.6:
-15.00% $ 204¢ $ 2247 $ 24.4€ $ 26.45 $ 28.4¢ $ 30.4-
-10.00% $ 21.6¢ $ 23.8( $ 259 $ 28.0C $ 30.11 $ 32.27
-5.00% $ 2290 $ 2512 $ 27.3¢ $ 29.5¢ $ 31.7¢ $ 34.0(
0.00% $ 24.1C $ 26.4¢ $ 28.7¢ $ 31.1z $ 334t $ 35.7¢
5.00% $ 2531 $ 27.7¢ $ 30.2: $ 32.61 $ 35.1¢ $ 37.5¢
10.00% $ 2651 $ 29.0¢ $ 31.66 $ 34.2: $ 36.8( $ 39.37
15.00% $ 2772 $ 3041 $ 33.0¢ $ 35.7¢ $ 3847 $ 41.1¢
20.00% $ 2892 $ 31.77 $ 3457 $ 37.3¢ $ 40.1F $ 42.9¢
25.00% $ 3015 $ 33.08 $ 3597 $ 389 $ 41.82 $ 44.7¢
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The following table describes a discouie @alculation for KKR. The discount rate equaks tisk free rate plus the product of two year
beta and equity risk premium.

Risk Free Rat 2.88%10 Year UST Yielc

Two Year Bete 1.24 Per Bloomber

Equity Risk Premiun 5.7(%lbbotson 60 year market analy
Discount Rate 9.94%

At the December 13, 2013 meeting of thedaation committee, Sandler O'Neill noted thatrtbepresent value analysis is a widely used
valuation methodology, but the results of such méttogy are highly dependent upon the numeroushgssons that must be made, and the
results thereof are not necessarily indicativeadiia values or future results.

Analysis of Selected Merger Transactio

Sandler O'Neill reviewed two groups of cargble mergers and acquisitions. The first groupsisted of mergers and acquisitions of
companies that were considered vehicles that walders of financial assets and were managed byhanparty. The second group consiste
mergers and acquisitions of companies in the fiiduservices industry where the buyer and the téngd commercial relationships similar to
those between KFN and KKR. In each group, these wes only transactions meeting the criteria dbscriabove and no transactions were
excluded from either of the comparable merger angligition groups.

The first group of mergers and acquisitiorduded eleven transactions announced betweeradaf0, 2011 and October 22, 2013
selected based on Sandler O'Neill's professiod@ment and experience. The group was composea dbllowing transactions:

Buyer/Targe

American Realty Capital Properties, Inc. / Cole IRestate Investments, Inc.
Parkway Properties, Inc. / Thomas Properties Grbup,
Mid-America Apartment Communities, Inc. / Colonixoperties Trust
American Realty Capital Properties, Inc. / CapLe&se

Annaly Capital Management, Inc. / CreXus Investn@ortp.

Realty Income Corporation / American Realty Capitalst, Inc.
HarbourVest Partners / Conversus Capital

Ventas, Inc. / Cogdell Spencer Inc.

HarbourVest Partners / Absolute Private Equity

Ventas, Inc. / Nationwide Health Properties, Inc.

AMB Property Corporation / ProLogis

The second group of mergers and acquisitiocluded seven transactions announced betweeanlmer 20, 2006 and November 12, 2
selected based on Sandler O'Neill's professiogment and experience. In order to achieve a seffiacumber of representative transactions
deemed adequate by Sandler O'Neill, Sandler O'Bgilanded the range of dates used in selectingeitend group as compared to that used |
selecting the first group. The group was compogeteofollowing transactions:

Buyer/Targe

Annaly Capital Management, Inc. / CreXus Investn@ortp.
Leucadia National Corp. / Jefferies Group, Inc.
Sovereign Bancorp, Inc. / Banco Santander SA
UnionBanCal Corp. / Bank of Tokyo-Mitsubishi UF Lt
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Nationwide Financial Services, Inc. / Nationwide tMal Insurance Co.
Alfa Corp. / Alfa Mutual
TD Banknorth, Inc. / Toronto-Dominion Bank

Sandler O'Neill then reviewed the followimyiltiples for each of the transactions: transacgioce to book value and transaction price to
target company's stock price days before transaetimouncement. As illustrated in the followingléatsandler O'Neill compared the propo
merger multiples to the median multiples of the pamable transactions.

First Second
Group Group
KKR / Transaction Transaction
KEN Medians Medians
Transaction Value / Book Value Per She 11<% 102% NM
Premium to KFN Stock Price (Dec. 12, 201 34.€% 8.4% 23.7%

Pro Forma Results

Sandler O'Neill analyzed certain potential forma effects of the merger, assuming the ¥alg: (i) the merger closes on January 1,
2014; (ii) per share merger consideration valugl#.37, based on KKR's closing unit price on Decamnil2, 2013 of $24.25; (iii) KKR is able
to achieve cost savings of approximately $4.5 omlland such savings are 100% realized in 2014KN's performance is consistent with
publicly available mean analyst estimated earnpegsshare for the year ending December 31, 2014armdtimated long-term growth rate of
10% for the years thereafter; (v) KKR's performaisceonsistent with publicly available mean anag@nomic net income estimates for the
years ending December 31, 2014 and December 35,&8d an estimated lo-term growth rate of 6.9% for the years thereaftbe analyses
indicated that (i) for the year ending December28l,4, the merger (excluding transaction expenges)d be dilutive to KKR's projected
economic net income per unit, (ii) for the yeariagdDecember 31, 2015, the merger would be aca&d¢tiKKR's projected distributable
earnings, and (iii) as of September 30, 2013, thagar would be accretive to KKR's book value pét. Orhe actual results achieved by the
combined company, however, may vary from projecésalts and the variations may be material.

The table below shows Sandler O'Neill'gguoted accretion/dilution percentages for both Kd KKR as of closing and for each of the
years 201-2015.

Year Ending Year Ending

Closing 12/31/2014 12/31/2015

KKR Economic Net Income Accretion / (Dilution)—

excluding transaction expens (1.9% (1.9%
KFN EPS Accretion / (Dilution)—excluding transactio

expenses (assumes 100% stock alloca 17.7% 17.5%
KKR Total Distributable Earnings Accretion / (Dilah)—

excluding transaction expens 1.C% 0.8%
KKR Distributions / Unit Accretion / (Dilution 6.%% 6.7%
KFN Income Distribution Accretion / (Dilutior (15.)% (6.0%
KKR BVPS Accretion / (Dilution 17.5%
KFN BVPS Accretion / (Dilution (42.)%

Preliminary Presentations by Sandler O'Ne

In addition to its December 13, 2013 fagmepinion presentation described above, SandigilDalso made preliminary written
presentations to the transaction committee of thl Koard of
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directors on the following dates, which are refér®@in this proxy statement/prospectus as thempimhry Sandler presentations:

. November 6, 2013
. November 12, 2013
. November 21, 2013
. November 24, 2013
. November 27, 2013
. December 6, 2013

. December 10, 2013

The preliminary Sandler presentations csiadi of various summary data and analyses that&aniNeill utilized in formulating its
preliminary perspective on the merger, were focusion purposes only, and did not present anynigsdor make any recommendations or
constitute an opinion of Sandler O'Neill with resp the fairness of the merger consideration. Jiieéiminary Sandler presentations conta
substantially similar analyses, based upon disemlioash flow analyses, multiples paid in comparahlgsactions, trading multiples of
comparable companies, premiums paid analysesjstwibal stock price performance of KFN, and asgfyrice targets and EPS estimates
(together, referred to in this proxy statement/peasus as the Sandler valuation analyses), alestfy) refinement and updates in the final
presentation made by Sandler O'Neill. The prelimjir@andler presentations also contained analys&ahbgler O'Neill relating to the impact
that proposed changes to the merger consideratatdvihave on KFN common shareholders.

The November 6, 2013 preliminary Sandl@spntation contained an overview of the proposedtstre and terms of the merger,
preliminary Sandler valuation analyses, a summaayais of the proposed merger consideration, @wewf the financial terms in selected
previous business combinations, and analyst esihfature earnings per share, price targets armeendations for KFN.

The November 12, 2013 preliminary Sandtespntation contained updated Sandler valuatiolyses an update on the value of the
proposed merger consideration and the resultingjéchpremiums, an accretion/dilution analysis of Kldnd case studies of prior selected
business combinations.

The November 21, 2013 preliminary Sandtespntation contained updated Sandler valuatiolysemreflecting the revised proposed
merger consideration and a summary descriptioraafir O'Neill's meeting with KKR and its financadvisor regarding KKR's stated
rationale for the transaction.

The November 24, 2013 preliminary Sandtespntation included a summary of the rationaleetexpressed to KKR and its financial
advisor by representatives of Sandler O'Neill foirecrease in the value of the proposed mergerideraion, and was also provided to
representatives of KKR.

The November 27, 2013 preliminary Sandtespntation contained updated Sandler valuatiolysemreflecting the revised proposed
merger consideration.

The December 6, 2013 preliminary Sandlesgntations contained a pro forma trading anatfsfKR, a summary of Sandler O'Neill's
equity research coverage of KKR and of KKR's platfpmanaged assets and financial and stock priderpeance, and Sandler O'Neill's
equity research analyst's views on the potentiabare
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The December 10, 2013 preliminary Sandtesgntation contained updated Sandler valuatiolysemreflecting the revised proposed
merger consideration.

The procedures followed by Sandler O'Neilpreparing the material analyses in the prelimjirandler presentations were substantially
similar to the procedures used by Sandler O'Neifirepare the corresponding analyses in its Decefrihe2013 fairness opinion presentation.
Copies of these written materials have been filedxhibits to the Schedule 13E-3 filed with the SEConnection with the merger and will be
made available for inspection and copying at theggal offices of KFN during its regular busindssurs by any interested holder of KFN
common shares. Copies may be obtained by requebtngin writing from KFN at the address providadhe section titled "Where You Can
Find More Information" beginning on page 221 okthroxy statement/prospectus.

Miscellaneous

Sandler O'Neill acted as the financial advito the transaction committee in connection wWithmerger and will receive a fee of
approximately $17,000,000 in connection with thegee, of which $500,000 was received upon execuifdhe engagement letter, $1,000,
was received upon delivery of the fairness opin&590,000 will be paid on the date on which KFNtfimails the proxy statement included in
this proxy statement/prospectus to KFN shareho)derd approximately $15,000,000 of which is corgimtgon the consummation of the
merger. KFN has also agreed to reimburse SandMgilDs reasonable out-of-pocket expenses incumambnnection with its engagement and
to indemnify Sandler O'Neill and its affiliates atteir respective partners, directors, officersplyee and agents against certain expenses a
liabilities, including liabilities under the sectieis laws.

In the ordinary course of its respectiveker and dealer businesses, Sandler O'Neill maghpge securities from and sell securities to
KFN and KKR and their respective affiliates. SandéNeill may also actively trade the debt andfpuity securities of KFN or KKR or their
respective affiliates for their own accounts andtfie accounts of their customers and, accordingly at any time hold a long or short posit
in such securities. Sandler O'Neill has provideaggtment banking services to, and received feesuth services from, KFN, most recently, in
connection with KFN's purchase of debt securitie®010. Within the past two years, other thanats as financial advisor to the transaction
committee of the KFN board of directors in connattivith the merger, Sandler has not provided amyices to KFN or any of KFN's
subsidiaries. In addition, within the past two yw&andler O'Neill has also not provided any ses/io KKR or, to Sandler O'Neill's
knowledge, any portfolio company of KKR.

Purpose and Reasons of the KKR Participants for thiMerger

KKR, Fund Holdings, Merger Sub, KKR Groupl#ings L.P., KKR Fund Holdings GP Limited, KKR Gno Limited and KKR
Management LLC, which are referred to collectivielyhis proxy statement/prospectus as the KKR &pgits, are making the statements
included in this section solely for the purposeamplying with the disclosure requirements of Rl8e-3 and related rules under the Exchang
Act. However, the making of such statements isamoadmission by the KKR Participants that KFN isricolled” by KKR or any affiliate of
KKR such that KFN should be deemed to be an "aféli for purposes of Rule 13e-3 in connection wh#hmerger.

Fund Holdings is the sole member of Meigeb, KKR Group Holdings L.P. and KKR Fund Holdir@B Limited are the general partners
of Fund Holdings, KKR Group Holdings L.P. is thdesshareholder of KKR Fund Holdings GP Limited, KKRRoup Limited is the general
partner of KKR Group Holdings L.P., KKR is the saleareholder of KKR Group Limited and KKR ManagemdrC is the general partner of
KKR.

For the KKR Participants, the purpose efterger is to enable Fund Holdings to acquirefathe outstanding KFN common shares and
as a result, for Fund Holdings and its indirect evsn
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including KKR, to bear the rewards and risk of soemership of KFN common shares after such KFN comshares cease to be publicly
traded.

The KKR Participants believe that the temti®n structure of the merger is preferable t@p#tructures because it will enable Fund
Holdings to acquire all of the outstanding KFN coamshares at one time, while allowing the unat@thKFN common shareholders to
participate and share in the potential future psadf KKR, including future profits related to Kkdindirect ownership interest in KFN's assets

The KKR Participants' reasons for enteiirig the merger at this time include that KKR isitioually exploring potential transactions that
would enhance unitholder value relative to theustauo and that:

. KKR believes KFN is a specialty finance businegth a complementary and known portfolio of assetd an attractive capital
structure;
. KKR expects to acquire additional balance shedéegoasupport its growth initiatives, including (the further build-out of

KKR's investment management strategies, (2) inetagposure to capital market transactions that ISE&Rces, (3) the
accelerated growth of KKR's new businesses, anth@&pursuit of inorganic growth opportunities; and

. KKR believes that the merger would (1) acceketeKR's balance sheet objectives, including thediication of KKR's
balance sheet holdings in addition to increasimjy fiquidity and yield, (2) increase the size aadurring component of KKR's
distribution to KKR common unitholders, and (3) atwe minimal integration risk, because KFN's asaetsalready managed by
KKR.

In addition, KKR's desire to acquire adtfitil balance sheet scale and to diversify its loalaheet holdings, along with the other goals
noted above, is more readily achievable at thig tijiven the market's current valuation of KKR'sspre and potential future earnings streams

Opinion of the Financial Advisor to KKR

Goldman Sachs rendered its opinion to theed of directors of KKR Management LLC, whichédarred to in this proxy
statement/prospectus as KKR's managing partner.abaf December 16, 2013 and based upon andcstibjthe factors and assumptions set
forth therein, the exchange ratio pursuant to tieeger agreement was fair from a financial pointiefv to KKR.

The full text of the written opinion of Goldman Sads, dated December 16, 2013, which sets forth assptions made, procedures
followed, matters considered and limitations on theeview undertaken in connection with the opinionjs attached as Annex C to this
proxy statement/prospectus. Goldman Sachs provideits opinion for the information and assistance offie board of directors of KKR's
managing partner in connection with its consideratn of the transaction.

In connection with rendering the opiniorsclébed above and performing its related finanarallyses, Goldman Sachs reviewed, among
other things:

. the merger agreement;

. KKR's Registration Statement on Form S-1, including prospectus contained therein dated Septenh@010 relating to the
initial public offering of KKR common units;

. annual reports to unitholders or shareholdeds/amual Reports on Form 10-K of KKR for the thggars ended December 31,
2012 and of KFN for the five years ended Decemlie2812;
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. certain interim reports to unitholders or sharebodcand Quarterly Reports on Form 10-Q of KKR afNK

. certain other communications from KKR and KFN teitlrespective unitholders or shareholders;

. certain publicly available research analyst repfmtsKKR and KFN;

. certain financial analyses and forecasts for KF&ppred by its management;

. certain internal financial analysis and forecast3dKR prepared by its management for the fourtartgr of 2013, certain

financial analyses and forecasts for KKR prepanedelearch analysts and certain financial analgaddorecasts for KFN
prepared by the management of KKR, in each casap@®ved for Goldman Sachs' use by KKR, whichreferred to in this
proxy statement/prospectus as the Forecasts; and

. certain cost savings and operating synergies pegday the management of KKR to result from thegeation, as approved for
Goldman Sachs' use by KKR, which are referred thigmproxy statement/prospectus as the Synergies.

Goldman Sachs also held discussions withnpees of the senior managements of KKR and KFNroigg their assessment of the
strategic rationale for, and the potential benefitghe transaction and the past and current basioperations, financial condition, and future
prospects of their respective companies; revieleddported price and trading activity for KKR coomunits and KFN common shares;
compared certain financial and stock market infaiomefor KKR and KFN with similar information forestain other companies the securities
of which are publicly traded; reviewed the finah¢&ams of certain recent business combinatiorteénpermanent capital industry and in other
industries; and performed such other studies antyses, and considered such other factors, agihee appropriate.

For purposes of rendering the opinion dbsdrabove, Goldman Sachs, with KKR's consengdalipon and assumed the accuracy and
completeness of all of the financial, legal, retprg, tax, accounting and other information prodde, discussed with or reviewed by,
Goldman Sachs, without assuming any responsilidityndependent verification thereof. In that refja&oldman Sachs assumed with KKR's
consent that the Forecasts and the Synergiesasenable and reflect the best currently availasiienates and judgments of the management
of KKR. Goldman Sachs did not make an independesiuation (except for certain valuations of the Cas3ets of KFN) or appraisal of the
assets and liabilities (including any contingemt;ihative or other off-balance-sheet assets aidlitias) of KKR or KFN or any of their
respective subsidiaries and Goldman Sachs wasinushied with any such evaluation or appraisald@ain Sachs assumed that all
governmental, regulatory or other consents andosaiis necessary for the consummation of the traiesawill be obtained without any
adverse effect on KKR or KFN or on the expectedefienof the transaction in any way meaningfultsoanalysis. Goldman Sachs has also
assumed that the transaction will be consummateatieterms set forth in the merger agreement, witlite waiver or modification of any te
or condition the effect of which would be in anyywaeaningful to its analysis.

Goldman Sachs' opinion does not addressrttlerlying business decision of KKR to engagéattansaction or the relative merits of the
transaction as compared to any strategic alterativat may be available to KKR; nor does it adtleasy legal, regulatory, tax or accounting
matters. Goldman Sachs' opinion addresses onffaiitmess from a financial point of view, as of ttete of the opinion, of the exchange ratio
pursuant to the merger agreement. Goldman Sacingdomloes not express any view on, and does raread, any other term or aspect of the
merger agreement or the transaction or any teraspect of any other agreement or instrument conteatpby the merger agreement or
entered into or amended in connection with thestation, including, without limitation, the fairreesf the transaction to, or any consideration
received in connection therewith by, the holderamf class
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of securities, creditors, or other constituencie§kOR; nor as to the fairness of the amount or ratf any compensation to be paid or payable
to any of the officers, directors or employees &RKor KFN, or any class of such persons, in coninaatith the transaction, whether relative
to the exchange ratio pursuant to the merger agreean otherwise. Goldman Sachs does not exprgssmnion as to the prices at which K]
common units will trade at any time or as to thpaat of the transaction on the solvency or viapiit KKR or KFN or the ability of KKR or
KFN to pay its obligations when they come due. G@d Sachs' opinion was necessarily based on econoronetary market and other
conditions, as in effect on, and the informatiordmavailable to it as of the date of the opiniod @woldman Sachs assumed no responsibility
for updating, revising or reaffirming its opinioaded on circumstances, developments or eventsroagafter the date of its opinion. Goldrr
Sachs' advisory services and its opinion were piexvfor the information and assistance of the boadirectors of KKR's managing partner
connection with its consideration of the transatti®@oldman Sachs' opinion was approved by a fasrnemmittee of Goldman Sachs.

The following is a summary of the matefinhncial analyses delivered by Goldman Sachseadtiard of directors of KKR's managing
partner in connection with rendering the opiniosatéed above. The following summary, however, doggurport to be a complete
description of the financial analyses performed3mydman Sachs, nor does the order of analysesidedaepresent relative importance or
weight given to those analyses by Goldman SachweeSxi the summaries of the financial analyses dtelimformation presented in tabular
format. The tables must be read together with uleext of each summary and are alone not a camplescription of Goldman Sachs'
financial analyses. Except as otherwise notedfdat@ving quantitative information, to the extehgt it is based on market data, is based on
market data as it existed on or before Decembe20B3 (the last trading day prior to the date efrierger agreement), and is not necessarily
indicative of current market conditions.

Stanc-alone Financial Analysis of KFN
Historical Stock Trading Analys

Goldman Sachs reviewed the historical trgdiirices and volumes for KFN common shares fofitteeyear period ended December 13,
2013. Goldman Sachs also reviewed the historital cd the daily closing market price of KFN commesimares to the daily closing market
price of KKR common units for the three-year peraaled December 13, 2013 and the historical rédtibeodaily closing market price of KFN
common shares to the book value per KFN commoredbathe five-year period ended December 13, 2013.

Goldman Sachs analyzed the $12.74 impladevof the consideration, based on the closingetarice of KKR common units as of
December 13, 2013, to be paid per KFN common gharsuant to the merger agreement in relation tatieent (last trading day prior to the
announcement of the merger), 20 trading day volumeighted average, 30 trading day average and 5R high closing market prices of KFN
common shares.

This analysis indicated that the $12.74lietpvalue of the consideration to be paid per Kf&ixnmon share pursuant to the merger
agreement represented:

. a premium of 33.7% to the closing market price 8\Kcommon shares on December 13, 2013;

. a premium of 34.3% to the volume weighted averdgsirng market price of KFN common shares over thérading day period
ended December 13, 2013;

. a premium of 33.9% to the average closing markeemf KFN common shares over the 30 trading daijoge=nded
December 13, 2013; and
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. a premium of 9.6% to the high closing market pa€&FN common shares over the 52 week period eifsmber 13, 2013.
Selected Companies Analysis

Goldman Sachs reviewed and compared cditaincial and stock market information, ratios gmdblic market multiples for KFN to
corresponding financial and stock market informati@tios and public market multiples for the faliag publicly traded externally managed
business development companies, which are refésragdthis proxy statement/prospectus as the KHbcsed companies:

. Ares Capital Corporation

. Prospect Capital Corporation
. Apollo Investment Corporation
. Fifth Street Finance Corp.

. Solar Capital Ltd.
. PennantPark Investment Corporation

. Golub Capital BDC, Inc.

. Blackrock Kelso Capital Corporation
. New Mountain Finance Corporation
. Medley Capital Corporation

. THL Credit, Inc.

. TICC Capital Corp.

. MVC Capital, Inc.

. Fidus Investment Corporation

. GSV Capital Corp.

. Solar Senior Capital Ltd.

. PennantPark Floating Rate Capital Ltd.

. Gladstone Investment Corporation

. Gladstone Capital Corporation

. Stellus Capital Investment Corporation

. NGP Capital Resources Company

. Horizon Technology Finance Corporation

Although none of the KFN selected compaigakirectly comparable to KFN, the companies ideldi were chosen because they are
publicly traded companies with operations thatforposes of analysis may be considered similaettain operations of KFN.

The financial and stock market informaticatjos and public market multiples for KFN and KN selected companies were based on
information Goldman Sachs obtained from publiclgitable historical data and Institutional Brokdfstimate System, or "IBES," estimates.
The multiples and ratios were calculated usingggy@icable closing market prices as of Decembe@33. The multiples and ratios of KFN
and each of the KFN selected companies were bas#teanost recent
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publicly available information. With respect to KFxd the KFN selected companies, Goldman Sachslatdd:

. the closing market price as a percentage of thie tiigsing market price over the 52 week period dridecember 13, 2013;
. the ratio of the closing market price to the boakue per share as of the latest fiscal quarter; and
. the annualized dividend yield.

The results of these analyses are sumntbaizéollows:

Median of KFN

Selected
Companies KEN
% of 52 week higl 93.1% 79.%
Price / Book Valug 1.02>» 0.91»
Annualized Dividend Yielc 9.2% 9.2%

lllustrative Dividend Discount Analys

Goldman Sachs performed an illustrativeddimd discount analysis on KFN on a stand-aloneshesing KFN's projected dividends set
forth in the Forecasts to calculate a range of imtipvalues per KFN common share. Goldman Sachslegdd illustrative terminal values for
KFN in the year 2018 by applying illustrative prittebook value multiples ranging from 0.80x to x26 KFN's projected book value in the
year 2018 per the Forecasts. These illustrativee-to-book multiples were derived by Goldman Sacliiing its professional judgment and
experience, taking into account current and histébitrading data and the current price-to-book iplgltfor KFN and the KFN selected
companies. Goldman Sachs then discounted KFNmma&®til dividends for the fourth quarter of 2013 aadh of the calendar years 2014
through 2018 and illustrative terminal values towdeillustrative present values of equity as opeenber 30, 2013 by assuming mid-year
convention. Goldman Sachs used a range of discateg from 8.0% to 11.0%, representing estimatéd=df's cost of equity. Goldman Sachs
then divided such illustrative present values l®ynimber of KFN common shares on a fully dilutesidbas of September 30, 2013 to calct
the illustrative per-share equity values. This leslin a range of implied values of KFN commonrsisarom $9.13 to $13.74 per share.

Stanc-alone Financial Analysis of KKR
lllustrative Dividend Discount Analys

Goldman Sachs performed an illustratived#imd discount analysis on KKR on a stand-alonéshesng KKR's projected after-tax
distributed earnings set forth in the Forecastsatoulate a range of implied values per KKR commnit. Goldman Sachs also calculated
illustrative terminal values for KKR in the year®by applying illustrative last-twelveonths distributed earnings exit multiples randiogn
16.0x to 22.0x to KKR's projected last-twelve-manthistributed earnings in the year 2015 per thedasts. These illustrative last-twelve-
months distributed earnings exit multiples werewaat by Goldman Sachs utilizing its professionalgment and experience, taking into
account current and historical trading data andabietwelve-months distributed earnings multiple KKR and selected companies which
exhibited similar business characteristics to KKihijch are referred to in this proxy statement/pextus as the KKR selected companies.
Goldman Sachs then discounted KKR's estimated-tttedistributed earnings from the fourth quarte2@13 and each of the calendar years
2014 and 2015 and illustrative terminal valuedltsirative present values of equity as of Septar80g2013 by assuming mid-year
convention. Goldman Sachs used a range of discateg from 11.5% to 13.0% representing estimat&Kadt's cost of equity. Goldman Sachs
then divided such
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illustrative present values of equity by the numiieKKR common units on a fully diluted basis asSefptember 30, 2013 to calculate the
illustrative per-share equity values. This resulted range of implied equity values of KKR commuanits from $21.02 to $28.65 per unit.

lllustrative Sur-of-the-Parts Analysis

Goldman Sachs performed an illustrative -sifisthe-parts analysis to calculate a range o$iltative equity values of KKR on a stand-
alone basis by adding illustrative values of (1)RK&book value (for purposes of this section of fhrioxy statement/prospectus, such term is ¢
defined in the 10-Q for the most recent fiscal tprgprior to announcement of the transaction, wihlifters from KKR's total partners' capital
used elsewhere in this proxy statement/prospectezs GAAP basis primarily as a result of the exdnsif ownership interests attributable to
KKR Holdings), (2) KKR's future fee-related earnsnand (3) KKR's future net carried interest. GoldrBachs calculated the illustrative value
of KKR's book value by applying a book value mudipf 1.0x to KKR's book value as of September281,3. Goldman Sachs calculated
illustrative values of KKR's future fee-related miags by applying illustrative fee-related earningsltiples ranging from 15.0x to 17.0x to
KKR's projected after-tax fee-related earningstifieryear 2014 per the Forecasts. Goldman Sachdat@d illustrative values of KKR's future
net carried interest by applying illustrative natreed interest multiples ranging from 5.0x to 9tOXKKR's projected after-tax net carried
interest for the year 2014 per the Forecasts. Ilusrative book value multiple, fee-related eagsimultiples and net carried interest multiples
were derived by Goldman Sachs utilizing its proif@sal judgment and experience, taking into accauntent and historical trading data and
Wall Street analysts' estimates of book multiples;related earnings multiples and net carried-éstemultiples, respectively, for the year 201/
for KKR and the KKR selected companies. This resllh a range of implied values of KKR common ufriten $22.65 to $27.72 per unit.

Pro Forma Financial Analysis of the Combined Compg

Contribution Analysis

Goldman Sachs calculated the illustratinefprma relative contributions of KKR and KFN feetcombined company with respect to
certain financial metrics using the Forecasts flRkand KFN for 2014 and 2015. Associated pro foagaity ownership was derived from the
relative contributions based on the total numba{lR common units and KKR Group Partnership uniisstanding on a fully diluted basis as
of September 30, 2013 and KKR common units to &ieeid in connection with the merger based on KFNnsomshares outstanding on a fully
diluted basis as of September 30,
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2013, and the exchange ratio of 0.51 KKR commotsiufor each KFN common share. The following taletes $orth the results of this analys
Pro Forma Contribution Analysis

(% in millions)
Income Statement (After-tax)

KKR KEN
$ % $ % Total
2014
Fee Related Earning $ 35¢ 100.% $ O 0.C% $ 35¢
Incentive Earning 72&¢  100.C 0 0.C 72¢
Investment Earning 69¢€ 76.C 22C  24.C 91¢€
Economic Net Incom $ 1,782 89.(% $ 22C 11.(% $ 2,00
Distributed Earning $ 944 85.6% $ 15¢ 14.4% $ 1,10
2015
Fee Related Earning $ 40z 1000 $ O 0.C% $ 40z
Incentive Earning 84z 100.( 0 0.C 842
Investment Earning 747 74.¢ 25z 25.2 99¢
Economic Net Incom $ 1,99( 88.8% $ 25z 11.2% $ 2,24:
Distributed Earning $ 1,07 85.1% $ 18t 14.9% $ 1,26(
Balance Sheet
KKR KEN
$ % $ % Total
30-Sef-2013
Book Value $ 7,206 T77.2% $ 2,13: 22.&% $ 9,341
KKR Common KFN Common
Unitholders Shareholders
Pro Forma Ownership (in millions) % (in millions) % Total
30-Sef-2013
Common Units/Shares
Outstanding 715.¢ 87.2% 105.1 12.&% 820.¢

Accretion/(Dilution) Analysi:

Goldman Sachs performed an accretion/ditusinalysis of the illustrative pro forma finanadflect of the proposed transaction on KKR's
estimated after-tax distributed earnings usingRbiecasts for KKR and KFN for the years 2014 antb2and taking into account the
Synergies, and assuming a transaction date of DemeB1, 2013 and transaction fees of approxim#&éf/million per KKR management. The
analysis indicated that the transaction would tevaccretive illustrative pro forma financial effea the after-tax distributed earnings of KKR
for the years 2014 and 2015 in the amounts of $(@A7.8%) and $0.11 (or 7.6%), respectively.

lllustrative Sur-of-the-Parts Analysis

Goldman Sachs performed a sum-of-the-@arddysis to calculate a range of illustrative eguilues of the combined company on a pro
forma basis, based upon the Forecasts and Synebgiaslding illustrative values of (1) the combireeanpany's book value, (2) the combined
company's
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future fee-related earnings and (3) the combinexdpamy's future net carried interest. Goldman Saalmulated the illustrative value of the
combined company's book value by applying a bodkevmultiple of 1.0x to the combined company's bwakie as of September 30, 2013.
Goldman Sachs calculated illustrative values ofcitrabined company's future fee-related earningsgpyying illustrative fee-related earnings
multiples ranging from 15.0x to 17.0x to the congalrcompany's projected after-tax fee-related egsior the year 2014 per the Forecasts,
taking into account the Synergies. Goldman Saclusiledied illustrative values of the combined comypsifuture net carried interest by
applying illustrative net carried interest multipleanging from 5.0x to 9.0x to the combined comfmpyojected aftetax net carried interest f
the year 2014 per the Forecasts, taking into addberSynergies. The illustrative book value midtjpllustrative feerelated earnings multipli
and illustrative net carried interest multiples floe combined company were derived by Goldman Saiiliwng its professional judgment and
experience, taking into account current and histébtrading data and Wall Street analysts' estimatdook value multiples, fee-related
earnings multiples and net carried interest mdsgbr the year 2014 for KKR and the KKR selecteohpanies. This resulted in a range of
implied values of common units of the combined campfrom $21.68 to $26.01 per unit.

Analysis at Various Price

Based on the Forecasts for KKR and KFNytears 2014 and 2015, the Synergies, and atralive range of pro forma prices for
common units of the combined company ranging fr@2.80 per share to $28.00 per share, Goldman Sadtidated (i) the implied 2014E
and 2015E after-tax economic net income multipksebleon projected pro forma after-tax economic medrne for the combined company for
2014 and 2015, respectively, and (ii) the impli®@d£E and 2015E after-tax distributed earnings mlelfbased on projected pro forma after-ta
distributed earnings for the combined company fit2and 2015, respectively. The following tables getth the results of this analysis:

Pro Forma Analysis at Various Prices
($ millions, except per share data)

Pro forma KKR common unit pric  $ 22.0C $ 24.0C $ 26.0C $ 28.0(
Premium to current unit price

($24.98) (11.9% (3.9% 4.1% 12.1%
Pro Forma

Accretion / (Dilution) KKR Metric
After-tax economic net incom

(%)
2014E $ 2.43 9.1x 9.9x 10.7» 11.5»
2015E 2.6¢& 8.2 9.C 9.7 10.4
After-tax distributed earnings

(%)
2014E $ 1.4€¢ 151 164 17.8 19.2»
2015E $ 1.65 13.t 14.7 15.¢ 17.1

lllustrative Dividend Discount Analys

Goldman Sachs performed an illustrativedgimd discount analysis of the combined compang pro forma basis using KKR's projected
after-tax distributed earnings and KFN's projea®&idends set forth in the Forecasts and taking &tcount the Synergies to calculate a range
of implied values per common unit of the combinethpany. Goldman Sachs calculated illustrative teainvalues for the combined company
in the year 2015 by applying illustrative last-tweimonths distributed earnings exit multiples raggrom 16.0x to 22.0x to the combined
company's projected last-twelve-months
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distributed earnings in the year 2015 per the Fasisc These illustrative last-twelve-months disitiédol earnings exit multiples were derived by
Goldman Sachs utilizing its professional judgmert experience, taking into account current andhisl trading data and the last-twelve-
months distributed earnings multiple for KKR and KR selected companies. Goldman Sachs then disedthe combined company's
estimated after-tax distributed earnings from theth quarter of 2013 and each of the calendarsy2@t4 and 2015 and illustrative terminal
values to illustrative present values of equityphSeptember 30, 2013 by assuming mid-year conmenGoldman Sachs used a range of
discount rates from 11.5% to 13.0%, representitighages of the combined company's cost of equitid@an Sachs then divided such
illustrative present values of equity by the numisiecommon units of the combined company outstagdim a fully diluted basis as of
September 30, 2013 (based on the total number & E&mmon units and KKR Group Partnership unitstantding on a fully diluted basis as
of September 30, 2013 and KKR common units to feid in connection with the merger based on KFNnaomshares outstanding on a fully
diluted basis as of September 30, 2013, and theaege ratio of 0.51 KKR common units for each KFixhenon share) to calculate the
illustrative per-share equity values. This resulted range of implied equity values of KKR commuarits from $22.46 to $30.70 per unit.

lllustrative Dividend Discour-Based Contribution Analysis

Goldman Sachs then calculated the impliedfgrma ownership of KKR common unitholders in twambined company by comparing
illustrative present values of equity of KFN ontargl-alone basis to illustrative present valuesqufity of the combined company on a pro
forma basis, based on the Forecasts and takingawtount the Synergies. Goldman Sachs performestrditive dividend discount analyses of
KFN and the combined company as described abover rdStand-alone Financial Analysis of KFN—Illugtva Dividend Discount
Analysis" and "—Pro Forma Financial Analysis of thembined Company—Illlustrative Dividend Discountalysis," respectively, except that
Goldman Sachs used a discount rate of 12.4% focdh#ined company and 9.0% for KFN, which represantillustrative cost of equity for
the pro forma combined company and KFN, respegtiv@bldman Sachs then subtracted the illustratresgnt values of equity of KFN on a
standalone basis from the illustrative present valuesaafity of the combined company on a pro formasbtsobtain illustrative present vali
of equity of KKR on a stand-alone basis. This resliln a range of implied pro forma ownership of KkKommon unitholders in the combined
company from 85.5% to 91.8%, as compared to thdéguma ownership of KKR common unitholders in tlerbined company of 87.2%
based on the total number of KKR common units ak@RKsroup Partnership units outstanding on a fuilytdd basis as of September 30,
2013 and KKR common units to be issued in conneactith the merger based on KFN common shares autistg on a fully diluted basis as
of September 30, 2013, and the exchange raticbdf KKR common units for each KFN common share.

Miscellaneous

The preparation of a fairness opinion é@mplex process and is not necessarily susceptilartial analysis or summary description.
Selecting portions of the analyses or of the surgraat forth above, without considering the analysea whole, could create an incomplete
view of the processes underlying Goldman Sachsiapi In arriving at its fairness determination,|@oan Sachs considered the results of all
of its analyses and did not attribute any particulaight to any factor or analysis considered bRRather, Goldman Sachs made its
determination as to fairness on the basis of ifeagnce and professional judgment after considehe results of all of its analyses. No
company or transaction used in the above analysasamparison is directly comparable to KKR or KéiNhe contemplated transaction.

Goldman Sachs prepared these analysesifpoges of Goldman Sachs' providing its opiniothtoboard of directors of KKR's managing
partner as to the fairness from a financial pofntiew of
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the exchange ratio pursuant to the merger agreehtnesie analyses do not purport to be appraisaldatitey necessarily reflect the prices at
which businesses or securities actually may be galdlyses based upon forecasts of future restdteat necessarily indicative of actual fut
results, which may be significantly more or lessofable than suggested by these analyses. Bedsesednalyses are inherently subject to
uncertainty, being based upon numerous factorgemte beyond the control of the parties or thedpeetive advisors, none of KKR, KFN,
Goldman Sachs or any other person assumes respionfifuture results are materially differentdm those forecast.

The exchange ratio was determined througtsaength negotiations between KKR and KFN and eproved by the board of directors
of KKR's managing partner. Goldman Sachs providbdca to KKR during these negotiations. GoldmantSatid not, however, recommend
any specific exchange ratio to KKR or the boardioéctors of KKR's managing partner or that anycffieexchange ratio constituted the only
appropriate exchange ratio for the transaction.

As described above, Goldman Sachs' opituidhe board of directors of KKR's managing partnas one of many factors taken into
consideration by the board of directors of KKR'swaging partner in making its determination to apprthe merger agreement. The foregoing
summary does not purport to be a complete deseniii the analyses performed by Goldman Sachsrinaxtion with its opinion and is
qualified in its entirety by reference to the weittopinion of Goldman Sachs attached as Annexthigroxy statement/prospectus.

Goldman Sachs and its affiliates are eng@g@dvisory, underwriting and financing, prindipavesting, sales and trading, research,
investment management and other financial and m@amdial activities and services for various pessand entities. In the ordinary course of
these activities, Goldman Sachs and its affiliated employees, and funds or other entities in wttiely invest or have other economic inter
or with which they canvest, may at any time purchase, sell, hold oevoihg or short positions and investments in séesriderivatives, loan
commodities, currencies, credit default swaps ahdrdinancial instruments of KKR and its portfoGompanies, KFN and any of their
respective affiliates and third parties, or anyency or commodity that may be involved in the si@tion for the accounts of Goldman Sachs
and its affiliates and employees and their custsm@oldman Sachs acted as financial advisor to KK&nnection with, and participated in
certain of the negotiations leading to, the tratiseacGoldman Sachs expects to receive fees faertgices in connection with the transaction,
all of which are contingent upon consummation eftitansaction, and KKR has agreed to reimburser@aidSachs' expenses arising, and
indemnify Goldman Sachs against certain liabilitleet may arise, out of Goldman Sachs' engager@ahiman Sachs also has provided
certain investment banking services to KKR anaffdiates and portfolio companies from time to érfor which the Investment Banking
Division of Goldman Sachs has received, and magive¢ccompensation, including having acted as joauk-running manager with respect to
a public offering of 30,000,000 shares of commantisof Dollar General Corporation, which is refefrte in this proxy statement/prospectu
Dollar General, a portfolio company of KKR, in JUB@12; as joint bookunning manager with respect to a public offerif@® 000,000 shar
of common stock of Dollar General in September 2@EJoint bookrunning manager with respect to an offering of 6 &&ior notes due 20
(aggregate principal amount $825,000,000) and &é&gtor subordinated notes due 2020 (aggregateipaireamount $800,000,000) of
Biomet, Inc., a portfolio company of KKR, in Septeen 2012; as joint book-running manager with respea public offering of 38,500,000
shares of common stock of Nielsen Holdings N.V.iolvhs referred to in this proxy statement/prospsets Nielsen, a portfolio company of
KKR, in February 2013; as joint book-running manmagith respect to a public offering of 30,000,00@&es of common stock of Dollar
General in March 2013; as joint book-running mamagth respect to a public offering of Dollar Geaks 1.875% senior notes due 2018
(aggregate principal amount $400,000,000) and D@kneral's 3.250% senior notes due 2023 (aggregaigpal amount $900,000,000) in
April 2013; and as joint book-running manager wibpect to a public offering of 35,000,000 shafesommon stock of Nielsen in May 2013.
Goldman
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Sachs may also in the future provide investmenkingrservices to KKR, KFN and their respective laffes and portfolio companies for whi
the Investment Banking Division of Goldman Sachy megeive compensation. During the two year peeinded December 16, 2013, Goldr
Sachs has not been engaged by KFN or its subgditriprovide financial advisory or underwriting\sees for which the Investment Banking
Division of Goldman Sachs has received compensaBofdman Sachs may also in the future providestiaent banking services to KKR,
KFN and their respective affiliates and portfolmngpanies for which the Investment Banking DivisagdrGoldman Sachs may receive
compensation. Affiliates of Goldman Sachs also imaye co-invested with KKR and its affiliates froimé to time and may have invested in
limited partnership units of affiliates of KKR frotime to time and may do so in the future.

The board of directors of KKR's managingiper selected Goldman Sachs as financial advisiiKiR because Goldman Sachs is an
internationally recognized investment banking filmat has substantial experience in transactiongasito the transaction. Pursuant to a letter
agreement dated December 13, 2013, KKR, KKR's magagzartner and Kohlberg Kravis Roberts & Co. leRgaged Goldman Sachs to ac
financial advisor to KKR in connection with the ¢emplated transaction. Pursuant to the terms sfghgagement letter, KKR has agreed to
pay Goldman Sachs a transaction fee of $5 milkdirpf which is payable upon consummation of tlegaction. In addition, KKR has agreed
to reimburse Goldman Sachs for its expenses, imguattorneys' fees and disbursements, and to indgi@oldman Sachs and related person:
against various liabilities, including certain lities under the federal securities laws.

Other Presentations by Goldman Sachs

In addition to the presentation deliveredhe board of directors of KKR's managing paroreDecember 16, 2013, as described above,
Goldman Sachs also delivered presentations todhedtof directors of KKR's managing partner orrenagement of KKR dated as of
October 17, 2013, October 29, 2013, November 6328Bbvember 25, 2013, December 10, 2013 and Deaeb#)@013. Copies of these
presentations have been filed as exhibits to ttred@de 13E-3 filed with the SEC in connection witik transaction and will be made available
for inspection and copying at the principal exesatffices of KKR during its regular business holoysany interested holder of KKR common
units. Copies may be obtained by requesting thewriitmg from KKR at the address provided in thetsmn titled "Where You Can Find More
Information" beginning on page 221 of this proxgtement/prospectus.

None of these presentations by Goldman adbne or together, constitute, or form the bakian opinion of Goldman Sachs with
respect to the exchange ratio pursuant to the maggeement. Information contained in these othesgntations is substantially similar to the
information provided in Goldman Sachs' presentétiotie board of directors of KKR's managing partre December 16, 2013, as described
above. The October 17, 2013 presentation containexhalysis of potential balance sheet adjustmerasget performance analysis, selected
companies analysis, selected transactions anafysischolder analysis and analyses of the pro fanpact of the acquisition on KKR's credit
rating and on various financial metrics. The Octdt® 2013 presentation contained an analysis dRK#ising equity and acquiring assets in
the open market as an alternative to an acquisitidéFN. The November 6, 2013 presentation conthimeliscussion of capital marketdatec
considerations in connection with raising balartuees capital from selected alternative sources.Ntvember 25, 2013 presentation containe
a comparison of the investor bases comprising KRtNKKR and a discussion of possible reactions oflishareholders and KKR common
unitholders to the contemplated transaction. Theeb#er 10, 2013 presentation contained an illug&raensitivity analyses with respect to
value of CLOs and optimal call dates, in each t@s®d on underlying portfolio assumptions.
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The financial analyses and other infornmatiothese presentations were based on marketpegorand other conditions as of their
respective dates as well as other information et available at those times. Accordingly, the ltesaf the financial analyses and other
information differed due to changes in those caodé. Among other things, multiples attributablesédected companies changed as those
companies' stock prices changed, and implied tctiosamultiples changed as KKR's and KFN's finaheaults (as well as the Forecasts)
changed. Finally, Goldman Sachs continued to refav®us aspects of its financial analyses witlpeesto KKR and KFN over time.

Opinion of the Financial Advisor to the Conflicts Committee of KKR's Managing Partner

On December 16, 2013, Lazard rendereddisapinion, subsequently confirmed in writing th@ independent directors constituting the
conflicts committee of the board of directors of R managing partner, that, as of such date, asetbagpon and subject to the assumptions,
procedures, factors, qualifications and limitatises forth therein, the exchange ratio was faimnfia financial point of view, to KKR.

The full text of Lazard's written opinion, dated December 16, 2013, which sets forth the assumptionsaate, procedures followed,
factors considered and qualifications and limitatims on the review undertaken by Lazard in connectiomvith its opinion, is attached to
this proxy statement/prospectus as Annex D and is¢orporated into this proxy statement/prospectus byeference. The description of
Lazard's opinion set forth in this proxy statementprospectus is qualified in its entirety by referene to the full text of Lazard's written
opinion attached as Annex D. You are encouraged tead Lazard's opinion and this section carefully ad in their entirety.

Lazard's opinion was directed solely to the indepedent directors constituting the conflicts committeeof the board of directors of
KKR's managing partner in connection with their evduation of the transactions contemplated by the meayer agreement and only
addressed the fairness, from a financial point ofiew, of the exchange ratio to KKR. Lazard's opinionwas not intended to, and does not
constitute, a recommendation to any shareholder as how such shareholder should vote or act with rgect to the merger or any matte
relating thereto. Lazard's opinion was necessarilypased on economic, monetary, market and other cortibns as in effect on, and the
information made available to it as of, the date oLazard's opinion. Lazard did not express any opiron as to the prices at which KKR
common units or KFN common shares may trade at anffme subsequent to the announcement of the mergdrazard was retained only
to provide its opinion and was not involved in thenegotiation of the terms of the merger. Lazard's omion did not address the relative
merits of the merger as compared to any other trarection or business strategy in which KKR might engge or the merits of the
underlying decision by KKR to engage in the merger.

The following is a summary of Lazard's opinion. Youare encouraged to read Lazard's written opinion ceefully in its entirety.

In connection with its opinion, Lazard:

. reviewed the financial terms and conditions ofriherger agreement;
. reviewed certain publicly available historical messs and financial information relating to KFN aKiR;
. reviewed various financial forecasts and other gat&ided to Lazard by KFN and KKR relating to thésiness of KFN and

certain limited financial forecasts and variousesttiata provided to Lazard by KKR relating to thisibess of KKR and also
reviewed certain publicly available financial foasts relating to the business of KFN and KKR;
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. held discussions with members of the senior managesof KFN and KKR's managing partner with respethe businesses
and prospects of KFN and KKR, respectively, andeneed certain synergies and other benefits antieipby the management
of KKR's managing partner to be realized from trexger;

. reviewed public information with respect to e@mtother companies in lines of business Lazaridbed to be generally relevant
in evaluating the businesses of KFN and KKR, respely;

. reviewed the financial terms of certain businesslmioations involving companies in lines of busineagard believed to be
generally relevant in evaluating the businessd&FiN and KKR, respectively;

. reviewed historical prices and trading volumes &f\Kcommon shares and KKR common units;

. reviewed the potential pro forma financial impatth® merger on KKR based on the financial forezasterred to above
relating to KFN and KKR; and

. conducted such other financial studies, analgsesinvestigations as Lazard deemed appropriate.

Lazard assumed and relied upon the accumadycompleteness of the foregoing informationheuit independent verification of such
information. Lazard did not conduct any independetation or appraisal of any of the assets dilltees (contingent or otherwise) of KFN
KKR or concerning the solvency or fair value of KBNKKR, and Lazard was not furnished with any sualuation or appraisal. Management
of KKR's managing partner advised Lazard thatif@ricial forecasts prepared by KKR with respedhtfuture financial performance of KFN
reflected the best currently available estimatesjadgments of the anticipated future financiafpenance of KFN and (ii) publicly available
forecasts with respect to KKR reflected the bestanily available estimates and judgments of theipated future financial performance of
KKR. Accordingly, with the consent of the indepentidirectors constituting the conflicts committdah® board of directors of KKR's
managing partner, for purposes of Lazard's anabf¢td~N and KKR, Lazard utilized such financial émasts. Lazard assumed, with the
consent of the independent directors constitutiegconflicts committee of the board of directorkéfR's managing partner, that the financial
forecasts utilized in Lazard's analyses, includimase related to synergies and other benefitspbad reasonably prepared on bases reflecting
the best currently available estimates and judgsasto the future financial performance of KFN &#dR, respectively. Lazard assumed no
responsibility for and expressed no view as tosush forecasts or the assumptions on which theg based.

In rendering its opinion, Lazard assumeith the consent of the independent directors ctuistg the conflicts committee of the board of
directors of KKR's managing partner, that the mevg# be consummated on the terms described imibeger agreement, without any waiver
or modification of any material terms or conditiohazard also assumed, with the consent of thepenident directors constituting the conflicts
committee of the board of directors of KKR's managgpartner, that obtaining the necessary goverrahaegulatory or third party approvals
and consents for the merger will not have an aéveffect on KKR, KFN or the merger. Lazard did erpress any opinion as to any tax or
other consequences that might result from the nenge did Lazard's opinion address any legal, tegulatory or accounting matters, as to
which Lazard understood that the independent direaonstituting the conflicts committee of the tabaf directors of KKR's managing parti
obtained such advice as they deemed necessaryfraliied professionals. Lazard expressed no vieapinion as to any terms or other
aspects (other than the exchange ratio to the esigmessly specified in its opinion) of the mergecluding, without limitation, the form or
structure of the merger or any agreements or agraegts entered into in connection with, or contexted by, the merger. In addition, Lazard
expressed no view or opinion as to the fairnesk@fimount or nature of, or any other aspectsimgléd, the compensation to any officers,
directors or
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employees of any parties to the merger, or classich persons, relative to the exchange ratiolmrafise.

The following is a brief summary of the el financial analyses and reviews that Lazaehued appropriate in connection with
rendering its opinion. The brief summary of Lazsu@halyses and reviews provided below is not a tetmplescription of the analyses and
reviews underlying Lazard's opinion. The preparatba fairness opinion is a complex process inmglwarious determinations as to the most
appropriate and relevant methods of analysis avidweand the application of those methods to paldiccircumstances, and, therefore, is not
readily susceptible to summary description. Congigdeselected portions of the analyses and revimwke summary set forth below, without
considering the analyses and reviews as a wholdd cpeate an incomplete or misleading view ofahalyses and reviews underlying Lazard"
opinion.

In arriving at its opinion, Lazard considéithe results of all of its analyses and reviemés@id not attribute any particular weight to any
factor, analysis or review considered by it; rathezard made its determination as to fairnes$erbasis of its experience and professional
judgment after considering the results of all sfahalyses and review

For purposes of its analyses and reviewgatd considered industry performance, generahbssj economic, market and financial
conditions and other matters, many of which arehdythe control of KKR and KFN. No company, busgestransaction used in Lazard's
analyses and reviews as a comparison is identidékR, KFN, or the transactions contemplated byriterger agreement, and an evaluatio
the results of those analyses and reviews is ntoegnmathematical. Rather, the analyses and vesviavolve complex considerations and
judgments concerning financial and operating charetics and other factors that could affect tbguasition, public trading or other values
the companies, businesses or transactions useakzard's analyses and reviews. The estimates cedtairLazard's analyses and reviews and
the ranges of valuations resulting from any paléicanalysis or review are not necessarily indieatf actual values or predictive of future
results or values, which may be significantly moréess favorable than those suggested by Lazamdlyses and reviews. In addition, analyse
and reviews relating to the value of companiesin@sses or securities do not purport to be apgsaigdo reflect the prices at which
companies, businesses or securities actually maplde Accordingly, the estimates used in, andésalts derived from, Lazard's analyses an
reviews are inherently subject to substantial uadsy.

The summary of the analyses and reviewsiged below includes information presented in tabfibrmat. In order to fully understand
Lazard's analyses and reviews, the tables mustazbtogether with the full text of each summarye Tdbles alone do not constitute a complet
description of Lazard's analyses and reviews. @emnisig the data in the tables below without consmgethe full description of the analyses
and reviews, including the methodologies and assiompunderlying the analyses and reviews, cowdter a misleading or incomplete viev
Lazard's analyses and reviews.

Except as otherwise noted, the followingmitative information, to the extent that it issbd on market data, is based on market data as
existed on or before December 16, 2013 and is @éssarily indicative of current market conditions.

KFN Analyses
KFN Selected Comparable Companies Anal

Lazard reviewed and analyzed the followpaglic companies that it viewed as reasonably coaipa to KFN: (i) selected externally
managed business development companies, or "BRijseélected internally managed BDCs, (iii) seesttommercial mortgage real estate
investment trusts, or "REITs," and (iv) selectesidential mortgage REITs. Although none of the ctelé companies is directly comparable to
KFN, the companies included are publicly traded panies with operations
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and/or other criteria, such as lines of businesskats, business risks and size and scale of lsssimdnich for purposes of analysis Lazard
considered relevant. Specifically, Lazard compd¢Edl to the following public companies:

. Externally managed BDCs:
. Ares Capital Corporation
. Prospect Capital Corporation
. Apollo Investment Corporation
. Fifth Street Finance Corp.

. Solar Capital Ltd.
. PennantPark Investment Corporation
. BlackRock Kelso Capital Corporation

. MVC Capital, Inc.

. Gladstone Investment Corporation
. Gladstone Capital Corporation
. Internally managed BDCs:
. Onex Corporation
. American Capital, Ltd.
. Main Street Capital Corporation
. Triangle Capital Corporation
. MCG Capital Corporation
. Commercial mortgage REITS:
. Starwood Property Trust, Inc.
. Newcastle Investment Corp.
. Colony Financial, Inc.
. iStar Financial Inc.
. Blackstone Mortgage Trust, Inc.
. Resource Capital Corp.
. RAIT Financial Trust
. Apollo Commercial Real Estate Finance, Inc.
. Ares Commercial Real Estate Corporation
. Arbor Realty Trust, Inc.
. Resource America, Inc.
. BRT Realty Trust
. Residential Mortgage REITs:

. Annaly Capital Management, In
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. American Capital Agency Corp.

. Two Harbors Investment Corp.

. Chimera Investment Corporation

. MFA Financial, Inc.

. Invesco Mortgage Capital Inc.

. Hatteras Financial Corp.

. New Residential Investment Corp.

. PennyMac Mortgage Investment Trust
. Redwood Trust, Inc.

. ARMOUR Residential REIT, Inc.

. CYS Investments, Inc.

. Capstead Mortgage Corporation

. American Capital Mortgage Investment Corp.
. Anworth Mortgage Asset Corporation

. Apollo Residential Mortgage, Inc.

. New York Mortgage Trust, Inc.

. Dynex Capital, Inc.

. Arlington Asset Investment Corp.

In performing these analyses, Lazard regaand analyzed certain publicly available finahicitormation, implied multiples and market
trading data relating to the selected comparahtepamies and compared such information to the qooreting information for KFN. Lazard
calculated and compared, among other things, €iyadktio of each company's December 13, 2013 shiexetp its calendar year 2013 and 2014
estimated GAAP earnings per share, or "P/E," lfi#) natio of each company's December 13, 2013 g to its latest available GAAP book
value or net asset value per share, as applicab!®/BV," and (iii) each company's estimated dénd yield for the calendar years 2013 and
2014. The calendar year 2013 and 2014 estimatedfg@eknings per share and estimated dividend yeelthé selected companies and use
Lazard in its analysis were based on the medidraofSet consensus analyst estimates. The latékttdgaGAAP book value per share for the
selected companies and used by Lazard in its asalgs based on company filings and publicly avééanformation. Lazard also calculated
corresponding financial multiples and ratios forNKFon the basis of KFN projections based on theiamedf FactSet consensus analyst
estimates, which are
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referred to in to in this proxy statement/prospeas KFN consensus estimates. The metrics obsbywkedzard are summarized in the
following table:

P/E Dividend Yield
2013E 2014E P/BV 2013E 2014E

Externally Managed BDC

High 12.0» 16.9 1.12» 12.1% 11.<%
Mean 10.3» 11.0» 0.98» 9.3% 9.3%
Median 10.7» 10.6» 1.02» 9.2% 9.3%
Low 7.8x 8.8x  0.80» 41% 5.%
Internally Managed BDC
High 18.2» 14.1» 1.75» 11.2% 11.2%
Mean 142y 124 1.22» 6.€% 6.8%
Median 142y 13.1» 1.13» 8.C% 7.8%
Low 10.3» 9.5x  0.75» 0.3% 0.2%
Commercial Mortgage REIT
High 28.8» 13.7» 1.91» 13.% 13.%
Mean 12.5» 9.0x 1.16» 8.1% 8.%
Median 13.2» 10.9 1.07» 7.8%  8.6%
Low 8.1x 8.6x  0.68» 2.3% 7.C%
Residential Mortgage REI1
High 11.9» 114 1.27» 23.1% 16.4%
Mean 8.0x 8.2x  0.90» 14.8% 12.2%
Median 7.7x% 8.0x  0.85» 14.7% 12.(%
Low 4.8x 6.0x  0.71» 6.1% 6.8%
KFN Consensus Estimat 7.6x 9.0x 0.91» 9.2% 9.2%

Lazard primarily focused on externally mge@ BDCs, given their greater operational compétalbd KFN, relative to internally
managed BDCs and commercial and residential RBEGsansidered in this analysis. Based on thisyarsbf the relevant metrics for the
comparable companies and KFN and on Lazard's miofes judgment, Lazard selected reference ranfy@s46x to 10.7x and 9.0x to 10.6x
for P/E of the selected companies for the calegdars 2013 and 2014, respectively, (ii) 0.91x @2%&.for P/BV of the selected companies,
(iii) 8.0% to 10.0% for estimated dividend yieldtbe selected companies for each of the calendas 913 and 2014. Lazard applied such
ranges, respectively, to (1) estimated GAAP easofgKFN for the calendar years 2013 and 2014nesided in the KFN projections based
internal KKR modeling derived in part from KFN's nzement's recently prepared strategic plan, wdniehieferred to in this proxy
statement/prospectus as the KFN management essin@@e GAAP book value of KFN as of SeptemberZmL 3, and (3) estimated dividend
yield of KFN for the calendar years 2013 and 2G&lincluded in the KFN management estimates. A samof certain of the informatic
included in KFN management's recently preparedegii@ plan is set forth in the section of this pratatement/prospectus titled "—KFN 2015
Projected Financial Information” beginning on pa@® of this proxy statement/prospectus. Based emterage of the results of the foregoing
analysis, Lazard calculated a range of equity vwaher share for KFN of $9.23 to $11.42. Based erkilkR common unit price of $24.98 as of
December 13, 2013, Lazard noted that such valugerandicated a range of implied exchange ratidd.®7x to 0.46x.

KFN Selected Precedent Transactions Anal

Lazard reviewed and analyzed certain plybtiwailable financial information of target compesin selected precedent merger and
acquisition transactions involving companies itneel as relevant. In performing these analyses,rdeamaalyzed certain financial information
and transaction multiples
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relating to the target companies involved in tHeaed transactions and compared such informatidhet corresponding information for KFN.

Lazard noted that there are limited or ewent target companies that are directly compatatité-N. Although none of the selected
precedent transactions or the companies partydio sansactions is directly comparable to the &atisns contemplated by the merger
agreement or to KFN, all of the transactions wédmesen because they involve transactions that,Uigrgses of analysis, may be considered
relevant in evaluating the transactions contemglatethe merger agreement and/or involve targets tor purposes of analysis, may be
considered relevant. Lazard reviewed the followthagsactions involving (i) REITs and (ii) BDCs arghl estate property:

REITs

Date Announced Acquiror Target Price/BV
October 22, 201 American Realty Capital Properti  Cole Real Estat 1.23»
June 3, 201 Mid-America Apartmen Colonial Properties Tru: 0.92»
May 28, 201: American Realty Capital Properti  CaplLease Inc 1.17»
September 6,

2012 Realty Income Cory American Realty Capital Tru 1.13»
December 24,

2011 Ventas Inc Cogdell Spencer In 0.80x
February 27,

2011 Ventas Inc Nationwide Health Propertie 1.56

BDCs and Real Estate Property
Price/CY

Date Announced Acquiror Target EPS Price/BV
January 30,

2013 Annaly Capital Management In  CreXus Investment Cor| 12.7» 1.09»
October 26,

2009 Ares Capital Corporatio Allied Capital Corp. 8.9x 0.46»

For each of the transactions, Lazard cated|, among other things, (i) with respect to REtEal value as a multiple of GAAP book va
or net asset value (as applicable) as of the lprgdd available prior to the announcement oftthesaction, and (ii) with respect to BDCs and
real estate property, deal value per share as tphaudf estimated earnings per share in the calepear the transaction was announced (whic
we refer to as Price/CY EPS) and deal value aslépieuof GAAP book value as of the latest periagigable prior to the announcement of the
transaction. Based on Lazard's analysis of thetselerecedents and on Lazard's professional judgrhazard applied multiples of (1) 0.92x
to 1.23x to GAAP book value of KFN as of Septent®B@r2013 and (2) 8.9x to 12.7x to estimated GAARiegs of KFN for the calendar year
2013, as included in the KFN management estimB&sed on the average of the results of the foregamalysis, Lazard calculated a range of
equity values per share for KFN of $10.35 to $14B&sed on the KKR common unit price of $24.98fd8aecember 13, 2013, Lazard noted
that such value range indicated a range of impezhange ratios of 0.41x to 0.57x.

KFN Dividend Discount Analys

Based on the KFN management estimatesrdgmaformed a dividend discount analysis of KFN¢atculate the estimated present value
of the projected dividend distributions by KFN hretperiod from the fourth quarter of 2013 througi& Lazard also calculated estimated
terminal values for KFN by applying a perpetualvgiio rate range of 0.0% to 2.0%. The projected dinaidistributions and terminal values
were discounted to present value using discouas nranging from 8.5% to 9.5%. The discount ratgdicable to KFN were based, among
other things, on Lazard's judgment of the estimaaede of discount rates based on an analysishiifghutraded BDCs. This analysis resulted
in a range of equity values per share for KFN dd.85% to $14.21. Based on the KKR common unit
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price of $24.98 as of December 13, 2013, Lazarddchtitat such value range indicated a range of @dmikchange ratios of 0.42x to 0.57x.
Other Analyses

The analyses and data relating to KFN dlesdrbelow were presented to the independent dirgcbnstituting the conflicts committee of
the board of directors of KKR's managing partneratyefor informational purposes.

Other Analyses: KFN Historical Trading Analysis

Lazard reviewed historical data with regtardhe closing prices of KFN common shares for3Beveek period to and including
December 13, 2013. During this period, the clogirige of common shares of KFN ranged from a lo#@fl1 to a high of $11.67 per share,
which, based on the KKR common unit price of $249&f December 13, 2013, indicates a range ofi@thgixchange ratios of 0.36x to 0.4

Other Analyses: KFN Analyst Price Targets Analysis

Lazard reviewed five Wall Street researghity analyst per share target prices for KFN aBefember 13, 2013, which target prices v
released on October 24, 2013. The range of thegettarices was $10.50 to $12.50, which, basedherKKR common unit price of $24.98 as
of December 13, 2013, indicates a range of impgierhange ratios of 0.42x to 0.50x.

KKR Analyses
KKR Blended Earnings Selected Comparable Compaialysis

Lazard reviewed and analyzed selected pablnpanies that it viewed as reasonably compatat{&R. Although none of the selected
companies is directly comparable to KKR, the congmmcluded are publicly traded companies withrapens and/or other criteria, such as
lines of business, markets, business risks andasidescale of business, which for purposes of aislyazard considered relevant. Specifically,
Lazard compared KKR to the following public compemi

. The Blackstone Group L.P.

. Apollo Global Management LLC

. The Carlyle Group LP

. Och-Ziff Capital Management Group LLC
. Fortress Investment Group LLC

. Oaktree Capital Group, LLC

In performing these analyses, Lazard regiand analyzed certain publicly available finahicitormation, implied multiples and market
trading data relating to the selected comparabiepamies and compared such information to the qooreting information for KKR. Lazard
calculated and compared, among other things, tieoheach company's December 13, 2013 shareibprice to its (i) calendar year 2013
and 2014 per share or unit estimated economiawetne, or "ENI," (ii) calendar year 2013 and 2024 ghare estimated distributable cash
earnings, or "DCE," and (iii) calendar year 2018 2014 estimated adjusted net income, or "ANIgach case as applicable. The calendar
year 2013 and 2014 estimated ENI, DCE and ANI paresor unit for the selected companies and usdabard in its analysis were based
the median of publicly available equity analysirestes or FactSet consensus analyst estimatesnipied by FactSet. Lazard also calculated
the ratio of KKR's December 13, 2013 unit pricésccalendar year 2013 and 2014 per unit estimated
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ENI and DCE, on the basis of KKR projections bagedhe median of FactSet consensus analyst estipvaltéch are referred to in this proxy
statement/prospectus as KKR consensus estimatesnétiics observed by Lazard are summarized ifotfeaving table:

P/ENI* P/DCE** P/AN [***
2013E 2014E 2013E 2014E 2013E 2014E

Selected Companie

High 13.3» 119> 194 14.0» 9.3x 11.5»
Mean 10.8» 10.7» 12.1> 11.3» — —
Median 11.6» 10.7>» 10.5> 11.0» — —
Low 6.8x 9.6x 7.1x  10.0x — —

KKR Consensus Estimat: 10.2» 10.1» 14.1» 13.1» —

P/ENI multiple calculated for The Blackstone Grdup., Apollo Global Management LLC, The Carlyle GpoLP
and Oaktree Capital Group, LLC.

*%

P/DCE multiple calculated for The Blackstonedap L.P., Apollo Global Management LLC, The Carlyle

Group LP, Och-ziff Capital Management Group LLCrtFess Investment Group LLC and Oaktree Capital
Group, LLC.

*%%

P/ANI multiple calculated for Oaktree Capital GrolhC.

Based on an analysis of the relevant nefdceach of the comparable companies and KKRoandazard's professional judgment, La:
selected reference ranges of (i) 10.2x to 10.8xldniix to 10.7x for share price to estimated ENIgb&re of the selected companies for the
calendar years 2013 and 2014, respectively, an@iqi2x to 14.1x and 10.8x to 13.1x for share pticestimated DCE per share of the selecte
companies for the calendar years 2013 and 201dectsely. Lazard applied such ranges, respectivel{l) estimated ENI of KKR for the
calendar years 2013 and 2014, as included in estinpovided by KKR management, which consisteceofain financial forecasts for KKR
prepared by research analysts for 2014, along eeittain internal financial forecasts for KKR pregéby its management for the fourth que
of 2013 (such estimates are referred to in thigypstatement/prospectus as the "KKR managememass"), and (2) estimated DCE of KKR
for the calendar years 2013 and 2014, as includ#¢iiei KKR management estimates. Based on the avefafe results of the foregoing
analysis, Lazard calculated ranges of equity vahggcommon unit for KKR of $25.09 to $ 26.57, lthea the ENI analysis, and $20.52 to
$26.59, based on the DCE analysis, as comparée t824.98 price per KKR common unit as of Decenil3er2013.

KKR Sur-of-the-Parts Analysis

Lazard performed a sum-of-the-parts analg6KKR based on separate valuations of the commtsrof KKR's estimated 2014 ENI, net

asset value of KKR's general partner investmenis KKR's net cash. In particular, Lazard calculaadmplied equity value range of KKR as
the sum of the following components:

Fee-Related ENI.Lazard calculated 2014 P/E multiples for a grofigaditional asset managers that were selectdchbgrd.
The P/E multiples were calculated based on eadt asmnager's share price as of December 13, 2@l8stimated 2014 GAAP
earnings per share based on the median of FaciBstrsus analyst estimates. Lazard observed, 1dr, Bedian and mean P/E
multiples of 16.9x and 16.8x, respectively. Basedn analysis of the relevant metrics and on Lagambfessional judgment,

Lazard selected a P/E multiple reference rangé&dixito 17.0x and applied it to KKR's estimated £2@4e-related ENI, as
included in the KKR management estimates (as defaeve).
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. Incentive Fee ENI. For each of The Blackstone Group L.P., ApollolggloManagement LLC, The Carlyle Group LP and
Oaktree Capital Group, LLC, Lazard calculated satibimplied capitalized value of incentive fee Eddl of December 13, 2013
to estimated 2014 incentive fee ENI. The estim2@t4 incentive fee ENI used in the analysis wassddrby Lazard from
publicly available equity analyst estimates. Bagedn analysis of the relevant metrics and on ldizgrofessional judgment
(i) under a first approach, which is referred tahis proxy statement/prospectus as the earnindpheuapproach, Lazard
selected a multiple reference range of 8.9x to &rgkapplied it to KKR's estimated 2014 incentiee ENI, as included in the
KKR management estimates (as defined above), gnth@ier a second approach, which is referred thigproxy statement
prospectus as the capital and earnings multiplpsoaph, Lazard selected (1) a multiple referenngeaf 7.1x to 8.1x and
applied it to KKR's estimated 2014 incentive feel Ei¢ included in the KKR management estimate @ha (multiple reference
range of 0.8x to 1.0x and applied it to the bookigaf KKR's net accrued carry as of Septembe28@3.

. GP Investments NAVLazard applied a multiple reference range of ®@8%.0x to the net asset value, as of Septemhez(B(B,
of KKR's general partner investment portfolio. Théerence range was selected based on Lazardsspimfal judgment and on
an analysis, for a group of listed private equlysed-end funds selected by Lazard, of the ratieach fund's December 13,
2013 share price to its latest available net assae.

. Net Cash. Lazard considered the value of KKR's net castf &eptember 30, 2013.

The foregoing analysis resulted in a ramigequity values per common unit for KKR, calcuthtes the average of the equity values
obtained by applying, respectively, the earningétipla approach and the capital and earnings mekippproach, of $22.98 to $26.24, as
compared to the $24.98 price per KKR common undfd3ecember 13, 2013.

KKR Dividend Discount Analys

Based on the KKR management estimatesafirsed above), Lazard performed a dividend discematysis of KKR to calculate the
estimated present value of the projected dividestlidutions by KKR in the period from the fourtiayter of 2013 through 2015. Lazard also
calculated estimated terminal values for KKR, udimg alternative methodologies: (i) by applying tples of 0.9x to the net asset value of
KKR's general partner investment portfolio as gbt8mber 30, 2013; of 1.0x to KKR's net cash asapit@&nmber 30, 2013; of 18.0x to 20.0x to
KKR's estimated 2015 fee-related ENI, as includethe KKR management estimates (as defined abawmd)pf 8.0x to 10.0x to KKR's
estimated 2015 incentive fee ENI, as included @mKKR management estimates (as defined above) hvwhieferred to in this proxy
statement/prospectus as the sum-of-the-parts mathgyd and (ii) by applying multiples of 10.0x td.0x to KKR's estimated 2015 DCE, as
included in the KKR management estimates (as def@i®ve), which is referred to in this proxy sta¢emprospectus as the P/DCE
methodology. The projected dividend distributions #erminal values were discounted to present vasirgg discount rates ranging from
11.0% to 13.0%. The discount rates applicable t&rKiere based, among other things, on Lazard's jedgof the estimated range of
weighted average cost of capital based on an @salf/publicly traded alternative asset managelss @nalysis resulted in ranges of equity
values per common unit for KKR of $24.99 to $28.48ing the sum-of-the-parts methodology, and $18327.65, using the P/DCE
methodology, as compared to the $24.98 price peR KEKmmon unit as of December 13, 2013.
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Other Analyses

The analyses and data relating to KKR desdrbelow were presented to the independent dirgconstituting the conflicts committee of
the board of directors of KKR's managing partneratyefor informational purposes.

Other Analyses: KKR Historical Trading Analysis

Lazard reviewed historical data with regtardhe closing prices of KKR common units for 2 week period to and including
December 13, 2013. During this period, the clogirige of common units of KKR ranged from a low df385 to a high of $24.98 per comn
unit, as compared to the $24.98 price per KKR comonat as of December 13, 2013.

Other Analyses: KKR Analyst Price Targets Analysis

Lazard reviewed 12 Wall Street researchtggunalyst per common unit target prices for KKfkad December 13, 2013, which target
prices were released between October 24, 2013 andrbber 9, 2013. The range of these target priagsh23.00 to $28.00, as compared t
$24.98 price per KKR common unit as of December2033.

Miscellaneous

Lazard prepared these analyses solelyugpgses of, and the analyses were delivered tmtlemendent directors constituting the conf
committee of the board of directors of KKR's manggpartner in connection with, the provision of aa¥s opinion to the independent
directors constituting the conflicts committee lné tboard of directors of KKR's managing partneioase fairness from a financial point of
view of the exchange ratio to KKR. These analysesat purport to be appraisals nor do they necigsaflect or purport to reflect the prices
at which businesses or securities actually mayliba the prices at which any securities haveddaor may trade at any time in the future.
Analyses based upon forecasts of future resultea@traecessarily indicative of actual future resulthich may be significantly more or less
favorable than suggested by these analyses. Bettesseanalyses are inherently subject to uncéytdiring based upon numerous factors or
events beyond the control of the parties or thespective advisors, neither Lazard nor any othesgpeassumes responsibility if future results
are materially different from those forecast.

Lazard, as part of its investment bankingibess, is continually engaged in the valuatiobusinesses and their securities in connection
with mergers and acquisitions, negotiated undeivgs, secondary distributions of listed and untistecurities, private placements, leveraged
buyouts, and valuations for estate, corporate dmer gpurposes. In the ordinary course of theirgespe businesses, Lazard and LFCM
Holdings LLC (an entity indirectly owned in larganpby managing directors of Lazard) and their eefipe affiliates may actively trade
securities of KKR, KFN and certain of their respeeaffiliates for their own accounts and for tleeaunts of their customers and, accordingly
may at any time hold a long or short position intsgecurities, and may also trade and hold seesitth behalf of KKR, KFN and certain of
their respective affiliates. Lazard in the past pasided, currently is providing and in the futumay provide certain investment banking
services to KKR and certain of its affiliates, fanich Lazard has received and may receive compensatcluding, in the past two years,
advising KKR or an affiliate thereof with respeatits proposed acquisition of SBB/Telemach Groug aalvising a portfolio company of KKR
or an affiliate thereof with respect to a potentiahsaction, and having advised an affiliate offKik connection with its provision of debt
financing to Uralita, Capmark Financial Group imoection with its restructurings and related tratisas, and KKR and other affiliates or
portfolio companies with respect to transactiors there not consummated. During the two year pegitted December 16, 2013, Lazard has
not been engaged by KFN or its subsidiaries toigeofinancial advisory or underwriting services
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for which the Investment Banking Division of Lazdras received compensation. The issuance of Lazapdiion was approved by the
Opinion Committee of Lazard.

In connection with Lazard's services aariitial advisor to the independent directors carntstig the conflicts committee of the board of
directors of KKR's managing partner and pursuathéderms of the Lazard engagement letter dategidber 11, 2013, KKR agreed to pay
Lazard an aggregate fee equal to $1,500,000 uparedeof the opinion. In addition, KKR also agreedreimburse Lazard for its expenses
incurred in connection with the engagement anddemnify Lazard and certain related parties agaetin liabilities under certain
circumstances that may arise out of the renderiritg advice.

The type and amount of consideration payahlsuant to the merger agreement was determtinedgh arm'dength negotiations betwe
KKR and KFN, rather than by any financial advisamd was approved by the board of directors of KKRamaging partner. Lazard did not
recommend any specific merger consideration tdtad of directors of KKR's managing partner, ® ittdependent directors constituting the
conflicts committee of the board of directors of Ri& managing partner, or to KKR or that any givearger consideration constituted the only
appropriate consideration for the merger. The dati® enter into the merger agreement was sofetydf the board of directors of KKR's
managing partner. As described above, the opinfidimpard was one of many factors taken into conatiten by the independent directors
constituting the conflicts committee thereof initrevaluation of the merger in accordance withrtferger agreement. Consequently, the
analyses described above should not be viewedtastaative of the opinion of the board of direstof KKR's managing partner or the
independent directors constituting the conflictmaodttee thereof with respect to the KKR merger aderstion.

Lazard is an internationally recognizedeistient banking firm providing a broad range oéficial advisory and other services. The
independent directors constituting the conflictsodttee of the board of directors of KKR's managiagtner selected Lazard as a financial
advisor because of its qualifications, expertise @@putation in investment banking and mergersaaugisitions, as well as its familiarity with
the business of KKR.

A copy of the presentation delivered by adralzto the conflicts committee of the board of ciioes of KKR's managing partner on
December 16, 2013 in connection the rendering aftdis oral opinion has been filed as an exhibihéTransaction Statement on
Schedule 13E-3 filed with the SEC in connectiorhwiite transaction and will be made available fspattion and copying at the principal
executive offices of KKR during its regular busiad®urs by any interested holder of KKR commonaur@opies may be obtained by
requesting them in writing from KKR at the addrpssvided in the section titled "Where You Can FMdre Information" beginning on
page 221 of this proxy statement/prospectus.

Position of the KKR Participants as to the Fairnes®f the Merger

Under SEC rules, the KKR Participants agired to express their belief as to the fairméthe merger to the unaffiliated common
shareholders of KFN. The KKR Participants are mgltire statements included in this section solefyttfe purpose of complying with the
requirements of Rule 13e-3 and the related ruléguthe Exchange Act. However, the making of suatements is not an admission by the
KKR Participants that KFN is "controlled" by KKR any affiliate of KKR such that KFN should be deehte be an "affiliate" for purposes of
Rule 13e-3 in connection with the merger.

KKR, Fund Holdings and Merger Sub attemptedegotiate a transaction that would be mostrizhle to them and did not negotiate a
transaction with a goal of obtaining terms thatenkir to the common shareholders of KFN and didumalertake any independent evaluation
of the fairness of the merger to the unaffiliatechonon shareholders of KFN or engage a financiaisadyor such
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purpose. However, based on the procedural safegiraplemented during the negotiation of the meeget the other factors considered by,
and the analysis and resulting conclusions of, IsHNard of directors and the transaction commdfeébe KFN board of directors described in
the section entitled "—Recommendation of the KFNuBloof Directors and Reasons for the Merger; Fagrmd the Merger” beginning on
page 68 of this proxy statement/prospectus (whietlysis and resulting conclusions the KKR Partioipaadopt), the KKR Participants believe
that the merger is substantively and proceduralilytd KFN's unaffiliated common shareholders.

The foregoing discussion of the factorssidered by the KKR Participants is not intendetdé@xhaustive but is believed to include all
material factors considered by the KKR Participamtmaking a determination regarding the fairnéfshe merger for the purpose of comply
with the requirements of Rule 13e-3 and the relatdes under the Exchange Act. The KKR Participaidsnot find it practicable to, and did
not, quantify or otherwise attach relative weiglotshe foregoing factors in reaching their positaanto the fairness of the merger. Rather, the
KKR Participants made their fairness determinatitiar considering all of the factors as a whole.

KFN 2015 Projected Financial Information

KFN does not, as a matter of course, géiggrablish its business plans and strategies dtamexternal disclosures of its anticipated
financial position or results of operations. KFNmagement prepared certain nonpublic 2015 finape@kections prior to the evaluation of a
possible transaction, and KKR had access to sugkqgiions. While Sandler O'Neill also had accessuch financial projections, the
projections were not used by Sandler O'Neill infgrening the analysis in preparation of their faga@pinion. Such financial projections did
not result from a full financial forecast modeltere instead derived from a projected mix of fmlid strategies for each of the downside
case, base case and aggressive case and a progetetireturn for each such portfolio strateggath of the three cases. No financial
projections were prepared or made available by Ktsagement for any year other than 2015. For tlees®ns, among others, publicly
available analyst estimates were deemed by KFN geamnant to be the best available information. A samynof the nonpublic 2015 financial
projections prepared by KFN management is provizeddw and such information is referred to in thiexy statement/prospectus as the 2015
financial projections. KFN common shareholderscanationed not to place undue reliance on the 2B ial projections. The 2015 financial
projections are not being included in this proxatement/prospectus for the purpose of influencimgr ylecision whether to vote for the
adoption of the merger agreement and should nod¢drded as an indication that any of KFN, KKRhm&iit respective affiliates, advisors,
officers, directors, partners or representativeanyr recipient of this information considered, omconsiders, it to be necessarily predictive of
actual future results, and the 2015 financial pridgms should not be relied on as such. None of KKRN or their respective affiliates,
advisors, officers, employees, directors or reprgives can give you any assurance that actualtsesill not differ from the projected resul
and none undertakes any obligation to update @raike revise or reconcile these internal 201 5nfie projections to reflect circumstances
existing, or changes in assumptions or outlook oouy, after the date the internal 2015 financiaj@ctions were generated or to reflect the
occurrence of future events even in the eventahgtor all of the assumptions underlying the pridges are shown to be in error. KFN does
intend to update or otherwise revise the 2015 fiferprojections. None of KFN or its affiliates,\asbrs, officers, employees, directors or
representatives has made or makes any represert@atmy shareholder or other person (includingK&) regarding KFN's ultimate
performance compared to the information containettié 2015 financial projections or that projeatesults will be achieved.

Downside Case Base Cast Aggressive Cas!
2015 Net Incom: $ 152,000,00 $ 250,200,00 $ 299,600,00
2015 Earnings Per She $.74 $1.22 $1.4¢
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While presented with numeric specificitye 2015 financial projections reflect numerousneates and assumptions made by KFN
management with respect to industry performancecantpetition, general business, economic, markefiaancial conditions, interest rates
and additional matters specific to KFN's businaisyf which are difficult to predict and many ohieh are beyond KFN's control. Other
important factors that may affect actual resultd emuse the 2015 financial projections not to eesed include, but are not limited to, risks
and uncertainties relating to KFN's business (idiclg its ability to achieve strategic goals, ohjezd and targets over applicable periods),
industry performance, the regulatory environmeahegal business and economic conditions and oth#era described under the sections
entitled "Cautionary Statement Regarding Forwardiiog Statements" beginning on page 50 of this piatement/prospectus and "Risk
Factors" beginning on page 29 of this proxy statefpeospectus. As a result, there can be no asseithat the 2015 financial projections will
be realized or that actual results will not be mally different than estimated therein, and ilikely that actual results will differ.

The 2015 financial projections were notgamred with a view toward public disclosure or watkiiew toward complying with the published
guidelines of the SEC regarding projections orgtiglelines established by the American Institut€eftified Public Accountants for
preparation and presentation of financial projeddibut, in the view of KFN's management, were meghan a reasonable basis, and based or
the assumptions upon which such financial projestiare based, reflect the best currently availestienates and judgments of KFN's
management and presents, to the best of managerkeot/ledge and belief, the expected course abaend expected future financial
performance of KFN. However, this information ig fect and should not be relied upon as being rseeiy indicative of future results, and
readers of this proxy statement/prospectus aréored not to place undue reliance on the prospefitiancial information. The 2015 financial
projections were prepared by, and are the respititysidf KFN. Neither KFN's nor KKR's independemgistered public accounting firm, nor
any other independent accountants, have compikaani@ed or performed any procedures with respetttedgrojected 2015 financial data
contained herein, nor have they expressed anyapaori any other form of assurance on such infoilmnatr its achievability, and assume no
responsibility for, and disclaim any associatiothwthe projected 2015 financial data. The repofthe independent registered public
accounting firms incorporated by reference in prisxy statement/prospectus relate to KFN's and KK#itorical annual financial statements.
Those reports do not extend to the 2015 finaneigkeptions and should not be read to do so.

Fees and Expenses

The following is an estimate of the feed aRpenses incurred or to be incurred by KFN imeation with the proposed merger:

Amount
Description (in millions)
Financial, legal, accounting and tax advisory feed expense $ 22.2
Proxy solicitation, printing and mailing cos 0.2
Filing fees 0.2
Miscellaneou: 0.2
Total 22.¢
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The following is an estimate of the feed aRpenses incurred or to be incurred by the KKRi¢gants in connection with the proposed
merger:

Description girfmi(I)IiL:)r::sz

Financial, legal, accounting and tax advisory feed expense $ 12.C
Printing and mailing cos! 0.2
Filing fees (including filings under the HSR A 0.t
Miscellaneou: 0.2
Total $ 12.¢

Subject to the termination payment thadaigable under certain circumstances, the mergeeawnt generally provides all costs and
expenses incurred in connection with the mergezeagent and the transactions contemplated by thgemagreement will be paid by the party
incurring such costs and expenses, except thax(gnses incurred in connection with filing, pmigtiand mailing of the registration statement
of which this proxy statement/prospectus formsra gad this proxy statement/prospectus (includitigg fees) will be shared equally by Fund
Holdings and KFN and (2) KKR will be responsible &l filing fees under the HSR Act and other anst laws. See "The Merger
Agreement—Termination Payment and Expenses" beginom page 127 of this proxy statement/prospectus.

Interests of Directors and Executive Officers of KIN in the Merger

In considering the recommendation of thé\Kd#oard of directors that KFN common shareholdete vo adopt the merger agreement,
KFN common shareholders should be aware that &sidetheir interests as common shareholders of KK\'s executive officers and
directors have interests in the merger that afergift from, or in addition to, those of other coomshareholders of KFN generally. The
members of the KFN board of directors were awaranof considered these interests, among other matiezvaluating and negotiating the
merger agreement and the merger, and in recomngtmithe common shareholders of KFN that the meagezement be adopted. These
interests are described in more detail below, amthin of them are quantified in the table belowN&s executive officers (including any
executive officers who are members of the KFN badrdirectors) did not participate in the vote hg tKFN board of directors relating to the
merger.

Treatment of Equity-Based Awards
Restricted Share

Each restricted KFN common share that wastgd under a KFN equity incentive plan and thatltstanding immediately prior to the
effective time of the merger, including those heydkFN executive officers and directors, as of éfffective time, by virtue of the occurrence
the consummation of the merger and without anyadaiin the part of the holder of such KFN restricthdre, will be converted into 0.51
restricted KKR common units having the same ternts@nditions, including applicable vesting requoiests, as applied to such restricted
KFN common share immediately prior to the effectinee, with fractional KKR common units to be aggaied and rounded to the nearest
whole unit, and KKR will assume the related equigentive plan and any award agreement issueduthdes pursuant to which any such
restricted KFN common share has been granted ier dodprovide for the foregoing. The table belows$erth the unvested restricted KFN
common shares held by the KFN directors and exezafificers.
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Phantom Share

Each KFN phantom share that was grante@kBEN's Non-Employee Directors' Deferred Compensadnd Share Award Plan will be
converted into a phantom share in respect of 0/6R Kommon units and will otherwise remain subjecthte terms of the plan. The table
below sets forth the vested and restricted KFN frarshares held by the KFN directors. The KFN etieewfficers do not participate in the
plan and as such do not hold any KFN phantom shares

Outstanding KFN Equity-Based Awards Held by KFNebiors and Executive Officers

Set forth below are the number of outstagd{FN restricted common shares, phantom sharesestricted phantom shares held by each
of the KFN executive officers and directors that autstanding as of February 14, 2014 and willdererted into an award in respect of KKR
common units in connection with the merger. Purstmthe merger agreement, KFN may provide fordbeelerated vesting of KFN equity
awards held by its directors and executive offiéersonnection with the merger. If the restrictbar®s and restricted phantom shares were to
be accelerated (upon the cessation of the dires®rgice with KFN due to the merger), there wdadda benefit to the applicable individual
equal to the value of the accelerated restricteardsv(shown in the table below assuming a pricé&pé& common share of $12.20, the aver
closing price of KFN common shares over the firngt business days following the announcement ohtbeger). The phantom shares are fully
vested and non-forfeitable as of the date herdud. Mumbers below with respect to phantom sharemtimclude additional phantom shares to
be credited with respect to distributions declarethe 2014 calendar year.

Restricted Restricted

Restricted Restricted Phantom Phantom Phantom

Director/Executive Officer Shares Shares ($) Shares Shares Shares ($)
Craig Fart 0 3 — 0 0% —
Michael R. McFerrai 70,3541) 858,306.6 0 0 —
Nicole J. Macarchu 44,8742) 547,462.8 0 0 —
Tracy L.Collins 14,53¢ 177,363.6 0 0 —
Robert L. Edward 15,42¢ 188,233.8 0 0 —
Vincent Paul Finigal 6,54¢ 79,885.6! 81,14¢ 7,99( 97,478.01
Paul M. Hazel 5,05 61,695.4 6,34¢ 19,86 242,340.8
R. Glenn Hubbar 0 — 219,90( 20,76¢ 253,369.6
Ross J. Kar 14,53¢ 177,363.6 0 0 —
Ely L. Licht 14,53¢ 177,363.6 0 0 —
Deborah H. McAnen 0 — 55,45 14,53¢ 177,363.6
Scott C. Nuittal 0 — 0 0 —
Scott A. Ryles 14,53¢ 177,363.6 0 0 —
Willy R. Strothotte 0 — 185,791 14,53¢ 177,363.6
Total: 200,41: $ 2,445,038.6 547,73t 77,69¢ $ 947,915.6

Q) 28,381 restricted shares held by Mr. McFerran velit and become free of restriction on March 142@laccordance
with their terms.

(2) 18,610 restricted shares held by Ms. Macarchukwe#t and become free of restriction on March 1426 accordance
with their terms

The KFN executive officers are employediiiN's manager and do not receive compensation KB or any of its subsidiaries for
serving as KFN's executive officers, and the manegenot identify the portion of the compensatiarmaded the KFN executive officers by
manager that relates solely to services for KFNNK#ad, to KFN's knowledge, KKR and the managemateparty
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to any arrangements with the KFN executive offidheg provide for termination pay or benefits imnection with the KFN executive officers'
service to KFN or any of its subsidiaries thatlaaeed on or otherwise relate to the proposed mefdg€FN. As a result, the say-on-golden-
parachute provisions of the Dodd-Frank Wall StReform and Consumer Protection Act are inapplicable

Indemnification Rights

The merger agreement provides that, folhmwhe completion of the merger, KKR and the suing\entity in the merger will honor all of
KFN's obligations to indemnify the current and femexecutive officers and directors of KFN andodlits subsidiaries for any acts or
omissions by such indemnified parties that occupméat to the merger. In addition, the merger agreet provides that KKR may, prior to the
effective time of the merger, purchase a "tail'lirace policy covering claims for at least six gefatlowing the effective time of the merger
with respect to directors' and officers' liabilibsurance with coverage and amounts and terms@mditons no less favorable to KFN covered
persons than KFN's existing coverage. If KKR electsto purchase such a "tail" insurance policyNKE permitted to purchase such a "tail"
policy so long as the cost of such a "tail" polityes not exceed 300% of the current annual premaithby KFN for its directors' and officers'
liability insurance. See "The Merger Agreement—Imdéication; Directors' and Officers' Insurance'gbming on page 131 of this proxy
statement/prospectus.

No Appraisal Rights

Under Delaware law and pursuant to KFNsrafing agreement, KFN common shareholders willhaet appraisal rights in connection
with the merger.

Plans for KFN after the Merger

Following the consummation of the mergeis anticipated that KFN will continue to condugterations substantially as they are curre
being conducted, except that KFN common sharesceidbe to be publicly traded and KFN will be a wholvned subsidiary of Fund
Holdings. As of the date of this proxy statememtgpectus, KKR has no current plans or proposategotiations which would relate to or
result in an extraordinary transaction involvingNK& business or management, such as a mergerargzatjon, liquidation, relocation of any
operations, or sale or transfer of a material arhofiassets, or the incurrence of any indebtedriedkwing the merger, KKR's managing
partner will continuously evaluate and review KFBsiness and operations and may propose or demelgplans and proposals which it
considers to be in the best interests of KKR amdiiitholders, including engaging in acquisitiohs@w businesses or assets, dispositions of
existing businesses or assets, the movement afdmsss or assets within the KKR corporate structiiecalteration of the mix of assets helc
KFN, or any of the types of extraordinary transasi described above.

Board of Directors and Management of the General Rtner of KKR after the Merger

Neither the board of directors nor the nggmaent of the general partner of KKR is expectechnge in connection with the merger.

Accounting Treatment of the Merger

The merger will be accounted for by KKRngsthe acquisition method of accounting. Under théthod of accounting, the purchase price
will be allocated to the fair value of the net assequired at the date of completion of the merglee excess purchase price over the fair valu
of the net assets acquired will be recorded aswitlod
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The financial condition and results of ggms of KKR after completion of the merger wiflect KFN's balances and results after
completion of the transaction but will not be résthretroactively to reflect the historical finaalotondition or results of operations of KFN.
The earnings of KKR following completion of the rger will reflect acquisition accounting adjustmeimgluding the effect of changes in the
carrying value for assets and liabilities on instexpense and amortization expense. Intangibktsagsth indefinite useful lives, if any, and
goodwill will not be amortized but will be testeorfimpairment at least annually, and all assetsiding goodwill will be tested for impairment
when certain indicators are present. If, in theifetf KKR determines that tangible or intangiblestsgincluding goodwill) are impaired, KKR
would record an impairment charge at that time.

Regulatory Approvals and Clearances Required for th Merger
General

Each party's obligation to effect the meligeconditioned upon, among other things, the rexioin or early termination of any waiting
period under the HSR Act applicable to the mergekthe other transactions contemplated by the mageement. See "The Merger
Agreement—Conditions to Consummation of the Mergpaginning on page 118 of this proxy statementfgosis.

At any time before or after the effectiiraé of the merger, the FTC, the Antitrust Divisiemnothers (including states and private parties)
could take action under the antitrust laws, inatgdieeking to prevent the merger, to rescind thgyener to make approval of the merger
conditional on the parties taking certain acticftsere can be no assurance that a challenge todlgemon antitrust grounds will not be made
or, if such a challenge is made, that it would m®successful.

HSR Aci

Under the HSR Act and the rules promulg#tedeunder by the FTC, certain transactions maypa@onsummated unless notification has
been given and certain information has been fuetdgb the FTC and the Antitrust Division and certaaiting period requirements have been
satisfied. A transaction notifiable under the HS& may not be completed until the expiration oflacalendar-day waiting period following
the filing of appropriate HSR Act notification foemr the early termination of that waiting peritfidhe FTC or the Antitrust Division issues a
Request for Additional Information and Documentitgterial prior to the expiration of the initial wisig period, a second 30-calendar-day
waiting period is imposed, which would begin to amly after substantial compliance with the reqdiestdditional information, unless the
waiting period is terminated earlier. The partigend to file any required notification forms withe FTC and the Antitrust Division for review
in connection with the merger and the other tratimas contemplated by the merger agreement asaopracticable.

Other Governmental Approvals

Neither KKR nor KFN is aware of any mategavernmental approvals or actions that are reguior completion of the merger other tt
those described above. It is presently contempligidif any such additional material governmeafgbrovals or actions are required, those
approvals or actions will be sought.

Dividend Policy and Share Repurchases

Subject to the provisions of applicable ltve holders of KKR common units are entitleddoaive, when and as declared by the board c
directors of KKR's managing partner, distributignhether payable in cash, property, or securitfdskR) out of the assets of KKR legally
available for such distributions.
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Listing of KKR Common Units Issued in the Merger

It is a condition to the closing of the mer that the KKR common units to be issued in tleegar be authorized for listing on the NYSE,
subject to official notice of issuance.

Delisting and Deregistration of KFN Common Shares

If the merger is completed, KFN common skawill cease to be listed on the NYSE and wiltkeegistered under the Exchange Act.

KKR Unitholder Approval is Not Required

KKR unitholders are not required to addyt nerger agreement or approve the merger orghanse of KKR common units in
connection with the merger.

Litigation Relating to the Merger

Since December 19, 2013, fifteen putatteelsholder class action lawsuits, referred to is firoxy statement/prospectus as the merger
lawsuits, were filed against KFN and certain ofihefiendants in connection with KFN entering into therger agreement. Five of the merger
lawsuits were filed in Superior Court of Californ@2ounty of San Francisco, which are referred tihis proxy statement/prospectus as the
California actions: (1)Braunv. KKR Financial Holdings LLC et al].Case No. CGC-13-536281, filed on December 1932(®) Martin v.

KKR Financial Holdings LLC et a, Case No. CGC-13-536297, filed on December 1932(R) Pariselliv. KKR Fund Holdings L.P. et a/.
Case No. CGC-13-536378, filed on December 23, 2f0)3Mancusov. KKR Financial Holdings LLC et aJ.Case No. CGC-13-536445, filed
on December 24, 2013; and (Bpwersv. KKR Financial Holdings LLC et al.Case No. CGC-13-536486, filed on December 27320
January 27, 2014, an amended complaint was filéldeBraunaction. On January 30, 2014, the parties to thédaila actions executed a
stipulation agreeing to consolidate the Califoraitions under the caption re KKR Financial Holdings LLC Shareholder Litian, Lead
Case No. CGC-13-536281. This stipulation has beesenmted to, but not yet approved by, the court.

One of the merger lawsuits was filed inthdted States District Court for the District obithern California, which is referred to in this
proxy statement/prospectus as the federal addoshey v. KKR Financial Holdings LLC et &liv. A. No. 3:14-cv-00495, filed on January 31,
2014. On February 12, 2014, the plaintiff in thisi@n moved for an order scheduling a preliminajymction hearing and authorizing the
plaintiff to conduct expedited discovery in suppafrthat motion.

Nine of the merger lawsuits were filedtie CCourt of Chancery of the State of Delaware, tiaie referred to in this proxy
statement/prospectus as the Delaware state cdiomsic(1) Parsonsv. KKR Financial Holdings LLC et al.C.A. No. 9210-CS, filed on
December 27, 2013; (Bushew. KKR Financial Holdings LLC et al.C.A. No. 9228-CS, filed on January 7, 2014; {8)etschner. Hazen
et al., C.A. No. 9232, filed on January 7, 2014-CS; Rhmpano Beach Police & Firefighters' Ret. SyKKR Financial Holdings LLC et al.
C.A. No. 9236-CS, filed on January 8, 2014; (yrwinv. KKR Financial Holdings LLC et al.C.A. No. 9237-CS, filed on January 8, 2014;
(6) Reiffmanv. KKR Financial Holdings LLC et al C.A. No. 9238-CS, filed on January 9, 2014; Gfeenev. Collins et al., C.A. No. 9242-
CS, filed on January 13, 2014; (8)pefitters Local Union No. 120 Pension Fund-arr et al., C.A. No. 9247-CS, filed on January 14, 2014;
and (9)DeMaurov. Collins et al., C.A. No. 9262-CS, filed on January 17, 2014. Re#dfmanandBusheycomplaints were voluntarily
dismissed on January 29, 2014. The remaining Detagtate court actions were consolidated undecdpéonin re KKR Financial Holdings
LLC Shareholder Litigatiol, Consol. C.A. No. 9210-CS, on January 31, 2014c¢hvis referred to in this proxy statement/prospséts the
Delaware action.
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Each of the merger lawsuits were filed ehddf of a putative class of KFN common sharehaldgrainst KFN, the individual members of
KFN's board of directors, KKR, Fund Holdings, anérgler Sub. The merger lawsuits allege variouslytttmmembers of the KFN board of
directors breached their fiduciary duties owed fENKcommon shareholders by approving the proposedenéor inadequate consideration;
approving the transaction in order to obtain beseiot equally shared by other KFN common sharedisjcentering into the merger agreemen
containing preclusive deal protection devicesjrigito take steps to maximize the value to be paitie KFN common shareholders; and
failing to disclose material information necessiayKFN common shareholders to make a fully infodhakecision about the proposed merger.
The merger lawsuits also seek to state claims agkiFN, KKR, Fund Holdings, and Merger Sub for agland abetting these alleged breache
of fiduciary duties. In addition, the complainte# in certain of the merger lawsuits which werasmidated into the Delaware action, as well
as the complaint in the federal action, allege Ki&R controlled KFN by means of the management egyent, and that, as a consequence,
KKR breached fiduciary duties it owed to KFN comnsdrareholders by causing KFN to approve the mexgexement. The amended
complaint in theBraunaction and the complaint in the federal actionHertallege that the preliminary proxy statemen#paztus filed on
January 15, 2014 contains materially false, incetepland misleading statements concerning, amdrgy titings, the background of the
transaction, the work performed by KFN's finaneidVisor, and certain financial projections for KFN.

The plaintiffs in the merger lawsuits geallgrseek, among other things, declaratory anchictive relief concerning the alleged breache
fiduciary duties, injunctive relief prohibiting tronsummation of the merger, rescission, an acomby defendants, damages and attorneys'
fees and costs, and other relief.

116




Table of Contents

THE MERGER AGREEMENT

The following describes the material provisionsh&f merger agreement, which is attached as Anntextiis proxy statement/prospectus
and incorporated by reference herein. The desapin this section and elsewhere in this proxyestant/prospectus is qualified in its entirety
by reference to the merger agreement. This sumdweg not purport to be complete and may not corgthiof the information about the
merger agreement that is important to you. KKR KRN encourage you to read carefully the merger agrent in its entirety before making
any decisions regarding the merger as it is thelepcument governing the merger.

The merger agreement and this summary of its teiaas been included to provide you with informatiegarding the terms of the
merger agreement. Factual disclosures about KKRYKF any of their respective subsidiaries or adidis contained in this proxy
statement/prospectus or their respective publiorepfiled with the SEC may supplement, update adify the factual disclosures about KKR,
KFN or their respective subsidiaries or affiliatesntained in the merger agreement and describéldisnsummary. The representatio
warranties and covenants made in the merger agraetmeKKR, Fund Holdings, Merger Sub and KFN warelidied and subject to importa
limitations agreed to by KKR, Fund Holdings, Mer@am and KFN in connection with negotiating therteiof the merger agreement. In
particular, in your review of the representationsdavarranties contained in the merger agreementdegtribed in this summary, it
important to bear in mind that the representatiamsl warranties were negotiated with the principafpose of allocating risk between the
parties to the merger agreement, rather than e&hliig matters as facts. The representations angamties may also be subject tc
contractual standard of materiality different frahse generally applicable to shareholders or hodde common units and reports and
documents filed with the SEC and in some casesquaidied by confidential disclosures that weredmdy each party to the other, which
disclosures are not reflected in the merger agragre otherwise publicly disclosed. Moreover, imftion concerning the subject matter of
the representations and warranties may have chasgext the date of the merger agreement and subsédevelopments or new information
qualifying a representation or warranty may haveméncluded in this proxy statement/prospectus.tRerforegoing reasons, the
representations, warranties and covenants or arscdptions of those provisions should not be rekmhe.

The Merger

Subject to the terms and conditions ofrtfezger agreement and in accordance with Delawauetltee merger agreement provides for the
merger of Merger Sub, an indirect subsidiary of K&fl a party to the merger agreement, with andiirtd. KFN will survive the merger as
an indirect subsidiary of KKR and the separatetkahiiability company existence of Merger Sub walase. After the completion of the men
the certificate of formation of KFN in effect immiately prior to the effective time will be the déidate of formation of the surviving entity,
until amended in accordance with applicable lavd, @ limited liability company agreement of KFNdffect immediately prior to the
effective time will be the limited liability compgragreement of the surviving entity until amendedécordance with its terms and applicable
law. After the completion of the merger, the offeef KFN immediately prior to the effective timelvbe the officers of the surviving entity
and the individuals designated by KKR prior to thesing of the merger will be the members of thardmf directors of the surviving entity.

Effective Time; Closing

The effective time will be at such timettttze parties file with the Secretary of Statehsf State of Delaware a certificate of merger,
executed in accordance with the relevant provisafribe Delaware Limited Liability Company Act, at such later date or time as is agreed t«
by the parties to the merger agreement and spéadifithe certificate of merger.
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Unless the parties agree otherwise, tharajoof the merger will occur at 10:00 a.m. (NewRktme), as soon as practicable, but in any
event within three business days, following thés§attion or waiver of the conditions to the mergesvided in the merger agreement (other
than conditions that by their nature are to besBad at the closing of the merger, but subje¢htosatisfaction or waiver of those conditions),
or at such other date or time as the parties torger agreement agree. For further discussidimeofonditions to the merger, see "—
Conditions to Consummation of the Merger." Theiparto the merger agreement have agreed to used¢hsbnable best efforts to coordinate
and cooperate so that the closing of the mergétakié place on the last business day of a calemdath.

KKR and KFN currently expect to complete therger in the first half of 2014, subject to iptef required approvals of holders of KFN
common shares and regulatory approvals and taatiefaction or waiver of the other conditions te thansactions contemplated by the merge
agreement described below.

Conditions to Consummation of the Merger
KKR and KFN may not complete the mergeessleach of the following conditions is satisfiedvaived:

. the merger agreement must have been adoptdwtaffirmative vote of the holders of at least garity of the outstanding KFN
common shares entitled to vote thereon on the dedate;

. the merger agreement must have been adopted laffitmeative vote of the holders of a majority oktbhutstanding KFN
common shares (other than those KFN common shatd$ii KKR or any affiliate of KKR) entitled to vethereon on the
record date;

. the waiting period applicable to the merger urtbe HSR Act, if any, must have been terminatedxpired, and all consents
required under any other antitrust law must hawenh#btained or any applicable waiting period thedsu must have been
terminated or expired;

. there must be no outstanding judgment, injunctiwder or decree of a competent U.S. federal oe sfavernmental authority
prohibiting or enjoining the completion of the mergr the other transactions contemplated by thgeneagreement;

. the registration statement of which this proxyestagnt/prospectus forms a part must have been ddatffiective by the SEC
and must not be subject to a stop order or simélstraining order by the SEC; and

. the KKR common units to be issued in the mergest have been approved for listing on the NYShjest to official notice of
issuance.

The obligations of each of KKR, Fund Holgsrand Merger Sub to effect the merger are sulabie satisfaction or waiver of the
following additional conditions:

. (1) the representations and warranties of KFbh@merger agreement (other than those relatitigetabsence of a material
adverse effect) that are qualified by a "materibleaise effect” qualification being true and corfeath at and as of the date of
merger agreement and at and as of the closinghé2epresentations and warranties of KFN in thegereagreement (other than
certain representations and warranties relatirtgaaapitalization of KFN, brokerage and findeees and takeover statutes) tha
are not qualified by a "material adverse effectilication being true and correct (without givieffect to any materiality
qualifications therein) at and as of the date efrtferger agreement and at and as of the closiogpefor failures to be true and
correct as would not, in the aggregate, constauteaterial adverse effect with respect to KFN, @)dhe representations and
warranties relating
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to the absence of a material adverse effect, thigatization of KFN, brokerage and finder's feed sakeover statutes being true
and correct at and as of the date of the mergereaggnt and at and as of the closing, except, inake of certain representatir
and warranties relating to the capitalization oMN\KFor anyde minimisnaccuracies (in all cases, however representatinds
warranties that are made as of a particular dapeeod must be true and correct (in the mannefostit above) only as of such
date or period);

. KFN having performed in all material respects thégations and agreements and having complied imaterial respects with
the covenants to be performed and complied with bgder the merger agreement at or before thengps

. there not having occurred any events that, indadighwor in the aggregate, constitute a materialeasky effect with respect to
KFN since the date of the merger agreement;

. the receipt of a certificate signed by the cleiedécutive officer or other senior officer of KFRrtifying that the three preceding
conditions have been satisfied;

. the receipt of a payoff letter reasonably acceptaKKR with respect to the termination of KFNX5® million credit facility,
dated as of November 30, 2012, and all commitmentgher extensions of credit thereunder and ttisfaation or discharge of
all amounts then due or outstanding thereundettandatisfaction, release and discharge of allrifgdnterests, mortgages or
liens over KFN and its subsidiaries' properties asgets securing such obligations, and the pagtéfrirequiring the
administrative agent under the credit agreemedetiwer all instruments necessary or desirablevidemce or effect the
foregoing; and

. receipt of a statement in accordance with TreaReulation Section 1.1445-11T(d)(2) certifying tB88%6 or more of the value
of the gross assets of KFN does not consist of ké&.property interests, or that 90% or more efwthlue of the gross assets of
the KFN does not consist of U.S. real propertyrgdes plus cash or cash equivalents.

The obligations of KFN to effect the mergee subject to the satisfaction or waiver of thtofving additional conditions:

. (1) the representations and warranties of KKR, Rdottlings and Merger Sub (other than those reldtintpe absence of a
material adverse effect) that are qualified by athémal adverse effect" qualification being truel aorrect both at and as of the
date of the merger agreement and at and as ofdbieg, (2) the representations and warrantieskbiRKFund Holdings and
Merger Sub in the merger agreement (other thamicertpresentations and warranties relating te¢#pétalization of KKR and
Merger Sub and brokerage and finder's fees) tleanair qualified by a "material adverse effect” dicaition being true and
correct (without giving effect to any materialityaifications therein) at and as of the date ofrttezger agreement and at and a:
of the closing, except for failures to be true andect as would not, in the aggregate, constauteaterial adverse effect with
respect to KKR, (3) the representations and waesamelating to the capitalization of KKR beingdrand correct in all material
respects at and as of the date of the merger agreeand at and as of the closing and (4) the reptasons and warranties
relating to the absence of a material adverse tedfed brokerage and finder's fees being true anecioat and as of the date of
the merger agreement and at and as of the closiradl Cases, however representations and warsatiia are made as of a
particular date or period must be true and coifiadhe manner set forth above) only as of suck dafperiod);

. each of KKR, Fund Holdings and Merger Sub havindgsmed in all material respects the obligationd agreements and

having complied in all material respects with tlogenants to be performed and complied with by darthe merger agreement
at or before the closing;
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. there not having occurred any events that, indsdighwor in the aggregate, constitute a materialeask effect with respect to
KKR since the date of the merger agreement; and

. the receipt of a certificate signed by a chief exiee officer or other senior officer of KKR ceftihg that the three preceding
conditions have been satisfied.

For purposes of the merger agreementgeiine tmaterial adverse effect” means, with respeet party to the merger agreement, any fact,
circumstance, event, change, occurrence or effatwwould have, or would reasonably be expectédt@, a material adverse effect on the
financial condition, business or results of operadiof the party and its subsidiaries, taken ab@ey provided, however, that a material
adverse effect with respect to any party will mmlide any fact, circumstance, event, change, oecce or effect directly or indirectly arising
out of or attributable to: (1) any decrease inrttagket price of KKR common units, in the case of &KKor KFN common shares, in the case of
KFN (but in either case not any event underlying diecrease to the extent the event would otheruisstitute a material adverse effect on the
party); (2) conditions, events, or circumstancasegally affecting the principal businesses or iides in which the party and its subsidiaries
operate; (3) changes in generally accepted acamuptinciples, referred to in this proxy statemgspectus as GAAP, applicable law or
accounting standards, or in any interpretation AA8, applicable law or accounting standards; (4raes in any analyst's recommendations,
any financial strength rating or any other recomdagions or ratings as to KKR or KFN, as the casg b or their respective subsidiaries
(including, in and of itself, any failure to meetadyst projections); (5) the failure, in and okifs of KKR or KFN, as the case may be, to meet
any expected or projected financial or operatinggumance target publicly announced or providethtoother party prior to the date of the
merger agreement, as well as any change, in aitsketff by KKR or KFN, as the case may be, in arpezted or projected financial or
operating performance target as compared with amget publicly announced or provided to the ottetypprior to the date of the merger
agreement (but, in either case, not any event Wyidgrthe failure or change to the extent the ewentild otherwise constitute a material
adverse effect on the party); or (6) any changatewelopments in United States, Europe, Asia doaleconomic, regulatory or political
conditions in general (including the outbreak aradgtion of hostilities or acts of war or terrorisrar generally affecting the financial, debt,
credit or securities markets in the United Staesppe, Asia or elsewhere in the world, includihgrges in interest rates and commodities
prices, or any natural disaster; provided, howdvat the exceptions in clauses (2), (3) and (6yaboay be taken into account in determining
whether a material adverse effect has occurresl i@asonably expected to occur to the extent (fytto the extent) the event has a materially
disproportionate impact on the party and its subsgk relative to other participants in the prpadibusinesses or industries in which the party
and its subsidiaries operate.

KFN Shareholder Approval

KFN has agreed to hold a special meetingFifl common shareholders as soon as is practiedtdethe date the registration statement
(of which this proxy statement/prospectus is a)partieclared effective by the SEC for the purpaisSKFN common shareholders voting on the
adoption of the merger agreement. The merger agneeraquires KFN to submit the merger agreemeatdioareholder vote (1) even if the
board of directors of KFN no longer recommends &dopf the merger agreement and (2) regardletiseofommencement, public proposal,
public disclosure or communication to KFN of anyjaisition proposal (as described below). The badidirectors of KFN, acting upon the
unanimous recommendation of the transaction coreenif the board of directors of KFN, has approved declared advisable the merger
agreement and the transactions contemplated tharebyecommended that holders of KFN common slaatept the merger agreement.

For purposes of the merger agreementgiine tacquisition proposal” means any proposal fardfom any person other than KKR or its
subsidiaries with respect to (1) a merger, conatibe,
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acquisition, share exchange, business combinatanganization, recapitalization, dissolution, ldation or similar transaction involving KF
(2) any purchase of an equity interest (includiggri®ans of a tender or exchange offer) represeatirgmount equal to or greater than a 15%
voting or economic interest in KFN or (3) any puasé of assets, securities or ownership interegtesenting an amount equal to or greater
than 15% of the consolidated asset value (includimyg the portion of the value of the equity intgeeof the subsidiaries of KFN that is actu
owned directly or indirectly by KFN) or consoliddtaet revenues of KFN (including only the portidritee revenues attributable to the equity
interests of the subsidiaries of KFN that is adyuaivned directly or indirectly by KFN); providetidt the calculation of consolidated asset
value and consolidated net revenues includes belyhconsolidated interests in variable interesties that are held directly or indirectly by
KFN so that the total asset value or revenueseétitire variable interest entity is not includedhe calculation.

KFN Preferred Shares

The merger agreement provides that each RBW5% Series A Preferred Share that is outstgridimediately prior to the merger will
remain outstanding as a preferred share of KFkhasurviving entity in the merger, immediatelMdoling the merger.

No Solicitation by KFN of Alternative Proposals

The merger agreement contains detailedigions prohibiting KFN from seeking an alternatpy@posal to the merger. Under these "no
solicitation" provisions, KFN has agreed that itlats subsidiaries will not, and it will use reaabie best efforts to cause its and its subsidi
directors, officers, employees, agents, investrbankers, attorneys, accountants and other repegsest not to, directly or indirectly, except
as otherwise permitted by the merger agreement:

. initiate or solicit or knowingly encourage amguiries with respect to, or the making of an asijoin proposal;

. engage in any negotiations concerning, or pmwidy confidential information or data to any perselating to, an acquisition
proposal;

. approve or recommend, or propose publicly to app@vecommend, any acquisition proposal;

. approve or recommend, or propose publicly to appavrecommend, or execute or enter into, anyrleftstent, agreement in
principle, merger agreement, acquisition agreenaptipn agreement or other similar agreement rgjattd any acquisition
proposal; or

. propose publicly or agree to do any of the foirg relating to any acquisition proposal.

The merger agreement requires KFN andulisigliaries to (1) cease and cause to be termimatg@xisting activities, discussions or
negotiations with any person conducted prior todhie of the merger agreement with respect to guisiion proposal and (2) request that
each third party that executed a confidentialityeagnent that relates to an acquisition proposarbdhe date of the merger agreement retu
destroy all confidential information furnished teetthird party by KFN or on its behalf before ttegedof the merger agreement.

Notwithstanding these restrictions, the geeagreement provides that, under specified cistantes at any time before KFN shareholder
vote in favor of the adoption of the merger agresim& KFN receives a written unsolicited bona figequisition proposal after the date of the
merger agreement that the board of directors of IK&bldetermined in good faith, after consultation
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with its outside legal counsel and financial adkss@) constitutes a superior proposal (as destttieéow) or (2) could reasonably be expected
to result in a superior proposal, KFN may:

. furnish nonpublic information to a third party thatikes an acquisition proposal, if, before furmgtthe information, KFN
receives an executed confidentiality agreement prittvisions no less restrictive to the third pawith respect to the use or
disclosure of nonpublic information than the coafitality agreement in effect between KFN and Ki&Rd

. engage in discussions or negotiations with hiirel {party with respect to the acquisition proposal

For purposes of the merger agreementgetine tsuperior proposal" means a bona fide writequéasition proposal (except that references
in the definition of "acquisition proposal" to 158e replaced by 50%) made after the date of thgen@greement by any person other than
KKR or its subsidiaries on terms that the boardicéctors of KFN determines in good faith, aftensoltation with its outside legal counsel :
financial advisors, and considering the factors tha board of directors of KFN considers to berappate (including the timing and likeliho
of consummation of the proposal), are more faver&dKFN and the holders of KFN common shares thariransactions contemplated by the
merger agreement, taking into account any changfeetmerger proposed by KKR.

KFN has also agreed in the merger agreethahit will promptly orally notify KKR of any regest for information or any inquiries,
proposals or offers relating to an acquisition s indicating, in connection with the notice, tfeame of the person making the request,
inquiry, proposal or offer and the material termd aonditions of any proposals or offers, and ihatll provide to KKR written notice of any
inquiry, proposal or offer within 24 hours of treguest or inquiry, proposal or offer and copiearof written or electronic correspondence t
from any person making an acquisition proposal. K&kequired to keep KKR informed orally, as sosrr@asonably practicable, of the status
of any acquisition proposal, including with resptecthe status and terms of any proposal or offerna@hether any proposal or offer has been
withdrawn or rejected, and to provide to KKR writtieotice of any withdrawal or rejection and coméany written proposals or requests for
information within 24 hours. KFN has also agreegrovide any information to KKR (not previously pided to KKR) that it provides to
another person pursuant to these provisions atamtially the same time it provides the informattorthe other person.

The merger agreement provides that notinirige merger agreement will prevent KFN, the bazrdirectors of KFN and any committee
thereof (including the transaction committee) froemplying with its disclosure obligations under &aKd-9 and 148-of the Exchange Act «
from issuing a "stop, look and listen" or similanemunication or making any disclosure if the baafrdirectors of KFN or any committee
thereof (including the transaction committee) deiaes, in good faith, after consultation with KFNlgtside legal counsel, that the failure to dc
so would be inconsistent with KFN's directors' fiuy duties under applicable law of the State efdWare; provided, however, that if the
disclosure has the effect of a change of recomntamdéas described below), KKR will have the rightterminate the merger agreement unde
certain circumstances, as described in "—Terminaticthe Merger Agreement.”

Change in KFN Board Recommendation

The merger agreement provides that nettieeboard of directors of KFN nor any committeer¢oé (including the transaction committee)
will, directly or indirectly, effect a change ofa@mmendation. For purposes of the merger agreetienterm "change of recommendation”
means to (1) withdraw, modify or qualify, or puljipropose to withdraw, modify or qualify, in a nreer adverse to KKR, Fund Holdings or
Merger Sub, the recommendation of the board ottbrs of KFN
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that holders of KFN common shares adopt the mexgezement, (2) approve, adopt or recommend, oigbylpropose to approve, adopt or
recommend, any acquisition proposal, (3) in theneeéthe commencement of a tender offer or exchanftgr for any outstanding shares of
KFN's capital stock (including the KFN common sisdyéail to include in any public statement relatedhe tender offer or exchange offer or
the merger agreement (other than any "stop, lodKiaten" or similar communication) a statement tha recommendation of the board of
directors of KFN that holders of KFN common shaadept the merger agreement has not changed oringféo the prior recommendation of
the board of directors of KFN that holders of KFdivanon shares adopt the merger agreement, or @nraend that holders of KFN common
shares not adopt the merger agreement.

Notwithstanding the terms above or any oteen of the merger agreement to the contraryjestibo the conditions described below, K
may, at any time prior to KFN common shareholdeting in favor of the adoption of the merger agreatin response to the receipt of a
written unsolicited bona fide acquisition propostiér the date of the merger agreement that didesotit from a breach of KFN's non-
solicitation obligations under the merger agreem@ntterminate the merger agreement in order terénto a definitive written agreement w
respect to the acquisition proposal or (2) effechange of recommendation, if, prior to taking afiyhe foregoing actions:

. the board of directors of KFN determines in godthfaafter consultation with its outside legal ceghand financial advisors,
that (A) failure to terminate or change its recomdation would reasonably be expected to be inctamdisvith KFN's directors'
fiduciary duties under applicable law of the Swft®elaware and (B) the acquisition proposal coutss a superior proposal;

. KFN provides to KKR written notice of its intentida terminate the merger agreement or changesdtsimendation at least
four business days before taking the action; and

. the board of directors of KFN continues to belieafter taking into account any modifications to thems of the transactions
contemplated by the merger agreement that areeoffey KKR after its receipt of the notice refertedn the preceding bullet
point, that the acquisition proposal continuesaostitute a superior proposal.

Any material amendment to the financiafhteror any other material amendment of the acqoisftroposal will require that KFN provide
to KKR a new written notice of its intention to t@inate the merger agreement or effect a changecofmmendation, and the board of director:
of KFN will be required to comply again with therégoing requirements; provided, however, that dierence to four business days will be
deemed to be a reference to two business days.

Further, notwithstanding the terms abovargr other term of the merger agreement to theragntthe board of directors of KFN may, at
any time prior to KFN common shareholders votindaivor of the adoption of the merger agreemengotfa change of recommendation (othel
than in response to the receipt of a written ucgeli bona fide acquisition proposal, which is sgbjo the provisions described above) if,
before effecting a change of recommendation:

. the board of directors of KFN, after consultatisith its outside legal counsel, determines indyfaith that failure to do so
would be inconsistent with KFN's directors' fidugiguties under applicable law of the State of Delee;

. KFN provides to KKR written notice of its intéoih to do so at least four business days befoliagake action; and
. the board of directors of KFN continues to belieafter taking into account any modifications to thems of the transactions

contemplated by the merger agreement that areeoffey KFN after its receipt of the notice refertedn the preceding bullet
point, that failing to do so
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would be reasonably likely to be inconsistent iKifN's directors' fiduciary duties under applicalale of the State of Delawal

Merger Consideration

The merger agreement provides that, a¢tfeetive time, each KFN common share issued atstanding immediately prior to the
effective time (other than KFN common shares hglé&bnd Holdings or any subsidiary of Fund Holdingd) automatically be converted into
the right to receive 0.51 KKR common units, togethigh cash in lieu of fractional KKR common unitsany. Any KFN common shares held
by Fund Holdings or any subsidiary of Fund Holdimg no longer be outstanding and will automatigdle cancelled and retired and cease t
exist, and no payment will be made with respethéon, at the effective time.

KKR will not issue any fractional KKR commainits in the merger. Instead, each holder of KBkimon shares that are converted
pursuant to the merger agreement who otherwisedimave received a fraction of a KKR common unit i entitled to receive, from the
exchange agent appointed by KKR pursuant to thgenexgreement, a cash payment in lieu of the fraatiunits representing the holder's
proportionate interest in the proceeds from the bglthe exchange agent of the aggregate numid@KRfcommon units to be delivered in the
merger over the aggregate number of whole (norifraal) KKR common units to be distributed to halslef KFN common shares in the
merger.

Treatment of Equity Awards
Under the merger agreement, KFN equity-th@seards will be treated at the effective timed®mivs:

Options. As of the effective time, each option (whethested or unvested) to purchase KFN common shiaa¢sstoutstanding
immediately prior to the effective time will be @alled and converted into the right to receive moant in cash equal to the excess of the cas
value of the number of KKR common units that a koldf one KFN common unit would be entitled tohe tmerger (determined by reference
to the average closing price of a KKR common uaédrahe 10 trading day period ending on the tradiag immediately preceding the closing
date) over the exercise price per KFN common séapgect to the option. The option consideratior kgl paid in a lump sum as soon as
practicable after the effective time but in no eMater than 10 business days following the effexctime. If any option to purchase KFN
common shares has an exercise price per KFN consimeme that is greater than the cash value of thibauof KKR common units that a
holder of one KFN common unit would be entitledrtahe merger (determined by reference to the aesctosing price of a KKR common u
over the 10 trading day period ending on the trgdiay immediately preceding the closing date) abigon will be cancelled without payment
as of the effective time.

Restricted Shares. At the effective time, each restricted KFN coomshare (other than any restricted KFN commoneshiaeld by the
manager) issued and outstanding under KFN's 208reShcentive Plan for KKR Financial Holdings LL&5 amended from time to time,
which is referred to in this proxy statement/pragps as the 2007 Share Plan, will be convertedamtamber of restricted KKR common units
(having the same terms and conditions, includingieable vesting requirements, as applied to tis&ricted KFN share immediately prior to
the effective time) that a KFN common share wowddekchanged for in the merger (with fractional KE&nmon units to be aggregated and
rounded to the nearest whole unit), and KKR witiase the 2007 Share Plan and any award agreersaatithereunder pursuant to which
such restricted KFN share has been granted in tod@ovide for the foregoing. At the Effective Témany restricted KFN common shares |
by the manager will automatically be cancelled estited and will cease to exist.
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Phantom Shares. Each phantom share credited to a participantsunt under the KKR Financial Holdings LLC Non4ilayee
Directors' Deferred Compensation and Share Awaad,Rihich is referred to in this proxy statememtgpectus as the Deferred Compensatior
Plan, will, immediately upon the effective timet@matically be converted into the right to recedvgl validly issued KKR common units
(with fractional KKR common units to be aggregadéed rounded to the nearest whole unit), but wilkotvise remain outstanding following
the effective time and be distributed pursuanhtoterms of the Deferred Compensation Plan.

Adjustments to Prevent Dilution

If, before the effective time, KKR or KFMclares a stock dividend or other distribution fdgyan KFN common shares or KKR common
units, as applicable, or securities convertiblereisable or exchangeable into KFN common shar&K& common units, as applicable, or
effects a stock split, reclassification, combinatiexchange of shares (other than any regularepiarssuances of KKR common units madi
KKR in accordance with its quarterly exchange pssg@r other similar change, the exchange ratibbgiladjusted to reflect fully the
appropriate effect of the change.

Withholding

KFN (or the surviving entity after the effive time), KKR, the exchange agent and any atipgticable withholding agent will be entitled
to deduct and withhold from the consideration othge payable pursuant to the merger agreementauchints as are required to be deducte
and withheld with respect to the making of the pagta under applicable tax law. To the extent thadwnts are withheld and timely paid over
to the applicable taxing authority, the withheldeamts will be treated as having been paid to thptiegble person in respect of which the
deduction and withholding was made.

Dividends and Distributions

The merger agreement requires the padiesdrdinate so that holders of KFN common shaoesad receive in respect of the same
calendar quarter both (1) a quarterly distribuiionespect of the holders’ KFN common shares ajpd (Riarterly distribution in respect of the
KKR common units issuable pursuant to the mergezeagent. In addition, the merger agreement prowiugsno dividends or other
distributions declared or made after the effectie with respect to KKR common units having a reladate after the effective time will be
paid to the holder of any unsurrendered certificatel no cash payment in lieu of fractional KKR coeam units will be paid to any such hold
until the holder surrenders the certificate. Subje@pplicable law of the State of Delaware, fadlog surrender of any such certificate, the
holder of the KKR common units issued in exchangkreceive, without interest, (A) at the time afreender, the amount of dividends or ot
distributions with a record date after the effegtiime payable with respect to the KKR common uguitd not paid, less the amount of any
withholding taxes which may be required, and (Bthatappropriate payment date subsequent to sarethe amount of dividends or other
distributions with (i) a record date after the effee time but prior to surrender and (ii) a paymeate subsequent to surrender that are payab
with respect to the KKR common units, less the amofiany withholding taxes which may be required.

Regulatory Matters

See "Special Factors—Regulatory Approvats @learances Required for the Merger" beginningange 82 of this proxy
statement/prospectus for a description of the nategulatory requirements for the completiontsf tmerger.
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Each of the parties to the merger agreetmantagreed to use its reasonable best efforestidvie any objections that a governmental
authority may assert with respect to the transast@mntemplated by the merger agreement underraitguat law. Notwithstanding the
foregoing, KKR, KFN and their respective subsidiarare not required to agree, and are not pernidtadree without the other party's prior
written consent, to take any action or accept amgition, restriction, obligation or requirementhwviespect to KKR, KFN or any of their
respective subsidiaries or affiliates or their #melr respective subsidiaries' or affiliates' as#dt (1) would reasonably be expected to require
KKR, KFN or their respective subsidiaries or a#iks to sell, license, transfer, assign, leasppdesof or hold separate any material busine
assets or (2) would reasonably be expected totrasahy material limitations on KKR or KFN or theespective subsidiaries or affiliates to
own, retain, conduct or operate all or a matergatipn of their respective businesses or assets.

Termination of the Merger Agreement

KKR and KFN may terminate the merger agrenat any time prior to the closing, whether befor after holders of KFN common
shares have adopted the merger agreement, by mritteh consent.

In addition, either KKR or KFN may termieahe merger agreement at any time prior to theiredpif:

. there is any law or regulation that makes cotinieof the merger illegal or otherwise prohibited,f any judgment, injunction,
order or decree of a competent United States fedestate governmental authority enjoining thetiparfrom completing the
merger is entered and has become final and nonigiybegprovided that the party seeking to termimmatesuant to this provision
is required to have used its reasonable best effomender inapplicable the law or regulationesnove the judgment, injunctic
order or decree as required by the merger agreement

. the merger is not completed on or before Septerh®e2014; provided, however, that the right to teate pursuant to this
provision will not be available to any party whda#ure to perform any covenant or obligation unthey merger agreement has
been the primary cause of, or resulted in, theifaibf the merger to occur on or before Septembe014;

. at the special meeting (including any adjourntogrpostponement of the special meeting) the nmeageeement is not adopted
by the affirmative vote of the holders of at leashajority of the outstanding KFN common sharegledtto vote thereon on the
record date, voting together as a single classtt@tolders of a majority of the outstanding KFdnenon shares (other than
those KFN common shares held by KKR or any aftliat KKR); provided, however, that the right tontgmate pursuant to this
provision will not be available to any party whda#ure to perform any covenant or obligation unthey merger agreement has
been the primary cause of, or resulted in, theifaibf the KFN shareholder approval to be obtaioed;

. the other party has materially breached anysofépresentations, warranties, covenants or agnaésnsontained in the merger
agreement, or if any fact, circumstance, eventhghaoccurrence or effect has occurred, which breadact, circumstance,
event, change, occurrence or effect would resuténfailure of certain closing conditions to b&sfeed on or prior to the
September 16, 2014, and the breach or fact, ciramos, event, change, occurrence or effect isaymlzle of being cured or is
not cured by the earlier of (1) 30 business datex afritten notice is received by the party allegede in breach or with respect
to which a fact, circumstance, event, change, seoge or effect is alleged to have occurred an&éptember 16, 2014.
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In addition, KKR may terminate the merggrement if, at any time before the adoption ofrttezger agreement by KFN common
shareholders, (1) a change of recommendation lasred or (2) an acquisition proposal is publiaimaunced or disclosed (or any person
publicly announces an intention (whether or notdittonal) to make an acquisition proposal) after tate of the merger agreement and the
board of directors of KFN fails to affirm the recorandation of the board of directors of KFN thatdsos of KFN common shares adopt the
merger agreement by the later of (A) five busirdesss before the special meeting (as it may be adgmlior postponed) and (B) five business
days after receipt of a written request by KKR ¢oso (or the shorter period but not less than tugirtess days as may exist between the d
the public announcement or disclosure of the a@gpnsproposal and the special meeting).

In addition, KFN may terminate the merggre@ment at any time before the adoption of thegeresgreement by KFN shareholders in
order to enter into a definitive written agreemeith respect to a superior proposal, provided K&l has complied in all material respects
with its obligations under described above undeN&-Solicitation by KFN of Alternative Proposals tht+—Change of KFN Board
Recommendation” and pays to Merger Sub or its design immediately available funds the terminapagment (as described below) unless
the termination payment obligation is waived by §erSub.

In some cases, termination of the mergezeagent may require KFN to pay a termination payrteeiMerger Sub or its designees as
described below under "—Termination Payment anceBgps."

Termination Payment and Expenses

The merger agreement provides that KFMgsiired to pay a termination payment of $26.25iom|lwhich is referred to in this proxy
statement/prospectus as the termination paymeMetger Sub or its designee (unless the paymeigathin is waived by Merger Sub) if the
merger agreement is terminated by:

. KKR because a change of recommendation has occurred

. either KKR or KFN because the merger agreementneaadopted at the special meeting (including atjguanment or
postponement of the special meeting) at a time idi€R had the right to terminate the merger agredrhenause of a change
recommendation;

. KFN in order to enter into a definitive writteigreement with respect to a superior proposal,

. either KKR or KFN because (1) the merger iscmtpleted on or before September 16, 2014 or @jrtbrger agreement was
not adopted at the special meeting (including at)jglanment or postponement of the special meetary),an acquisition
proposal was publicly announced or disclosed (grp@rson publicly announced an intention to makaaquisition proposal)
within certain time periods specified in the merggreement and (2) within 12 months after the datermination, KFN enters
into a letter of intent, agreement-in-principleqaisition agreement or other similar agreement wépect to, or publicly
announces, a business combination (as describedet completes a business combination; and

. KKR on the basis of a breach by KFN of any repres@ns, warranties, covenants or agreements cedan the merger
agreement (provided that the breach did not argse br relate to a breach of KKR's obligation tasathe manager not to ca
KFN to fail to comply in any material respect witte merger agreement) (1) following the public ammeement or disclosure of
an acquisition proposal or the intention by anysparto make an acquisition proposal that was nibtdréwn prior to the
termination and (2) within 12 months after the tigration, KFN enters into a letter of intent, agresmin-principle, acquisition
agreement or
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other similar agreement with respect to, or puplainounces, a business combination or consumradtesiness combination.

For purposes of the merger agreementeiime tbusiness combination" means (1) a merger,aigagion, acquisition, share exchange,
business combination, reorganization, recapitaimadissolution, liquidation or similar transactimvolving KFN, (2) any purchase of an
equity interest (including by means of a tendeexarthange offer) representing an amount equal ¢peater than a 50% voting or economic
interest in KFN or (3) any purchase of assets, rit&sior ownership interests representing an armegqual to or greater than 50% of the
consolidated asset value (including only the partibthe value of the equity interests of the sdilsies of KFN that is actually owned directly
or indirectly by KFN) or consolidated net revenoé&FN (including only the portion of the revenuatributable to the equity interests of the
subsidiaries of KFN that is actually owned direathjindirectly by KFN); provided that the calcutatiof consolidated asset value and
consolidated net revenues includes only the undiolaged interests in variable interest entitied #ra held directly or indirectly by KFN so t
the total asset value or revenues of the entinablarinterest entity is not included in the caitidn.

Generally, all costs and expenses incurrewdnnection with the merger agreement and theséretions contemplated by the merger
agreement will be paid by the party incurring tRpenses, except that expenses incurred in connegtth filing, printing and mailing of the
registration statement of which this proxy statetfpgnspectus forms a part and this proxy statemesgpectus (including filing fees) will be
shared equally by Fund Holdings and KFN. Howevfahe merger agreement is terminated by either KIKRFN because the merger
agreement was not adopted at the special meetinlyding any adjournment or postponement of theigpeeeting), KFN is required to
indemnify and hold harmless KKR, Fund Holdings aelger Sub (unless waived by those parties) famaeof their respective reasonable
out-of-pocket costs, fees and expenses not to exX&&& million in the aggregate; provided, howeteat upon payment of the termination
payment in full, KFN will no longer be requireditdemnify and hold harmless KKR, Fund Holdings &erger Sub for their costs, fees and
expenses. In addition, if it is judicially determadhthat termination of the merger agreement wagagon of a willful or intentional breach of
the merger agreement, then, in addition to othmedBes at law or equity for a willful or intentidri@each of the merger agreement, the party
found to have willfully or intentionally breacheldet merger agreement will be required to indemnify hold harmless the other parties (unles:
waived by the other parties) for certain of thespective reasonable out-of-pocket costs, feegxpenses.

Conduct of Business Pending the Consummation of tHderger

Under the merger agreement, each of KKRKIA has undertaken certain covenants that plesteictons on it and its respective
subsidiaries from the date of the merger agreemnatiltthe effective time, unless the other partyegiits prior written consent (which cannot
unreasonably withheld, conditioned or delayedpaddition, KFN has generally agreed that it will €bhduct the business of KFN and its
subsidiaries in all material respects only in théirary course of business and in a manner comsistall material respects with past practice
and (2) use commercially reasonable efforts togrkessubstantially intact its business organizadiod maintain and preserve intact its busi
relationships.

Subject to certain exceptions set fortthenmerger agreement and the disclosure schedeligsréd by KFN to KKR in connection with
the merger agreement, unless KKR consents in \gr{tithich consent cannot be unreasonably withheldditioned or delayed), KFN has
agreed to certain restrictions limiting its andréspective subsidiaries' ability to, among othérgs:

. amend or otherwise change KFN's certificate of fatiom or operating agreement;
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. issue, deliver, sell, grant, pledge, dispose @rant a lien on, or permit a lien to exist on, ahgres of any class of capital stock
of KFN or any of its subsidiaries, any other votsegurities or other ownership interests, or artioap, warrants, convertible
securities or other rights of any kind to acquing ahares of capital stock, voting securities aritygnterests, or any "phantom"
share, "phantom" share rights, share appreciaigrs; share-based units or other similar intereSkFN or any of its
subsidiaries (except for the issuance of KFN comstwres issuable pursuant to the exercise of aptiatstanding on the date
of the merger agreement in accordance with theingeor the crediting of additional phantom shaeewi(issuance of KFN
common shares in settlement thereof) under theriBefeCompensation Plan in accordance with the tasvesresult of deferral
elections previously made (and not otherwise tinnelyoked) in respect of 2013 and 2014 compensdititime ordinary course
business, and the dividend reinvestment featurernthe Deferred Compensation Plan);

. sell, lease, license, pledge or dispose of, ortgrdien or permit a lien to exist on, any propestiinvestments or other assets or
any interests therein of KFN or any of its subsidsthat have an aggregate value in excess 00$®00;

. declare, set aside, make or pay any dividenghlge in cash, equity securities, property or otl&g, with respect to any of its
capital stock, except for (1) dividends by any ¢fKs wholly-owned subsidiaries to KFN or any ofdther wholly-owned
subsidiaries and (2) any regular quarterly distiddumade by KFN in an amount up to $0.22 per Kehmon share for any
quarterly distribution (subject to the limitatiodescribed under "—Dividends and Distributions");

. adjust, reclassify, combine, split, subdivide ataem, or purchase or otherwise acquire any ohjtétal stock, voting securities
or other ownership interests or any securities edihle into or exchangeable or exercisable foitaaptock, voting securities
other ownership interests (except for the withhajddf KFN common shares in respect of the paymétiteoexercise price or
taxes upon the exercise of any options, the vestit-N common restricted shares or the settlernéphantom units);

. (1) acquire, including by merger, consolidation oquisition of stock or assets or any other busigessbination or by any oth
manner, any corporation, partnership, other busineganization or any business, division or eqmitgrest thereof, or (2) incur
any indebtedness for borrowed money or issue abiys#eurities or assume, guarantee or endorsghernse become
responsible for, the obligations of any persomnake any loans or advances or capital contributioor investment in, any
person, except to employees in the ordinary coofrbeisiness and in a manner consistent with pastipe or to KFN or any
wholly-owned subsidiary of KFN;

. modify in any material respect any accountintigies or procedures, other than as required by 8/&Aapplicable law;

. (1) make any change to any material method>ohtxounting, (2) make, change or rescind any natex election, (3) settle or
compromise any material tax liability or consenatty claim or assessment relating to a materiauatnaf taxes, (4) file any
amended tax return, (5) file any claim for refuridianaterial amount of taxes, (6) enter into amgiclg agreement relating to a
material amount of taxes or (7) waive or extendstia¢ute of limitations in respect of material tsxe

. except (1) for the acceleration of the vestingx$ting phantom shares and restricted KFN commanest (2) as required by

provisions of the merger agreement relating taitbatment of equity awards or (3) to ensure thgthamefits plan is not then ¢
of compliance with applicable law or the termstof benefits plan on the date of the merger agregemen
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(A) adopt, enter into, terminate or amend any hienpfan, (B) increase in any manner the compemsati benefits of any
director, officer, employee or independent contradiC) grant or pay any change-in-control, retamtiseverance or termination
pay to, or increase in any manner the changsirtrol, retention, severance or termination payao§ current or former directc
officer, employee or independent contractor, (dngrany equity or equity-based awards or make @ay o any employee or
independent contractor (other than the creditingdafitional phantom shares (and issuance of KFNneomshares in settlement
thereof) under the Deferred Compensation Plandora@ance with the terms thereof as a result ofrdafelections previously
made (and not otherwise timely revoked) in resp&@013 and 2014 compensation in the ordinary @afdusiness, and the
dividend reinvestment feature under the Deferresh@msation Plan), (E) take any action to fund arip other way secure the
payment of compensation or benefits under any litsrén; or (F) hire or terminate any officer, doyee or independent
contractor;

. except as required by applicable law or any judgrbgra court of competent jurisdiction, (1) paysaliarge, settle or satisfy any
claims, liabilities, obligations or litigation thate material to KFN and its subsidiaries, takea a#ole, other than the payment,
discharge, settlement or satisfaction in the omgicaurse of business and in a manner consistahtpaist practice of in
accordance with their terms, of liabilities disédsreflected or reserved against in the finarstetements (or the notes thereto)
contained in KFN's filings with the SEC (for amosinbt in excess of such reserves) or incurred shedate of the financial
statements in the ordinary course of businessrmadmanner consistent with past practice, (2) darematerial indebtedness
or (3) waive or assign any claims or rights of matesalue;

. (1) enter into, (2) terminate or cancel, exagpén it may be commercially reasonable to do sofaiBto exercise a right to
renew on terms commercially reasonable to KFN pn{ddify or amend in any material respect, anyestain types of contrac
of KFN specified in the merger agreement; or

. agree in writing or otherwise commit to take anyhaf foregoing actions.

Subject to certain exceptions set fortthenmerger agreement and the disclosure schedeligsréd by KKR to KFN in connection with
the merger agreement, unless KFN consents in @r{tithich consent cannot be unreasonably withh@dditioned or delayed), KKR has
agreed to certain restrictions limiting its andréspective subsidiaries' ability to, among othérgs:

. amend or otherwise change the organizational dontgveé KKR, Fund Holdings or Merger Sub, exceptdoy amendments or
changes that would not (1) materially delay, matsrimpede or prevent the completion of the meiaat (2) adversely affect
the holders of KFN common shares in any materigeet differently than the holders of KKR commoiitsin

. declare, set aside, make or pay any extraordinaspecial dividend or distribution, payable in castuity securities, property
otherwise, with respect to any KKR common units;

. (1) acquire or merge with any business, personvisidn, if entering into a definitive agreemenlating to the acquisition or
merger would be reasonably likely to, or (2) inany indebtedness for borrowed money or issue abyseurities if the
incurrence or issuance would be reasonably likelyrt either case, (A) materially delay the effeetiess of the registration
statement of which this proxy statement/prospeftitras a part or (B) materially delay, materiallygede or prevent the
completion of the merger;

. issue, deliver, sell, grant or dispose of any KkKdteon units or shares of any class of capital sté¢kkKR, any other voting

securities or other ownership interests of KKRawny options, warrants, convertible securities beotights of any kind to
acquire any KKR common units, or

130




Table of Contents

any "phantom" stock, "phantom" stock rights, stapkreciation rights, stock-based units or otheilaimmterests of KKR
(except, in each case, (1) in the ordinary coursguding the issuance of equity-based awards ragylar quarterly issuances of
KKR common units made by KKR in accordance withgigsirterly exchange process and sales pursuardedain prospectus
previously filed with the SEC by KKR), (2) for thesuance of KKR common units issuable pursuarttécsettiement of awards
with respect to directors, employees and serviogigers of KKR or its affiliates outstanding on tthate of the merger
agreement or as may be granted in the ordinaryseour all cases in accordance with customary feomg) in connection with
acquisitions, business combinations, joint ventarestrategic alliances or similar transactions);

. adjust, reclassify, combine, split or subdivide &R common units, or any capital stock, votingugéges or other ownership
interests of KKR or any securities convertible intoexchangeable or exercisable for KKR commonsumitcapital stock, voting
securities or other ownership interests of KKR; or

. agree in writing or otherwise commit to take anyhaf foregoing actions.

Indemnification; Directors' and Officers' Insurance

The merger agreement provides that, faeréog of six years from and after the effectivedjrKKR and the surviving entity in the merger
will be required to maintain in effect (1) the aemt provisions (or provisions no less favorablgjareing exculpation and indemnification of
present or former officers and directors contaimetthe organizational documents of KFN and its glibges and (2) any agreements of KFN
and its subsidiaries with any of their respectixespnt or former directors and officers that previights to exculpation or indemnification for
acts or omissions occurring at or prior to the @ffe time (whether asserted or claimed prior tmrafter the effective time, including any
matters arising in connection with the transactiomstemplated by the merger agreement). In addittmmerger agreement provides that f
and after the effective time, KKR and the survivingity will be required to indemnify, defend anoldhharmless, and provide advancement o
expenses (including advancing attorneys' fees apéreses incurred in advance of the final dispasitibany actual or threatened claim, suit,
proceeding or investigation to the fullest extestrpitted under applicable law, provided that angspe to whom fees and expenses are
advanced provides an undertaking to repay suchnaéedf it is ultimately determined that such personot entitled to indemnification) to, t
present and former officers and directors of KFMiast all losses, claims, damages, costs, expeiaiities or judgments that are paid in
settlement of or in connection with any action lokse, relating to or arising out of the fact thatdr she is or was an officer or director of KFN
or its subsidiaries prior to the effective time,atler asserted or claimed prior to, or at or after effective time (including acts or omissions
occurring in connection with the approval of thergez agreement and the completion of the transastontemplated by the merger
agreement) to the fullest extent provided or paaditinder the organizational documents of KFN ésmdlbsidiaries and any indemnification
agreement entered into between KFN or its subsédiand the director or officer, and to the fullestent permitted under applicable law.

In addition, the merger agreement provities if KKR does not elect to purchase a "tail'ediiors' and officers' liability insurance policy
for KFN's present and former officers and directwith coverage for six years following the effeetiime, and with coverage and amounts an
terms and conditions no less favorable to the @/gersons than the existing policies of directmd officers' liability insurance maintained
by KFN, KFN may purchase a six year "tail" insurampolicy; provided that KFN may not, without KKR'snsent, make a premium paymer
the extent it exceeds 300% of the current annwehjum paid by KFN for its directors' and officdrability insurance (or as much comparable
"tail" insurance as possible for that amount). FNKis unable to purchase any such "tail" insurai¢€R is required to cause Merger Sub to, at
KFN's request, purchase and maintain (and
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honor the obligations under), during the six-yeaigrd beginning on the date of the effective timétail* insurance policy with respect to
directors' and officers' liability insurance of cpanable coverage and amounts and containing temthsanditions no less favorable, in the
aggregate, to the officers and directors of KFNKBSI's existing policies with a claims period of giars from the effective time; provided,
however, that Merger Sub is not required to payarban 300% of the current annual premium paid B Kor its directors' and officers'
liability insurance as the aggregate premium fer'tiail" insurance policies for its entire period Which case Merger Sub will obtain as much
comparable "tail" insurance as possible for thabm).

Amendment and Waiver

The merger agreement provides that it negrhended by the parties at any time before or thiteadoption of the merger agreement by
KFN shareholders, but after any such approval,mereiment is permitted that by applicable law rezgifurther approval or authorization by
the holders of KFN common shares without such &rrépproval or authorization.

At any time prior to the effective time, RK(with respect to KKR, Fund Holdings and Mergebiand KFN (by approval of the
transaction committee of the board of directorKBN) may, to the extent legally allowed, (1) extehd time for the performance of any of the
obligations or other acts of the other partiesw@jve any inaccuracies in the representationsaardanties contained in the merger agreemen
or in any certificate delivered pursuant to the geeragreement and (3) waive compliance with anth@fagreements or conditions contained ir
the merger agreement or in any document delivenesljant to the merger agreement.

Remedies; Specific Performance

The merger agreement provides that, iretlemt KFN pays the termination payment (describetbu"—Termination Payment and
Expenses") to Merger Sub or its designee when redukKFN will have no further liability to KKR, FuhHoldings or Merger Sub or their
respective affiliates, except in the case of fraudny willful or intention breach of any provisiofthe merger agreement. In addition, the
merger agreement provides that nothing in the nmexgeeement will relieve any party of any liabilftyr fraud or any willful or intentional
breach of any provision of the merger agreemerg. merger agreement also provides that the partesmditled to an injunction to violations
or threatened violations of the merger agreememtauspecifically enforce the merger agreement.

Representations and Warranties

The merger agreement contains represensatind warranties made by KKR, Fund Holdings andgeteSub to KFN, and representations
and warranties made by KFN to KKR, Fund Holdingd Berger Sub. These representations and warramies been made solely for the
benefit of the other parties to the merger agre¢med:

. may be intended not as statements of fact or ofdnéition of the parties to the merger agreemetitar respective
subsidiaries, but rather as a way of allocatingriieto one of the parties if those statements@to be inaccurate;

. have been qualified by disclosures that wereariadhe other party in connection with the nedimtiaof the merger agreement,
which disclosures may not be reflected in the meageeement;

. may apply standards of materiality in a way thatifeerent from what may be viewed as material do pr other investors; and
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. were made only as of the date of the merger agneteonesuch other date or dates as may be spedifigee merger agreement
and are subject to more recent developments.

The representations and warranties madmtiyKKR, Fund Holdings and Merger Sub, on the loaed, and KFN, on the other hand,
relate to, among other things:

. organization, standing, power and similar matters;

. power and authority to enter into the merger agedrand complete the transactions contemplatetidynerger agreement;

. capitalization;

. required consents and approvals of governmenthbaities, and absence of certain conflicts, in @mtion with the transactions

contemplated by the merger agreement;

. the absence of a material adverse effect;

. documents filed with the SEC, financial statetaéncluded in those documents and internal comivel financial reporting;
. this proxy statement/prospectus and the registratatement of which it forms a part;

. absence of certain litigation;

. brokerage and finder's fees;

. compliance with law;

. absence of undisclosed liabilities;

. business operations since September 30, 2013; and

. regulation under the Investment Company Act.

Additional representations and warrantieslenonly by KFN relate to, among other things:

. subsidiaries;

. taxes;

. title to properties;

. benefits plans

. certain contracts of KFN;

. the opinion received from the financial advisothe transaction committee of the board of directdisFN;
. takeover statutes; and

. insurance policies.

Additional representations and warrantieslenonly by KKR, Fund Holdings and Merger Sub eetat among other things:

. operations of Merger Sub;

. status under provisions of KFN's operating agwea relating to ownership of KFN's capital stoakd
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. no knowledge of certain persons that any repretentar warranty of KFN made in the merger agreenmenntrue or inaccurs
as of the date of the merger agreement.

Additional Agreements

It is a condition to the closing of the iger that the KKR common units to be issued in cotioe with the merger be approved for listing
on the NYSE, subject to official notice of issuance

In addition, the merger agreement provities until the closing of the merger, the managiimaet, and KKR will cause the manager not
to, in its capacity as manager of KFN, take anjoacfunless acting at the direction of the boardioéctors of KFN) that would cause KFN to
fail to comply in any material respect with anytloé provisions of the merger agreement.

The merger agreement also contains covemalaiting to, among other things, cooperatiomegreparation of this proxy
statement/prospectus and the holding of the spe@ating, access to information and confidentiattg tax treatment of the merger, public
announcements, dispositions of equity securitighérmerger by persons who may be subject to fartiag requirements of Section 16(a) of
the Exchange Act, litigation related to the mergetjce of certain matters, activities of Mergeb%und approvals.
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL ST ATEMENTS

The unaudited pro forma condensed combste@ ments of operations for the year ended Deae®ih@012 and for the nine months
ended September 30, 2013 combine the historicadinlated statements of operations of KKR and Kgiding effect to the merger as if it h
occurred on January 1, 2012. The unaudited prodaromdensed combined statement of financial camdés of September 30, 2013 combi
the historical consolidated statement of financ@idition of KKR and KFN, giving effect to the mergas if it had occurred on September 30,
2013. The historical consolidated financial infotioa has been adjusted in the unaudited pro foromalensed combined financial statemen
give effect to pro forma events that are (1) diseattributable to the merger, (2) factually supgpbte, and (3) with respect to the statements o
operations, expected to have a continuing impa¢hercombined results. The unaudited pro forma ensed combined financial information
should be read in conjunction with the accompanyioggs to the unaudited pro forma condensed comlfinancial statements. In addition,
unaudited pro forma condensed combined financiatimation was based on and should be read in cotipmwith the:

. separate historical audited financial statementskiR as of and for the year ended December 31, 20tPthe related notes
included in KKR's Annual Report on Form 10-K foethear ended December 31, 2012, which is incorpdtay reference into
this proxy statement/prospectus;

. separate historical audited financial statemeht6FN as of and for the year ended December 8122nd the related notes
included in KFN's Annual Report on Form 10-K foetyear ended December 31, 2012, which is incorpdray reference into
this proxy statement/prospectus;

. separate historical unaudited financial statemehk&R as of and for the nine months ended Septer&be2013 and the relat
notes included in KKR's Quarterly Report on FormQ@or the quarterly period ended September 3032@hich is
incorporated by reference into this proxy staterpeaspectus; and

. separate historical unaudited financial statemehkd=N as of and for the nine months ended Septer@®e2013 and the relat
notes included in KFN's Quarterly Report on Forrm €or the quarterly period ended September 3032@hich is
incorporated by reference into this proxy staterpeaspectus.

The unaudited pro forma condensed combiin@dcial information has been presented for infational purposes only and is based or
most current information available. The pro forméimation is not necessarily indicative of whag tombined company's financial positiol
results of operations actually would have beenthadnerger been completed as of the dates indicktedldition, the unaudited pro forma
condensed combined financial information does nop@rt to project the future financial positionaperating results of the combined
company.

The unaudited pro forma condensed combiin@dcial information has been prepared using tigisition method of accounting under
existing U.S. generally accepted accounting priesipor GAAP standards, which are subject to chamgkinterpretation. KKR has been
treated as the acquirer in the merger for accogmimposes. The acquisition accounting is depengson certain valuations and other studies
that have yet to commence or progress to a stageawhere is sufficient information for a defingimeasurement. Accordingly, the pro forma
adjustments are preliminary and have been madby $otethe purpose of providing unaudited pro foromdensed combined financial
information. Differences between these preliminestimates and the final acquisition accounting wasur and these differences could have ¢
material impact on the accompanying unaudited pnm#
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condensed combined financial statements and théioech company's future results of operations amanitial position.

The unaudited pro forma condensed combiin@dcial information does not reflect any costiegs, operating synergies or revenue
enhancements that the combined company may acagaeesult of the merger or the costs to intedhet®perations of KKR and KFN or the
costs necessary to achieve these cost savingstimgesynergies and revenue enhancements.
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Unaudited Pro Forma Condensed Combined Statementd Binancial Condition

As of September 30, 2013

(Amounts in Thousands)

Pro Forma Pro Forma
KKR KFEN* Adjustments** Combined
Assets
Cash and Cash Equivaler  $ 1,112,311 $ 221,98t $ — $ 1,334,30
Cash and Cash Equivalent:
Held at Consolidated
Entities 436,77 472,48: — 909,25
Restricted Cash and Cash
Equivalents 45,49( 37,20° — 82,69"
Investments 44,263,122 7,172,11. (6,32 (a) 51,428,90
Due From Affiliates 133,74t — (3,847 (b) 129,89¢
Other Asset: 2,168,59! 568,20: 466,31¢ (c) 3,203,12.
Total Assets $ 48,160,05 $ 8,471,99 $ 456,14 $ 57,088,18
Liabilities & Equity
Debt Obligation: $ 2,027,111 $ 579161 $ (271,409 (d) $ 7,547,32
Due to Affiliates 96,77: 8,83¢ (3,847 (e) 101,76:
Accounts Payable, Accruec
Expenses and Other
Liabilities 2,527,87! 176,48! 1,437 (f) 2,705,79
Total Liabilities 4,651,76- 5,976,93' (273,819 10,354,88
Redeemable Noncontrolling
Interests 574,06! — — 574,06!
Equity
KKR & Co. L.P. Partners'
Capital 2,495,09: 2,133,43 729,95! (9) 5,358,48.
Noncontrolling Interest 40,439,12 361,62. — 40,800,75
Total Equity 42,934,22 2,495,05; 729,95! 46,159,23
Total Liabilities &
Equity $ 48,160,05 $ 8,471,99 $ 456,14 $ 57,088,18

The accompanying notes to the unaudited pro formnaensed combined financial statements are anraitpart of these

statements.

* For purposes of the unaudited pro forma condenseibined financial statements, certain reclassificatwere made to
KFN's historical financial statements to confornttiose classifications used by KKR. The reclassiiims are explained
in Note 3. Accounting Policies and Financial Staten@assificationdeginning on page 109 of this proxy

statement/prospectus.

*x The pro forma adjustments are explainetllate 6. Pro Forma Adjustmertieginning on page 115 of this proxy

statement/prospectL
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Unaudited Pro Forma Condensed Combined Statement @perations
For the nine months ended September 30, 2013

(Amounts in Thousands, Except Unit Data)

Pro Forma Pro Forma
KKR KFEN* Adjustments** Combined
Revenues
Fees $ 537,64: $ 84,11¢ $ (62,687 (h) $ 559,07
Expenses
Compensation and
Benefits 860,90! 3,83( (3,830 (i) 860,90!
Occupancy and Relate
Charges 46,03¢ 80¢ (809) () 46,03¢
General, Administrativi
and Othe 279,90t 129,39: (58,044 (k) 351,25:
Total Expenses 1,186,84 134,03: (62,68%) 1,258,19!
Investment Income /
(Loss)
Net Gains (Losses) fro
Investment Activities 4,598,75! 79,70¢ — 4,678,46
Dividend Income 370,01 7,90: — 377,91
Interest Incom 352,25( 331,94( (12,327 () 672,86:
Interest Expens (72,697) (144,85) 11,327 () (206,21)
Total Investment
Income (Loss) 5,248,32! 274,70: — 5,523,02
Income (Loss) Before
Taxes 4,599,12. 224,78t — 4,823,91
Income Taxes 25,52¢ 434 6,00z (m) 31,96
Net Income (Loss) 4,573,59i 224,35: (6,002) 4,791,95
Less: Net Income (Los
Attributable to
Redeemable
Noncontrolling
Interests 25,99: — — 25,99:
Less: Net Income (Los
Attributable to
Noncontrolling
Interests 4,134,29: — 18,90¢ (n) 4,153,20.

Less: Preferred Share
Distributions — 20,52( — 20,52(
Net Income (Loss)
Attributable to
KKR & Co. L.P . $ 41331: $ 203,83: $ (24,910 $ 592,23

Net Income (Loss
Attributable to
KKR & Co. L.P.
Per Common
Unit
Basic $ 15 % 1.01 $ 1.5¢
Diluted $ 1.4C $ 1.01 $ 1.4¢
Weighted Average
Common Units
Outstanding
Basic 270,484,22 201,824,09 (97,363,77) (0) 374,944,54
Diluted 296,181,07 201,824,09 (97,363,77) (o) 400,641,39

The accompanying notes to the unaudited pro formna@ensed combined financial statements are anraltpart of these
statements



*%*

For purposes of the unaudited pro forma condengeibined financial statements, certain reclassificatwere made to
KFN's historical financial statements to confornttiose classifications used by KKR. The reclassiifins are explained
in Note 3. Accounting Policies and Financial Staten@assificationsdeginning on page 141 of this proxy

statement/prospectus.

The pro forma adjustments are explainetllagte 6. Pro Forma Adjustmertgginning on page 147 of this proxy
statement/prospecttL
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Unaudited Pro Forma Condensed Combined Statement @perations

For the year ended December 31, 2012

(Amounts in Thousands, Except Unit Data)

Pro Forma
KKR KEN* Adjustments**
Revenues
Fees $ 568,44. $ 64,53t $ (82,11¢)
Expenses
Compensation and
Benefits 1,280,85. 5,00z (5,009
Occupancy and Related
Charges 58,20¢ 1,36z (1,362)
General, Administrative
and Othe 259,72¢ 147,06; (75,75
Total Expenses 1,598,78: 153,42¢ (82,11¢)
Investment Income / (Loss
Net Gains (Losses) from
Investment Activities 7,871,67. 144,02. —
Dividend Income 940,88t 2,37¢ —
Interest Incom: 358,59¢ 503,86 (29,360)
Interest Expens (69,164) (216,609 19,36(
Total Investment
Income (Loss) 9,101,99! 433,65¢ —
Income (Loss) Before
Taxes 8,071,64 344,76: —
Income Taxes 43,40¢ (3,467) 11,46¢
Net Income (Loss) 8,028,24. 348,23( (11,46¢)
Less: Net Income (Loss)
Attributable to
Redeemable
Noncontrolling Interest 34,96: — —
Less: Net Income (Loss)
Attributable to
Noncontrolling Interest 7,432,44! — 44,49
Net Income (Loss)
Attributable to
KKR & Co. L.P . $ 560,83¢ $ 348,23( $ (55,960
Net Income (Loss)
Attributable to
KKR & Co. L.P.
Per Common Unit
Basic $ 2.3t % 1.9
Diluted $ 221 % 1.87
Weighted Average
Common Units
Outstanding
Basic 238,503,25 177,838,21  (73,377,89)
Diluted 254,093,16  187,423,09  (82,962,77)

Pro Forma
Combined

(h $ 550,86

i
() 58,20¢

) 1,280,85.

(k) 331,03
1,670,009

8,015,69!

943,26°
() 843,09
0) (266,41))

9,535,64!
8,416,41.

(m) 51,40

8,365,00:i

34,96:

(n)  7,476,93

$ 85310
$ 2.4¢
$ 2.3¢

(0) 342,963,557
(0) 358,553,48

The accompanying notes to the unaudited pro fomnaensed combined financial statements are anraitpagrt of these statements.

*

For purposes of the unaudited pro forma condensetbined financial statements, certain reclassificatwere made to KFN's

historical financial statements to conform to thokessifications used by KKR. The reclassificatians explained ilNote 3. Accounting
Policies and Financial Statement Classificatidoeginning on page 141 of this proxy statement/progys.

*%k
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Notes to Unaudited Pro Forma Condensed Combined Famcial Statements

(in thousands, except per share data)
1. Description of Transaction

On December 16, 2013, KFN, KKR, Fund Holgiand Merger Sub entered into a merger agreemenstiant to which, subject to the
terms and conditions set forth in the merger agesgnKFN will be acquired by Fund Holdings, a sdieiy of KKR. If the merger is approved
by KFN common shareholders and the other conditiom®mpletion of the merger that are describetthisiproxy statement/prospectus are
satisfied or waived, KFN will merge with and intoek@jer Sub, KFN continuing as the surviving entyaa indirect subsidiary of KKR. At the
effective time of the merger, each issued and antihg KFN common share will be converted intoriht to receive 0.51 KKR common
units. Fractional shares shall be entitled to rexaicash payment in lieu of any fractional KKR ceom units. Each KFN option that is
outstanding and unexercised immediately prior éodfiective time of the merger will be cancelled @onverted into the right to receive an
amount in cash equal to the excess of (1) the ealsie of the number of KKR common units that a kolaf a KFN common share would be
entitled to receive, over (2) the exercise priceKfeN common share subject to such option immebjigigor to the merger. Each KFN
outstanding phantom share under KFN's Non-Empl@®jesctors' Deferred Compensation and Share Awaad Bhall automatically be
converted into the right to receive 0.51 KKR comnomits. Each preferred share of KFN shall remainatstanding preferred share of KFN as
the surviving entity following the merger.

2. Basis of Presentation

The unaudited pro forma condensed combiin@dcial information was prepared using the adtjais method of accounting and was
based on the historical financial statements of Kdfld KFN. The acquisition method of accountingasea in accordance with Accounting
Standards Codification Topic 80Business Combinationsvhich is referred in this proxy statement/prospsas ASC 805, and uses the fair
value concepts defined in Accounting Standards fidadion Topic 820Fair Value Measurementsvhich KKR has adopted as required. Thes
existing U.S. GAAP standards are subject to chamgkinterpretation.

ASC 805 requires, among other things, tirtssets acquired and liabilities assumed bgnéed at their estimated fair values as of the
acquisition date. In addition, it establishes #ay equity-based consideration transferred be medsu the closing date of the merger at the
then-current market price. This particular requieairwill likely result in a per common unit equitpmponent that is different from the amoun
assumed in these unaudited pro forma condenseditedfinancial statements.

Under the acquisition method of accountthg,assets acquired and liabilities assumed wilideorded as of the completion of the mer
at their respective fair values and added to tld$&KR. Financial statements and reported resultgperations of KKR issued after complet
of the merger will reflect these values, but wit e retroactively restated to reflect the higt@rfinancial position or results of operations of
KFN. In addition, under ASC 805, acquisition-rethteansaction costs (i.e., advisory, legal, vatratother professional fees) are not included
as a component of consideration transferred bua@reunted for as expenses in the periods in whieltosts are incurred. The unaudited pro
forma condensed combined statements of operatmn®treflect any acquisition-related transactiosts. However, total acquisition-related
transaction costs expected to be incurred by KK&RKIRN, which are estimated to be approximately $ million and $ million,
respectively, are reflected in the unaudited prsmBbcondensed combined statement of financial tiondas an increase to accounts payable,
accrued expenses and other liabilities.
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Notes to Unaudited Pro Forma Condensed Combined Famcial Statements (Continued)
(in thousands, except per share data)
2. Basis of Presentation (Continued)

Accounting Standards Codification Topic BRfir Value Measurementiefines the term "fair value" and sets forth thieiaon
requirements for any asset or liability measure@iatvalue, expands related disclosure requiremantl specifies a hierarchy of valuation
techniques based on the nature of the inputs wséeMelop the fair value measures. Fair value finel@ as "the price that would be received tc
sell an asset or paid to transfer a liability inoaderly transaction between market participantt@measurement date." This is an exit price
concept for the valuation of the asset or liahilityaddition, market participants are assumecdetbuyers and sellers in the principal (or the
most advantageous) market for the asset or liphHiir value measurements for an asset assunteghest and best use by these market
participants. Many of these fair value measuremesutsbe highly subjective and it is also possibé bther professionals, applying reasonabls
judgment to the same facts and circumstances, cmvdlop and support a range of alternative estichamounts

KFN has historically been externally marchgad advised by an indirect subsidiary of KKR par# to the management agreement. U
that agreement, KKR manages KFN's day-to-day ojpeiaind performs all services and activities inegato the management of KFN's assets
liabilities and operations, subject to the directamd oversight of KFN's board of directors. While management agreement will continue
the merger, the fee income and operating expemskretated balance sheet accounts previously rémagibetween KKR and KFN will be
eliminated in consolidation and therefore the mnorfa effect of those eliminations are reflectethiese unaudited pro forma condensed
combined financial statements. This accountingneat is referred to as the "effective settlemefthe management agreement.

There are certain entities that have hisitly been consolidated by KKR that hold investihsen structured financing vehicles that are
consolidated by KFN. As such, these investmentsralatied income statement amounts will be elimith@teconsolidation and therefore the
forma effects of those eliminations are reflectethiese unaudited pro forma condensed combineddiakstatements.

3. Accounting Policies and Financial Statement Cla#ications

Upon consummation of the merger, KKR wélview KFN's accounting policies. As a result ofttteview, KKR may identify differences
between the accounting policies of the two compatiiat, when conformed, could have a material impa¢he consolidated financial
statements. The unaudited pro forma condensed oeumhliinancial statements do not assume any diffe®in accounting policies.

For purposes of the unaudited pro formadeased combined financial statements, certainssifieations were made to KFN's historical
financial statements to conform to those clasdificg used by KKR. Upon completion of the mergekR<will review KFN's accounting
policies and financial statement classifications.aesult of that review, it may become necessanyake additional reclassifications to the
consolidated financial statements.

141




Table of Contents

Notes to Unaudited Pro Forma Condensed Combined Famcial Statements (Continued)
(in thousands, except per share data)
3. Accounting Policies and Financial Statement Clagfications (Continued)

Financial statement reclassifications affected below:

Classification of KFN's Unaudited Condensed Consalated Balance Sheet When Combined with
KKR's Unaudited Condensed Consolidated Statement dfinancial Condition
As of September 30, 2013
(Amounts in Thousands)

KFN Classification KKR Classification
Assets
Cash and Cash Equivalel $ 221,98t Cash and Cash Equivalel

Restricted Cash and Cash Equivalent 509,68¢ Cash and Cash Equivalents Held at
Consolidated Entities $472,481 / Restric
Cash and Cash Equivalents $37,.

Securities 519,67 Investment:
Corporate Loans, Nt 6,153,07. Investment:
Equity Investments, Estimated Fair 191,15! Investments
Value
Oil and Gas Properties, N 372,03: Other Asset:
Derivative Asset: 35,34¢ Other Asset:
Interest and Principal Receival 38,58t Other Asset:
Other Assets 430,44¢ Other Assets $122,235 / Investments
$308,214
Total Assets $ 8,471,99.
Liabilities
Collateralized Loan Obligation Secure $4,903,43! Debt Obligations
Notes
Collateralized Loan Obligation Junior 193,92: Debt Obligations
Secured Notes to Affiliate
Credit Facilities 48,48¢ Debt Obligation:
Senior Note: 362,25, Debt Obligation:
Junior Subordinated Nott 283,51° Debt Obligation:
Accounts Payable, Accrued Expenses 74,737 Accounts Payable, Accrued Expenses, and
and Other Liabilities Other Liabilities $73,880 / Due to Affiliat
$857
Accrued Interest Payable 16,497 Accounts Payable, Accrued Expenses, and
Other Liabilities
Accrued Interest Payable to Affiliat 4,13¢ Due to Affiliates
Related Party Payab 3,847 Due to Affiliates
Derivative Liabilities 86,10¢ Accounts Payable, Accrued Expenses, and
Other Liabilities
Total Liabilities 5,976,93!
Shareholders' Equity
Paid-in-Capital 3,313,400 KKR & Co. L.P. Partners' Capital
$2,951,778 / Noncontrolling Interests
$361,62z
Accumulated Other Comprehensive L (29,697 KKR & Co. L.P. Partners' Capit
Accumulated Defici (788,65") KKR & Co. L.P. Partners' Capit
Total Shareholders' Equity 2,495,05;
Total Liabilities and Shareholders' $ 8,471,99.
Equity
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Notes to Unaudited Pro Forma Condensed Combined Famcial Statements (Continued)
(in thousands, except per share data)

3. Accounting Policies and Financial Statement Clagfications (Continued)

Classification of KFN's Unaudited Consolidated Statment of Operations When Combined with
KKR's Unaudited Consolidated Statement of Operatios
For the Nine Months Ended September 30, 2013
(Amounts in Thousands)

KFEN Classification KKR Classification
Revenues
Loan Interest Incom $272,91¢ Interest Incom
Securities Interest Incon 39,32¢ Interest Incom:
Oil and Gas Revent 84,11¢ Fees
Other 10,03 Dividend Income $7,903/ Interest Income
$2,130
Total Revenues 406,39t
Investment Costs and Expense
Interest Expens 118,36t Interest Expens
Interest Expense to Affiliate 26,48¢ Interest Expens
Provision for Loan Losses 20,407 Net Gains (Losses) from Investme
Activities
Oil and Gas Production Cos 26,42( General, Administrative and Oth
Oil and Gas Depreciation, Depletion ar 29,91( General, Administrative and Other
Amortization
Other 2,531 General, Administrative and Oth
Total Investment Costs and Expense 224,11
Other Income
Net Realized and Unrealized Gain on 125,39° Net Gains (Losses) from Investm
Investment Activities
Net Realized and Unrealized Loss on (5,012 Net Gains (Losses) from Investm:e
Derivatives and Foreign Exchan Activities
Net Loss on Restructuring and (20,269 Net Gains (Losses) from Investme
Extinguishment of Dek Activities
Other Income 17,56¢ Interest Incom:
Total Other Income 117,68:

Other Expenses
Related Party Management Compensé 56,74« General, Administrative and Other $54,6'
Compensation and Benefits $2,(

General, Administrative and Directors 13,13¢ General, Administrative and Other $10,5

Expenses Compensation and Benefits $1,757 /
Occupancy and Related Charges $

Professional Service 5,28¢ General, Administrative and Oth

Total Other Expenses 75,17(

Income Before Income Tax 224,78¢

Income Tax Expense (Benet 434 Income Taxes (Benefi

Preferred Share Distributiol 20,52( Preferred Share Distributiol

Net Income Available to Commor $ 203,83:

Shareholders
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Notes to Unaudited Pro Forma Condensed Combined Famcial Statements (Continued)
(in thousands, except per share data)

3. Accounting Policies and Financial Statement Clagfications (Continued)

Classification of KFN's Audited Consolidated Staterent of Operations When Combined with
KKR's Audited Consolidated Statement of Operations
For the Year Ended December 31, 2012
(Amounts in Thousands)

KFEN Classification KKR Classification
Revenues
Loan Interest Incom $411,73¢ Interest Incom:
Securities Interest Incon 76,64: Interest Incom
Oil and Gas Revent 64,53 Fees
Other 2,56( Dividend Income $2,379/ Interest Income
$181
Total Revenues 555,47:
Investment Costs and Expense
Interest Expens 165,02 Interest Expens
Interest Expense to Affiliate 51,58¢ Interest Expens
Provision for Loan Losses 46,49¢ Net Gains (Losses) from Investmt
Activities
Oil and Gas Production Cos 28,98( General, Administrative and Oth
Oil and Gas Depreciation, Depletion ar 21,93: General, Administrative and Other
Amortization
Other 4,35¢ General, Administrative and Oth
Total Investment Costs and Expense 318,37!
Other Income
Net Realized and Unrealized Gain on 183,75 Net Gains (Losses) from Investm
Investment Activities
Net Realized and Unrealized Loss on (2,09]) Net Gains (Losses) from Investm:
Derivatives and Foreign Exchan Activities
Net Realized and Unrealized Gain on 9,29¢ Net Gains (Losses) from Investm
Residential Mortgac¢-Backed Securitie Activities
Net Loss on Restructuring and (44%) Net Gains (Losses) from Investme
Extinguishment of Dek Activities
Other Income 15,30: Interest Incom
Total Other Income 205,82.

Other Expenses
Related Party Management Compensé 72,33¢ General, Administrative and Other $70,0!
Compensation and Benefits $2,2

General, Administrative and Directors 19,157 General, Administrative and Other $15,0i

Expenses Compensation and Benefits $2,733 /
Occupancy and Related Charges $1,

Professional Service 6,661 General, Administrative and Oth

Total Other Expenses 98,15"

Income Before Income Tax 344,76:

Income Tax Expense (Benet (3,461 Income Taxes (Benefi

Net Income Available to Common $ 348,23(

Shareholders
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Notes to Unaudited Pro Forma Condensed Combined Famcial Statements (Continued)
(in thousands, except per share data)
4. Preliminary Estimated Acquisition Consideration

The following is a preliminary estimateaaisideration expected to be transferred to effecticquisition of KFN pursuant to the merger
agreement:

(Amounts in Thousands,
Except Per Share/Unit Data)

Number of KFN common shares outstanding at SepteB8he2012 204,82:
Exchange ratic 0.51
Number of KKR common units issut 104,46(
KKR common unit price on January 8, 2014 $ 25.7¢
Estimated fair value of issued KKR common ul $ 2,692,98
Plus: Estimated value of Management Agreement éegxof market(k 160,00(
Total preliminary estimated acquisition considena $ 2,852,98

The restricted KFN common shares are includederkthN common shares outstanding. No additional idenation is
attributable to outstanding KFN options as the eiserprice is below the current trading price of\KEommon shares.
Additionally, no consideration is attributable t&K phantom shares, which is already reflectedlebdity in the net assets
acquired.

€) The estimated equity consideration expectdgbtvansferred reflected in these unaudited pnmdocondensed combined
financial statements does not purport to represbiat the actual consideration transferred will beewthe merger is
consummated. In accordance with ASC 805, the fdirevof equity securities issued as part of thesiclemation
transferred will be measured on the closing dath®inerger at the then-current market price. Tégsirement will
likely result in a per common unit equity componeifferent from the $25.78 assumed in these unaddito forma
condensed combined financial statements and tffatefice may be material. An increase or decref$&.00 in the
KKR common unit price on the closing date of thegee compared to the share price assumed in theasedited pro
forma condensed combined financial statements wioglgase or decrease the consideration expectes transferred t
approximately $105 million, which would result ircarresponding increase or decrease to goodwill.

(b) Represents incremental consideration stemming fheneffective settlement of the management agreebetween KKF
and KFN upon consummation of the merger. The manageagreement represents a preexisting contraetiadiionship
between the parties to the business combinatidrirtredfect becomes settled from an accountingpestve upon the
merger. In connection with this effective settlemédKR is anticipated to recognize a gain equah®amount by which
the management agreement is favorable to KKR wberpared with pricing for current market transacdidor similar
investment management arrangements, not to exheemhtractual termination fee provisions of thenagement
agreement. The effective settlement of the manageagreement is accounted for separately from tistnbess
combination and the deemed payment in the amouthieagain results in incremental acquisition coesation for the
transaction. The analysis of the fair value ofrir@nagement agreement has not been completed, tretd$ore in its
preliminary stages. Based on the limited analysas has been conducted to date, we believe therrabke range of
possible outcomes for the gain that may be recoislbdtween approximately $60 million and $260 ianil] with the higt
end of the range representi
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Notes to Unaudited Pro Forma Condensed Combined Famcial Statements (Continued)
(in thousands, except per share data)
4. Preliminary Estimated Acquisition Consideration(Continued)

the contractual termination payment that would be t be paid by KFN to KKR to terminate the mamaget agreemel
as of September 30, 2013. Because the analydie dair value of the management agreement is jprééminary stages,
the gain amount reflected in the unaudited pro foomndensed combined financial statements of $li@mrepresents
the midpoint of the range described above. As swehhelieve this gain amount could reasonably emeeor decrease by
$100 million from the amount reflected in the uniéedi pro forma condensed combined financial stateéspevhich wouls
increase or decrease goodwill accordingly. The eaatgpve represents management's best current gstfrthe
reasonably possible gains that may be recordedilmaseurrently available information and estimatad assumptions
that KKR's management believe are reasonable the afate of this proxy statement/prospectus. Artheffactors
underlying these estimates and assumptions mayeharprove to be materially different, and théneates and
assumptions may not be representative of factsirgiat the closing date of the merger, and itisgible that no gain is
ultimately recorded on the effective settlementhef management agreement if the pricing for cunmsntket transactions
for similar investment management arrangementstisrchined to be consistent with the managementeaugst at the
date of closing of the merge

5. Preliminary Estimated Purchase Price Allocation

The following is a preliminary estimatetbé assets to be acquired and the liabilities tasseimed by KKR in the merger,
reconciled to the estimated consideration expetctdx transferred:

(Amounts in Thousands)

Book value of net assets acquired at Septembet@@B  $ 2,495,05:
Adjusted for:

Preferred share (361,629
Adjusted book value of net assets acqu $ 2,133,43
Adjustments to

Investments(a 58,11¢

Other assets(¢ (9,357%)

Debt obligations(a 206,95

Accounts payable, accrued expenses and otheritiied

@ (1,437)

Goodwill(b) 465,27!

Preliminary estimated acquisition considera $ 2,852,98

(a) To adjust the carrying value of certain asaat$liabilities to fair value.

(b) Goodwill is calculated as the difference bedwéhe acquisition date fair value of the consitlenaexpected to be
transferred and the values assigned to the assgiged and liabilities assumed. Goodwill is notoatized.

In the case of this transaction, there vmer&nown intangible assets identified.
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Notes to Unaudited Pro Forma Condensed Combined Famcial Statements (Continued)
(in thousands, except per share data)
5. Preliminary Estimated Purchase Price AllocationContinued)

The allocation of the estimated acquisittionsideration for KFN is preliminary because trerger with KFN has not yet been completed
The preliminary allocation for KFN is based on essties, assumptions, valuations and other actiwitlégsh have not yet been finalized in or
to make a definitive allocation. Accordingly, thegorma adjustments to allocate the acquisitiomsateration will remain preliminary until
KKR's management determines the final acquisitmms@eration and the fair values of assets acquiretdof liabilities assumed. The final
determination of the acquisition consideration @kion is anticipated to be completed as soonagipable after the closing of the merger.
final amounts allocated to assets acquired anditiab assumed, including intangible assets, califfibr materially from the amounts presen
in the unaudited pro forma condensed consolidatesh€ial statements.

6. Pro Forma Adjustments

The adjustments included in the column wilde heading "Pro Forma Adjustments"” on the urtaeddiro forma condensed combined
financial statements represent the following:

Unaudited Pro Forma Condensed Combined Statemenfiofancial Condition

€)) Investments

September 30
2013
To adjust certain investments to fair va $ 58,11¢
To eliminate investments held at consolidated iestil (64,44°)
Total adjustments to Investmel $ (6,32¢)
* There are certain entities that have historichéen consolidated by KKR that hold investmentstinctured

financing vehicles that are consolidated by KFN s@ish, these investments and corresponding deldbevil
eliminated in consolidation and therefore the jnorfa effects of those eliminations are reflectethése unaudite
pro forma condensed combined financial statem

(b) Due from Affiliates

September 30
2013

To eliminate amounts due from KFN to Kk $ (3,847)
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Notes to Unaudited Pro Forma Condensed Combined Famcial Statements (Continued)

(in thousands, except per share data)

6. Pro Forma Adjustments (Continued)

(c) Other Assets

September 30
2013

To adjust amounts to fair vali $ (9,357)
To record goodwill in connection with acquisiti 465,27!
To record deferred tax asset in connection withuesitipn* 10,40:

$ 466,31

This amount represents a net deferred tax asgitipated to be recorded in connection with tleegar associated
with an increase in KKR Management Holdings Corghare of the tax basis of the tangible and intdagissets
of KKR Management Holdings L.P. as a result ofifseiance of KKR common units. The impact of this

adjustment is reflected as an offset to equithhaunaudited pro forma condensed combined statenfifineincial
condition.

(d) Debt Obligations

September 30

2013
To adjust debt obligations to fair val $ (206,95)
To eliminate debt to consolidated entiti¢ (64,449
$ (271,409

There are certain entities that have historicadlgrbconsolidated by KKR that hold investments fincttired
financing vehicles that are consolidated by KFN s@ish, these investments and corresponding deldbevil

eliminated in consolidation and therefore the jnorfa effects of those eliminations are reflectethése unaudite
pro forma condensed combined financial statem

(e) Due to Affiliates

September 30
2013

To eliminate amounts due to KKR from KF $ (3,849
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Notes to Unaudited Pro Forma Condensed Combined Famcial Statements (Continued)

(in thousands, except per share data)

6. Pro Forma Adjustments (Continued)

(f)

(9)

Accounts Payable, Accrued Expenses and Other Lialiiles

September 30
2013

To adjust amounts to fair vali $ 1,43
To record acquisition-related transaction costsetad to be
incurred by KKR*
To record acquisition-related transaction costsetad to be
incurred by KFN*
Total adjustment to Accounts Payable, Accrued Ezpstand
Other Liabilities $ 1,431

* Acquisitior-related transaction costs are pend

The adjustment to KKR & Co. L.P. Partners' Cap#dhe effect of cumulative adjustments made setssand liabilities as
described in previous tickmarks.

Unaudited Pro Forma Condensed Combined Statemeifit®perations

(h)

Fees
Nine Months
Ended Year Ended
September 30, December 31,
2013 2012
Elimination of management fees from KFN and
related parties $ (31,24) $ (3248)
Elimination of incentive fees from KFN (22,747 (37,589
Elimination of reimbursable expenses from KFN
and related parties* (8,700 (12,046
Total adjustment to Fes $ (62,689 $ (82,110
* KKR and KFN are parties to the management agreemastiant to which KKR manages the day-to-day

operations of KFN, subject to the direction andrsight of KFN's board of directors. This adjustmeygresents
the removal of the historical management fees aoehtive fees earned by KKR and incurred by KFNternine
months and year ended September 30, 2013 and Dec@&hh2012, respectively.

*x Certain of KFN's operating costs are initialhcurred by KKR. Such costs are then reimburse§KR pursuant to
the terms of the management agreement, providéduich costs and reimbursements are no greatettibae
which would be paid to outside professionals, ctiaats or other third parties on an arm's lengtisha hese cos
generally consist of the following: (i) certain eloyee compensation and benefits costs since KFN dothave
any employees, (ii) certain occupancy and relabedges since KFN's administrative and principacetge
offices are leased by KKR and (iii) certain genaradl administrative costs. This adjustment reptesée remove
of the historica
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Notes to Unaudited Pro Forma Condensed Combined Famcial Statements (Continued)
(in thousands, except per share data)

6. Pro Forma Adjustments (Continued)

expense reimbursements received by KKR for the miaeths and year ended September 30, 2013 and
December 31, 2012, respective

0] Compensation and Benefit:
Nine Months
Ended Year Ended
September 30, December 31,
2013 2012
Elimination of employee compensation and ben
expense from KFN $ (3,830 $ (5,007)
* KFN does not have any employees. KFN is managddkdy Financial Advisors LLC, an indirect subsidiany/

KKR, pursuant to the management agreement. Caztaployee compensation and benefits costs incurrd<kii
are allocated to KFN pursuant to the terms of ta@agement agreement. This adjustment representsrtioval
of the historical compensation and benefits expesisebursements paid by KFN for the nine months yeat
ended September 30, 2013 and December 31, 20p2ctasly.

)] Occupancy and Related Charge

Nine Months
Ended Year Ended
September 30, December 31,
2013 2012

Elimination of occupancy and related charges fr
KFEN* $ (809) $ (1,362)

* KFN's administrative and principal executive offiare leased by KKR. Certain occupancy and relctadges
incurred by KKR are allocated to KFN pursuant te thrms of the management agreement. This adjustmen
represents the removal of the historical occupamgyrelated charges reimbursements paid by KFthéonine
months and year ended September 30, 2013 and Dec&hb2012, respectivel

(k) General, Administrative and Other

Nine Months
Ended Year Ended
September 30, December 31,
2013 2012
Elimination of management fee and incentive fe
expenses paid to KKR by KFN and related
parties* $ (53,98) $ (70,070
Elimination of reimbursable expenses paid to Kl
by KFN and related parties’ (4,067 (5,687)
Total adjustment to General, Administrative and
Other $ (58,049 $  (75,75)
* KKR and KFN are parties to the management agreemestiant to which KKR, through its indirect sulisigl,

manages the day-to-day operations of KFN subjettteaalirection and oversight of KFN's board of dicgs. This
adjustment represents the removal of the histontmalagement fees and incentive fees incurred by &ifd
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Notes to Unaudited Pro Forma Condensed Combined Famcial Statements (Continued)

(in thousands, except per share data)

6. Pro Forma Adjustments (Continued)

earned by KKR for the nine months and year end@tde®®er 30, 2013 and December 31, 2012, respectivel

*%

KKR has historically performed certain genesald administrative services on behalf of KFN punsta the terms
of the management agreement. This adjustment mmethe removal of the historical general, adraive and

other charges paid by KFN for the nine months aeal gnded September 30, 2013 and December 31, 2012,
respectively

0] Interest Income/ Interest Expense
Nine Months
Ended Year Ended
September 30, December 31,
2013 2012
Elimination of interest income from consolidatec
entities* $ (11,32) $ (29,360
Elimination of interest expense from consolidate
entities* 11,323 19,36(
$ — 3 —

There are certain entities that have historicaflgrbconsolidated by KKR that hold investmentsiincstired
financing vehicles that are consolidated by KFN.s@ish, the related income statement amounts willinginated
in consolidation and therefore the pro forma effaxdtthose eliminations are reflected in these dited pro forma
condensed combined financial stateme

(m) Income Taxes/ (Benefit

Nine Months
Ended Year Ended
September 30, December 31,
2013 2012
To record estimated incremental corporate incol
taxes* $ 6,00 $ 11,46¢

This adjustment represents the incremental aateancome taxes assumed to be incurred subsetputre
merger resulting from income that is expected tgémeerated by KKR Management Holdings L.P. as altre$
the merger. This amount represents management'sdigsate of incremental corporate income taxegdan
currently available information and estimates assbianptions that KKR's management believe are res$®as ¢
the date of this proxy statement/prospectus. Artheffactors underlying these estimates and assomsphay

change or prove to be materially different, andgbstimates and assumptions may not be representdtfacts
existing at the closing date of the mer
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Notes to Unaudited Pro Forma Condensed Combined Famcial Statements (Continued)

(in thousands, except per share data)

6. Pro Forma Adjustments (Continued)

Net Income (Loss) Attributable to Noncontrolling Interests

Nine Months
Ended Year Ended
September 30, December 31,
2013 2012
To allocate income to KKR Holdings L.F $ 18,90¢ $ 44,49:
* Noncontrolling interests held by KKR Holdings LiRclude economic interests held by KKR's principaisl othe

persons in the KKR Group Partnerships. This adjaestrallocates a portion of the incremental incomtnée
combined business, as reflected in the pro fornmastdents, to KKR Holdings L.P. based on KKR HolgrL.P."
pro forma ownership percentage in the KKR Grougrieaships for the nine months and year ended Sdyetie’0,
2013 and December 31, 2012, respectively. Such mhipepercentages, which are reflective of the KéGRimon
units assumed to be issued in connection with thyer, amounted to approximately 52.7% and 56.5%ht
nine months and year ended September 30, 2013 ecehiber 31, 2012, respective

Shares Outstanding

Basic

KKR weighted average units outstand

Number of KKR common units issue

Pro forma weighted average KKR common uni
outstanding

Diluted

KKR weighted average units outstand

Number of KKR common units issue

Pro forma weighted average KKR common uni
outstanding

*

Nine Months

Ended Year Ended
September 30, December 31,

2013 2012
270,484,22 238,503,25
104,460,32 104,460,32
374,944,54  342,963,57
296,181,07 254,093,16
104,460,32 104,460,32
400,641,39 358,553,48

This amount assumes that there are no fractiort issued in connection with the merger. Fractishares will

receive a cash payment in lieu of any fractionaR<&mmon units
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TRANSACTIONS IN KFN COMMON SHARES

Purchases by KFN

The following table shows purchases of Kdedmon shares during the past two years effectd€Hd. The purchases were effected
solely to satisfy withholding tax obligations inced by certain employees of KFN as a result ofvibaing of certain restricted shares
previously granted to such employees, who did ective any cash proceeds from the purchases.

Total Number Range of Weighted Average

of Shares Prices Paid Price Paid per
Quarter Ended Purchased Per Share Share
March 31, 201: 10,26: $ 9.3t % 9.3
March 31, 201 25,20 $ 11.0¢ $ 11.0¢
Total 35,46¢

Purchases by the KKR Participants

The KKR Participants have not effected pagchases of KFN common shares during the pasy&acs.

Transactions During the Past Sixty Days

The following table shows grants of KFN pttan shares made on January 15, 2014 pursuarg ©dferred Compensation Plan.

Number of
Shares
Non-Employee Director Granted Implied Price
Vincent Paul Finigal 1,966.8( $ 9.7t
Paul M. Hazer 578.4: 9.7t
R. Glenn Hubbar 8,136.9° 9.9¢
Deborah H. McAnen 1,544.4. 9.7t
Willy R. Strothotte 6,757.8t 9.9¢
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT(1)

The following table shows, as of Februady 2014 certain information about stock ownerstiiplibpersons known to KFN to own of
record or beneficially more than 5% of KFN's outstiag common shares based on KFN's review of SE@$i This table also presents
ownership information regarding each of KFN's narerecutive officers and directors based upon in&tiom furnished to KFN by these
persons. The number and percentage of shares tialgfowned is determined under SEC rules, andrtf@@mation is not necessarily
indicative of beneficial ownership for any otherpase. Unless otherwise indicated in the footnatash person has sole voting and investi
power (or shares such powers with his or her spouile respect to the shares shown as beneficiailiyed.

Number of KFN Percentage of KFN

Common Shares Common Shares
Name and Address of Beneficial Owner(1 Beneficially Owned Beneficially Owned(2)
FMR LLC(3) 26,765,55 13.1%
Leon G. Cooperman(« 19,564,13 9.€%
Morgan Stanley(5 16,203,11 7.%
Thornburg Investment Management, Inc 12,180,60 6.C%
Paul M. Hazen(7 707,75¢ *
Craig J. Far 0 *
Michael R. McFerran(8 152,99! *
Nicole J. Macarchuk(¢ 54,42% *
Tracy L. Collins(10; 68,04 *
Robert L. Edwards(11 19,86¢ *
Vincent Paul Finigan(1z 12,601 *
R. Glenn Hubbard(1: 55,34! *
Ross J. Kari(14 57,76¢ *
Ely L. Licht(15) 85,94 *
Deborah H. McAneny(1€ 33,61¢ *
Scott C. Nuttal 375,56« *
Scott A. Ryles(17 32,68¢ *
Willy R. Strothotte(18 0 *
All officers and directors as a group (14 persa 1,656,61! *
* Holdings represent less than 1% of all shares auudtg.

(1) The address for all officers and directors of KEN/fo KKR Financial Advisors LLC, 555 Californiar&¢t, 50th Floor,
San Francisco, California 94104.

(2) Based on 204,824,159 KFN common shares outstarditd February 14, 2014.

3) This beneficial ownership information is basgubn the Schedule 13G/A filed with the SEC on Beby 14, 2013 by
FMR LLC and Edward C. Johnson 3d, chairman of FMIE LFidelity Management & Research Company ("Figi&)j a
wholly-owned subsidiary of FMR LLC, may be deemedé the beneficial owner of 26,765,558 commoneshas a
result of acting as investment advisor to variowgstment companies. Mr. Johnson and FMR LLC, tjndheir control
of Fidelity, each has (a) sole voting power on 8,26mmon shares, (b) shared voting power on no camshares,

(c) sole dispositive power on 26,765,558 commomeshand (d) shared dispositive power on no comrhares. The
address for FMR LLC and Mr. Johnson is 82 DevorsBireet, Boston, Massachusetts 02109.

(4)  This beneficial ownership information is based ugmn Schedule 13G/A filed with the SEC on Febri&rg014 by Leon

G. Cooperman. Mr. Cooperman is the Managing Mernb@mega Associates, L.L.C. ("Associates"). Assmgas the
general partner of Omega Capital Partners,
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()

(6)

()

(8)
9)
(10)
(11)

(12)

(13)

("Capital LP"), Omega Capital Investors, L.P. ("&stors LP"), Omega Equity Investors, L.P. ("EqLB}'), and Omega
Charitable Partnership L.P. ("Charitable LP"). @noperman is the President and majority stockhalfi@mega
Advisors, Inc. ("Advisors"), which serves as thedatment manager to Omega Overseas Partners, Owkrgeas").
Advisors also serves as a discretionary investradwisor to a limited number of institutional clisr{the "Managed
Accounts"). Mr. Cooperman has investment autharityr the Michael S. Cooperman WRA Trust (the "WRASE"), anc
is a trustee of the Leon and Toby Cooperman FaRdlyndation (the "Foundation") and of The Cooperframily Fund
for a Jewish Future ("Family Fund"). On the bagithese relationships, Mr. Cooperman may be dedmédve (a) sole
voting power on 13,299,600 common shares, (b) sharéng power on 6,264,531 common shares, (c) disf@ositive
power on 13,299,600 common shares and (d) shaspdsitive power on 6,264,531 common shares. Thisists of
2,949,030 common shares owned by Capital LP; 163D4common shares owned by Investors LP; 1,27 Icd&8non
shares owned by Equity LP; 3,398,687 common stamegd by Overseas; 100,000 common shares owned by
Charitable LP, 6,264,531 common shares owned bitmeaged Accounts; 2,700,000 common shares owndiakeby
Foundation; 1,000,000 common shares owned by Mop€aonan; 55,000 common shares owned by Family Faha58
common shares owned by Mr. Cooperman's son, Miia€boperman; and 700,000 common shares owndteby/RA
Trust. The address for Leon G. Cooperman is 1143Paknetto Park Road, Boca Raton, Florida 33428.

This beneficial ownership information is based upion Schedule 13G filed with the SEC on Januar20&4 by Morgan
Stanley. Morgan Stanley has (a) sole voting powet® 775,540 shares, (b) shared voting power orB25%hares,

(c) sole dispositive power on 16,203,116 sharesshagded dispositive power on no shares. The adtiresorgan
Stanley is 1585 Broadway, New York, New York 10036.

This beneficial ownership information is based ugioe Schedule 13G/A filed with the SEC on Janudry2®14 by
Thornburg Investment Management Inc. Thornburg $tment Management, Inc. has (a) sole voting powery180,60
shares, (b) shared voting power on no sharesple)spositive power on 12,180,609 shares andhdjed dispositive
power on no shares. The address for Thornburg tmezg Management, Inc. is 2300 North Ridgetop R&ahta Fe,
New Mexico 87506.

Includes an aggregate of 61,567 common shareslglitesdd by trusts for which Mr. Hazen is an invasnt advisor and
therefore may be deemed to have beneficial owngrbiot has disclaimed any beneficial ownershiplulthes 5,057
unvested restricted common shares and exclude&2fifantom shares, which may only be distributeditoHazen on
the first day of the year following his removalsmparation from the KFN board of directors or aflier, upon a change
in control of KFN. The merger will not constitutechange in control of KFN for this purpose.

Includes 70,353 unvested restricted common shares.

Includes 44,874 unvested restricted commoresha

Includes 14,538 unvested restricted commainesh

Includes 15,429 unvested restricted commanesh

Includes 6,548 unvested restricted commoneshand excludes 89,135 phantom shares, which migiybe distributed to
Mr. Finigan on the first day of the year followihgs removal or separation from the KFN board oécliors or, if earlier,
upon a change in control of KFN. The merger wilt constitute a change in control of KFN for thigpose.

Excludes 240,668 phantom shares, which may onbjigigbuted to Mr. Hubbard on the first day of thear following his
removal or separation from the KFN board of direstor, if earlier,
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(14)
(15)

(16)

(17)

(18)

upon a change in control of KFN. The merger wilt constitute a change in control of KFN for thigpose.

Includes 14,538 unvested restricted common shares.

Includes 14,538 unvested restricted common shares.

Excludes 69,991 phantom shares, which may onlyidiahiited to Ms. McAneny on the first day of theay following he
removal or separation from the KFN board of dirextar, if earlier, upon a change in control of KHMe merger will no
constitute a change in control of KFN for this pusep.

Includes 14,538 unvested restricted commanesh

Excludes 200,327 phantom shares, which maytmndistributed to Mr. Strothotte on the firstyda the year following

his removal or separation from the KFN board oédiors or, if earlier, upon a change in contrdKBN. The merger will
not constitute a change in control of KFN for thigpose
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SECURITY OWNERSHIP OF THE KKR PARTICIPANTS AND CERT AIN AFFILIATES

Other than as set forth in the followinglé&a as of February 14, 2014, the KKR Participamd their respective directors, executive
officers, controlling persons and subsidiariesagglicable, did not beneficially own any KFN comnalrares. The number and percentage of
KFN common shares beneficially owned is determimeder SEC rules, and the information is not necégsadicative of beneficial
ownership for any other purpose.

Number of KFN Percentage of KFN
Common Shares Common Shares
Name and Address of Beneficial Owner(1 Beneficially Owned Beneficially Owned(2)(3)
KKR Financial Advisors LLC(4)(5 78,41( *
Henry R. Kravis(5)(6 2,401,74. 1.2%
George R. Roberts(5)( 1,922,72! *
Todd A. Fishe 197,89. *
William J. Janetschek(¢ 188,51: *
David J. Sorkir 25,55¢ *
* Holdings represent less than 1% of all KFN commuares outstanding.

Q) Except as otherwise noted, the address for the RERicipants and their respective directors, exeeutfficers,
controlling persons and subsidiaries, as applicable/o KKR, 9 West 5% Street, Suite 4200, New York, New York
10019.

(2) Based on 204,824,159 KFN common shares oulistgras of February 14, 2014.

3 As described in "The Merger Agreement—Condiito Consummation of the Merger" beginning on peb of this
proxy statement/prospectus, KKR and KFN may notpete the merger unless the merger agreement leasdoopted
by the affirmative vote of the holders of at leashajority of the outstanding KFN common sharegledtto vote thereon
on the record date, including the holders of a migjof the outstanding KFN common shares othenftigse KFN
common shares held by KKR or any affiliate of Kk&& of the close of business on the record datéhspecial
meeting, affiliates of KKR beneficially owned anddthe right to vote KFN common sisaat the special
meeting, representing approximately % efiflirN common shares entitled to vote at the spewésting.

(4) Represents 78,410 unvested restricted KFN commarestneld by KKR Financial Advisors LLC. The addréss KKR
Financial Advisors LLC is 555 California Streettb®loor, San Francisco, California 94104.

(5) The sole member of KKR Financial Advisors LISKKR Asset Management LLC. The sole member of KK$Ret
Management LLC is Kohlberg Kravis Roberts & Co. LTiRe sole general partner of KKR Management Hgjglib.P. is
KKR Management Holdings Corp. The sole sharehafl&tKR Management Holdings Corp. is KKR Group
Holdings L.P. The sole general partner of KKR Grélgddings L.P. is KKR Group Limited. The sole sHawkler of
KKR Group Limited is KKR. The sole general partoé KKR is KKR Management LLC. The designated menshur
KKR Management LLC are Henry R. Kravis and Georg&Bberts.

(6) Represents KFN common shares held by Mr. Kravisshouse, an entity controlled by Mr. Kravis andaie trusts
which Mr. Kravis may be deemed to beneficially onvirtue of Mr. Kravis being a trustee of suchstauas well as
78,410 unvested restricted KFN common shares hekiiR Financial Advisors LLC.

@) Represents KFN common shares held by entibasgrolled by Mr. Roberts or over which he may eermded to exercise
investment decisions, and a trust for the benéfilio Roberts and ¢
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which he is a trustee as well as 78,410 unvestdated KFN common shares held by KKR Financiavigdrs LLC.
The address for Mr. Roberts is 2800 Sand Hill Rd4ehlo Park, California 94025.

(8) Represents KFN common shares held by Mr. Janetsofebkertain trusts which Mr. Janetschek may benddeto
beneficially own by virtue of Mr. Janetschek bemtrustee of such trusts, including trusts wherthaeMr. Janetschek
nor his family members are beneficiari
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES OF TH E MERGER

This summary discusses the material U.S. fedecalie tax consequences of the merger to KFN shatetsolThis summary is based on
provisions of the Code on the regulations promwddgahereunder and on published administrative ggiand judicial decisions, all of whit
are subject to change at any time, possibly witloeetive effect. This discussion is necessarilyegal and may not apply to all categories of
investors, some of which, such as banks, thriftajrance companies, persons liable for the altéveaninimum tax, dealers, and other
investors that do not hold their KFN common shagsapital assets, may be subject to special rules.

The U.S. federal income tax consequences of thgemer a partner in an entity or arrangement trechtes a partnership for U.S. federal
income tax purposes that holds KFN common shanesrghly will depend on the status of the partned &me activities of the partnership.
Partners in a partnership holding KFN common shasuld consult their own tax adviso

For purposes of this discussion, a "U.S. Holder& iseneficial owner of KFN common shares thatiidf&. federal income tax purpos:
(i) an individual citizen or resident of the Unit&dates; (ii) a corporation (or other entity tredtas a corporation for U.S. federal income tax
purposes) created or organized in or under the laihe United States, any state thereof or theridtnf Columbia; (iii) an estate the incor
of which is subject to U.S. federal income taxatiegardless of its source; or (iv) a trust whiclkheir (A) is subject to the primary supervision
of a court within the United States and one or nidnited States persons have the authority to comaffeubstantial decisions of the trust or
(B) has a valid election in effect under applicalbteasury regulations to be treated as a U.S. pergo"Non-U.S. Holder" is a beneficial
owner of KFN common shares (other than a partn@jsthiat is not a U.S. Holder.

KFN common shareholders should consult their owrxtadvisors concerning the U.S. federal, state anddl income tax consequenc
in their particular situations of the merger, as Wes any consequences under the laws of any otfaeting jurisdiction. This discussion only
addresses the material U.S. federal income tax ¢desations of the merger and does not address #redonsiderations under the laws of
any tax jurisdiction other than the United StateNon-U.S. Holders, therefore, should consult theiwa tax advisors regarding the tax
consequences to them of the merger under the lafheir own taxing jurisdiction.

Material U.S. Federal Income Tax Consequences of¢hMerger to U.S. Holders
Tax characterization of the merger

The merger will be a taxable transactiot18. Holders for U.S. federal income tax purposegeneral, the merger will be treated as a
taxable sale of a U.S. Holder's KFN common sharexchange for the KKR common units and cash indigfractional units received in the
merger.

Amount and character of gain or loss recogniz

Your receipt of KKR common units and casltieu of fractional units in exchange for your KENmmon shares in the merger generally
will cause you to recognize gain or loss measugethé difference, if any, between (i) the sum of {i#e fair market value of any KKR
common units received, (B) the amount of cash veckand (C) your share of KFN's nonrecourse debitadiately prior to the merger and
(ii) your adjusted tax basis in your KFN commonrsisa Any such gain or loss recognized generallyyheiltreated as capital gain or loss and
will be long-term capital gain or loss if your hoid period for your KFN common shares exceeds @ae.\However, a portion of any such
gain will be treated as ordinary income to the eixggtributable to your allocable share of unreadigain or loss in KFN's assets to the extent
described in Section 751 of the Code. This woubllide (x) ordinary income KFN would recognize isdld its debt instruments with accrued
market discount, (y) unremitted earnings of anytiied foreign corporation, or "CFC," held by KFalthough in the case of a U.S. Holder
who is an individual, the amount treated as ordimacome may be limited
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pursuant to Section 1248 of the Code and (z) ordimcome attributable to unrealized receivablagentory items and depletion, depreciation
and intangible drilling and development cost, &@Cl" recapture. Such ordinary income could exceediet taxable gain realized as a result
the merger and may be recognized even if therenét gaxable loss realized as a result of the mefdris, a holder of KFN common shares
may recognize both ordinary income and a capitd ks a result of the merger. If KFN holds stock passive foreign investment company, o
"PFIC," that is not a qualified electing fund, @EF," at the time of the merger you would be tréate disposing of an interest in such PFIC tc
the extent of your pro rata share of such PFICkshetd by KFN with any gain you are deemed to reizgas a result of such disposition
treated as ordinary income and subject to an istetearge.

Capital gain recognized by a U.S. Holddl generally be long-term capital gain subjectar &t preferential rates if such U.S. Holder is
an individual who has held his or her KFN commoarsk for more than twelve months on the date ofrteeger. The deductibility of capital
losses is subject to limitations.

KFN items of income, gain, loss and deduction ftwettaxable period ending on the date of the mer

U.S. Holders of KFN common shares will Becated their share of KFN's items of income, géiss and deduction for the taxable perio
of KFN ending on the date of the merger in accocdanith the terms of KFN's operating agreement..8.Holder will be subject to U.S.
federal income taxes on any such allocated incamegain even though such U.S. Holder will not reeginy additional cash distributions
from KFN attributable to such allocated income gath. Any such income and gain allocated to a H@der will increase the U.S. Holder's
tax basis in the KFN common shares held and, tbereWwill reduce the gain (or increase the losspgaized by such U.S. Holder resulting
from the merger. Any losses or deductions alloctdeal U.S. Holder will decrease the U.S. Holdershasis in the KFN common shares held
and, therefore, will increase the gain (or redieeldss) recognized by such U.S. Holder resultinmfthe merger.

Tax basis in KKR common units received in the merge

A U.S. Holder's tax basis in the KKR commumits received in the merger will equal the faarket value of such KKR common units.

Holding period in KKR common units received in timeerger

A U.S. Holder's holding period in the KKBmamon units received in the merger will begin oa dlay after the date of the merger.

Material U.S. Federal Income Tax Consequences oféhiMerger to Non-U.S. Holders

If you are a Non-U.S. Holder of KFN commnelrares, a portion of any gain recognized by yahémerger (which will be calculated in
the same manner described above for a U.S. Hatday)be treated for U.S. federal income tax purpasesffectively connected income, and
hence you may be subject to U.S. federal incomemtasuch portion. Moreover, if the fair market \@bf KFN's investments in "United States
real property interests," which include KFN's inveents in natural resources, real estate and RiiSidiaries that invest primarily in real
estate, represent 50% or more of the total faiketaralue of KFN's assets, KFN common units co@drbated as "United States real property
interests." In such case, gain recognized by a M@ -Holder on the disposition of KFN common shavesild be treated for U.S. federal
income tax purposes as effectively connected incamkess the KFN common shares are regularly tradea securities market and the Non-
U.S. Holder did not own more than 5% of all KFN aoon shares at any time during the shorter of theyiear period preceding the date of
disposition of such Non-U.S. Holder's holding pd)id<FN does not

160




Table of Contents

believe that the fair market value of KFN's investits in "United States real property intereststesents 50% or more of the total fair market
value of KFN's assets at this time. If gain frora tlisposition of KFN common units is treated as@ffely connected income, the Non-U.S.
Holder may be subject to U.S. federal income andititholding tax on the disposition.

In general, different rules from those dimad above apply in the case of Non-U.S. Holdalgect to special treatment under U.S. federa
income tax law, including a Non-U.S. Holder (i) whas an office or fixed place of business in thé@&dhStates or is otherwise carrying on a
U.S. trade or business; (ii) who is an individuadgent in the United States for 183 or more daysasra "tax home" in the United States for
federal income tax purposes; or (iii) who is a fermitizen or resident of the United States.

If you are a Non-U.S. Holder, you are urg@donsult your tax advisors with regard to th& UJederal income tax consequences to you C
owning and disposing of KFN common units, as welthe effects of state, local and non-U.S. tax laws

Backup Withholding and Information Reporting

U.S. federal backup withholding tax may lggp cash payments to a U.S. Holder under the aremgreement, unless the U.S. Holder
(i) furnishes an accurate tax identification numéed otherwise complies with applicable U.S. infation reporting or certification
requirements (typically, by submitting a completed signed IRS Form W} or (ii) is a corporation (other than certaind@porations) or othe
exempt recipient and, when required, demonstraiels fact. Cash payments made pursuant to the meitj@iso be subject to information
reporting unless an exemption applies.

In general, a Non-U.S. Holder will not hébgect to U.S. federal backup withholding and infation reporting with respect to cash
payments to the Non-U.S. Holder under the mergereagent if the Non-U.S. Holder has provided an F®8n W-8BEN (or an IRS Form W-
8ECI if the Non-U.S. Holder's gain is effectivelgrmected with the conduct of a U.S. trade or busindf shares are held through a foreign
partnership or other flow-through entity, certaotdmentation requirements also apply to the pashigor other flow-through entity.

The backup withholding tax is not an adufiéil tax. Any amounts withheld under the backumkotding rules may be allowed as a credit
against a holder's U.S. federal income tax ligbdihd may entitle such holder to a refund, so lasithe required information is timely furnisl
to the IRS.

The U.S. federal income tax consequences descrikedabve are not intended to constitute a complete dergption of all tax
consequences relating to the merger. Because indiuial circumstances may differ, each holder shouldansult its own tax advisor
regarding the applicability of the rules discusse@bove to such holder and the particular U.S. fedetancome tax consequences to such
holder of the merger in light of such holder's paricular circumstances and the application of statdpcal and foreign tax laws.
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DESCRIPTION OF KKR COMMON UNITS
KKR Common Units

KKR common units represent limited partimerests in KKR, which is a limited partnershig{R common unitholders are entitled to
participate in distributions and exercise the right privileges available to limited partners und&mR's partnership agreement. KKR is
dependent upon the KKR Group Partnerships to funyddistributions that KKR may make to its commortitluoiders. For a description of the
relative rights and preferences of KKR common widhbrs in and to distributions, see "Managemenigsision and Analysis of Financial
Condition and Results of Operations—Liquidity—Lidity Needs—Distributions," in KKR's Quarterly Repon Form 10-Q for the nine-
month period ended September 30, 2013 filed wighSEC on November 1, 2013 and incorporated byerterin this proxy
statement/prospectus.

Unless KKR's managing partner determinbsmtise, KKR issues all its common units in undiedted form.

Number of Common Units and Further Issuances

As of , 2014, KKR had apgroately common units outstanding. K& partnership agreement authorizes KKR to i
an unlimited number of additional partnership siigs and options, rights, warrants and appreaiatights relating to partnership securities
the consideration and on the terms and conditistebéshed by KKR's managing partner in its sogedition without the approval of its
common unitholders. In accordance with the Delaviaréted Partnership Act and the provisions of KKIRartnership agreement, KKR may
also issue additional partnership interests the¢ liesignations, preferences, rights, powers atidsdihat are different from, and may be se
to, those applicable to its common units.

Where KKR Common Units Are Traded

KKR's outstanding common units are listadtte NYSE under the symbol "KKR." It is a conditito the closing of the merger that the
KKR common units to be issued in connection with therger be authorized for listing on the NYSE jacttto official notice of issuance.

Transfer of KKR Common Units

By acceptance of the transfer of KKR commaits in accordance with KKR's partnership agresmeach transferee of KKR common
units will be admitted as a unitholder with respecthe common units transferred when such trammsfdradmission is reflected in KKR's bor
and records. Additionally, each transferee of Kkdtneon units:

. will represent that the transferee has the capgwitywer and authority to enter into the KKR parshdp agreement;
. will become bound by the terms of, and will leeched to have agreed to be bound by, the KKR patipeagreement; and
. will give the consents, approvals, acknowledgaimand waivers set forth in the KKR partnershipeagient.

A transferee will become a substituted tédipartner of the KKR limited partnership for thensferred KKR common units automatically
upon the recording of the transfer on KKR's boaks eecords. KKR's managing partner may cause amgfiers to be recorded on KKR's
books and records no less frequently than quarterly
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KKR common units are securities and anesfierable according to the laws governing transdésecurities. In addition to other rights
acquired upon transfer, the transferor gives thesfieree the right to become a substituted linpgather in the KKR limited partnership for the
transferred KKR common units.

Until a KKR common unit has been transférma KKR's books, KKR and the transfer agent, nittstanding any notice to the contrary,
may treat the record holder of the KKR common asithe absolute owner for all purposes, exceptreswise required by law or stock

exchange regulations. A beneficial holder's rightslimited solely to those that it has againstréo®rd holder as a result of any agreement
between the beneficial owner and the record holder.

Transfer Agent and Registrar
American Stock Transfer & Trust Companyd_kerves as registrar and transfer agent for thB K&mmon units.
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CONFLICTS OF INTEREST AND FIDUCIARY RESPONSIBILITIE S
Conflicts of Interest

Conflicts of interest exist and may arisétie future as a result of the relationships betwi€KR's managing partner and its affiliates,
including each party's respective owners, on theeland, and KKR and its limited partners, on theohand. KKR's managing partner, KKR
Management LLC, is the general partner of KKR thanhages KKR. Whenever a potential conflict arisssvben KKR's managing partner or
its affiliates, on the one hand, and KKR or anyitigd partner, on the other hand, KKR's managingneamwill resolve that conflict. KKR's
partnership agreement contains provisions thatoeednd eliminate KKR's managing partner's dutieguding fiduciary duties, to KKR's
unitholders. KKR's partnership agreement alsoitstthe remedies available to KKR's unitholdersaictions taken that without those
limitations might constitute breaches of duty, utthg fiduciary duties.

Under KKR's partnership agreement, KKR'siaggng partner will not be in breach of its obligas under KKR's partnership agreement
or its duties to KKR or KKR's unitholders if thesmution of the conflict is:

. approved by KKR's conflicts committee, althol(lKR's managing partner is not obligated to seek sapproval,

. approved by the vote of a majority of the outdiag common units, excluding any common units ahoy KKR's managing
partner or any of its affiliates, although KKR'smaging partner is not obligated to seek such agbrov

. on terms which are, in the aggregate, no less éleito KKR than those generally being providedrtavailable from unrelated
third parties; or

. fair and reasonable to KKR, taking into accountttitality of the relationships among the partiesiued, including other
transactions that may be particularly favorabladvantageous to KKR.

KKR's managing partner may, but is not rexflito, seek the approval of such resolution fthenconflicts committee or KKR's
unitholders. If KKR's managing partner does nokssggproval from the conflicts committee or KKR'dtholders and the board of directors of
KKR's managing partner determines that the resmiutr course of action taken with respect to th#lam of interest satisfies either of the
standards set forth in the third and fourth bydleints 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 or KKR or any othergon bound by KKR's partnership
agreement, the person bringing or prosecuting puateeding will have the burden of overcoming spigsumption. Unless the resolution of a
conflict is specifically provided for in KKR's patrship agreement, KKR's managing partner or thélicts committee may consider any
factors it determines in its sole discretion tosidar when resolving a conflict. KKR's partnersagreement provides that KKR's managing
partner will be conclusively presumed to be actingood faith if KKR's managing partner subjectivbklieves that the determination made ol
not made is in the best interests of KKR.

Covered Agreements

The conflicts committee is responsibledoforcing KKR's rights under certain agreementsrsgd& KR Holdings and certain of its
subsidiaries and designees, a general partnenied partner of KKR Holdings, or a person who Isaddpartnership or equity interest in the
foregoing entities. The conflicts committee is ashorized to take any action pursuant to anyaitshor rights granted to such committee
under those agreements or with respect to any amemigl supplement, modification or waiver to anysthagreement that would purport to
modify such authority or rights. In addition,
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the conflicts committee shall approve any amendrteetiiose agreements that in the reasonable judgnfiéiKR's managing partner's boarc
directors creates or will result in a conflict oférest.

Potential Conflicts

Conflicts of interest could arise in thiuations described below, among others.

Actions taken by KKR's managing partner may affébe amount of cash flow from operations to KKR'sramon unitholders.

The amount of cash flow from operations thavailable for distribution to KKR's common tholders is affected by decisions of KKR's
managing partner regarding such matters as:

. the amount and timing of cash expendituresyificlg those relating to compensation;
. the amount and timing of investments and didjmrs;

. levels of indebtedness;

. tax matters;

. levels of reserves; and

. issuances of additional partnership securities.

In addition, borrowings by KKR and KKR'dikétes from KKR's managing partner and its affies do not constitute a breach of any dut,
owed by KKR's managing partner to KKR's commonhaiders. KKR's partnership agreement providesKid® and its subsidiaries may
borrow funds from KKR's managing partner and iffiafes on terms that are fair and reasonable KRKUnder KKR's partnership agreement,
those borrowings will be deemed to be fair andorable if: (1) they are approved in accordance wighterms of the partnership agreement;
(2) the terms are no less favorable to KKR thaséhgenerally being provided to or available fromelated third parties or (3) the terms are
fair and reasonable to KKR, taking into accountttitality of the relationships between the parie®lved, including other transactions that
may be or have been particularly favorable or athgaous to KKR.

KKR will reimburse its managing partner and its diftites for expenses

KKR will reimburse its managing partner atsdaffiliates for costs incurred in managing ameérating KKR and KKR's business. For
example, KKR does not elect, appoint or employ dingctors, officers or other employees. All of tagersons are elected, appointed or
employed by KKR's managing partner on KKR's beH&fR's partnership agreement provides that its rgangapartner will determine the
expenses that are allocable to KKR

KKR's managing partner has limited, and intends ¢ontinue to limit, its liability regarding KKR's oligations.

KKR's managing partner has limited, andriais to continue to limit, its liability under coattual arrangements so that the other party h:
recourse only to KKR's assets, and not against KiRinaging partner, its assets or its owners. K&'®ership agreement provides that any
action taken by its managing partner to limit igbllity or KKR's liability is not a breach of KKR'managing partner's fiduciary duties, even if
KKR could have obtained more favorable terms witttha limitation on liability. The limitation on KR's managing partner's liability does |
constitute a waiver of compliance with U.S. fedesedurities laws that would be void under Sectibmflthe Securities Act.
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KKR's common unitholders will have no right to enfee obligations of KKR's managing partner and it$fdiates under agreements wit
KKR.

Any agreements between KKR on the one hand KKR's managing partner and its affiliatestomather, will not grant KKR's common
unitholders, separate and apart from KKR, the rigtgnforce the obligations of KKR's managing partand its affiliates in KKR's favor.

Contracts between KKR, on the one hand, and KKRa&maging partner and its affiliates, on the other,jlnot be the result of arm's-length
negotiations.

KKR's partnership agreement allows KKR'swatang partner to determine in its sole discretiop amounts to pay itself or its affiliates
for any services rendered to KKR. KKR's managingr@a may also enter into additional contractuedgements with any of its affiliates on
KKR's behalf. Neither KKR's partnership agreementany of the other agreements, contracts and geraants between KKR on the one
hand, and KKR's managing partner and its affilimeshe other, are or will be the result of arme'sgth negotiations. KKR's managing partner
will determine the terms of these transactionsg las such arrangements are fair and reasonakil€Ras determined under KKR's
partnership agreement. KKR's managing partner taraffiliates will have no obligation to permit KKiR use any facilities or assets of KKR's
managing partner and its affiliates, except as bwgrovided in contracts entered into specificdbwling with such use. There will not be any
obligation of KKR's managing partner and its adifiis to enter into any contracts of this kind.

KKR's common units are subject to KKR's managingrpeer's limited call right.

KKR's managing partner may exercise ithtrtg call and purchase common units as providdKiR's partnership agreement or assign
this right to one of its affiliates or to KKR. KKRmanaging partner may use its own discretion,dfd@luciary duty restrictions, in
determining whether to exercise this right. Assule a KKR common unitholder may have such hatdesmmon units purchased from such
holder at an undesirable time or price. See "Dpsori of KKR's Limited Partnership Agreement—Lindt€all Right" beginning on page 195
of this proxy statement/prospectus.

KKR may choose not to retain separate counsel f&¢Ror for the holders of its common unit

Attorneys, independent accountants andretivbo will perform services for KKR are selectgddiKR's managing partner or the conflicts
committee, and may perform services for KKR's mamgagartner and its affiliates. KKR may retain sggpa counsel for KKR or KKR's
common unitholders in the event of a conflict denest between KKR's managing partner and itdat## on the one hand, and KKR or its
unitholders on the other, depending on the nattitlesoconflict, but is not required to do so.

KKR's managing partner's affiliates may compete wiKKR.

KKR's partnership agreement provides thH&RI managing partner will be restricted from erigggn any business activities other than
activities incidental to its ownership of interestKKR. Except as provided in the non-competitinan-solicitation and confidentiality
agreements to which KKR's principals will be subjeffiliates of KKR's managing partner, includiitg owners, are not prohibited from
engaging in other businesses or activities, inclgdhose that might compete directly with KKR.

Certain of KKR's subsidiaries have obligations tavestors in KKR's investment funds and may haveigdions to other third parties that
may conflict with your interests.

KKR's subsidiaries that serve as the indest advisors or general partners of KKR's investrfiends have fiduciary and contractual
obligations to the investors in those funds andesoffKKR's
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subsidiaries, including its broker-dealers, mayeneantractual duties to other third parties. Assult, KKR expects to regularly take actions
with respect to the allocation of investments amiim@ivestment funds (including funds that havifedent fee structures), the purchase or sal
of investments in its investment funds, the striotuof investment transactions for those funds,abvice and services KKR provides or
otherwise that comply with these fiduciary and cactual obligations. In addition, KKR's princip&lave made personal investments in a
variety of its investment funds, which may resaoltonflicts of interest among investors in its farwt its unitholders regarding investment
decisions for these funds. Some of these actioghtrat the same time adversely affect KKR's nean-tesults of operations or cash flow.

U.S. federal income tax considerations of KKR's peipals may conflict with your interests.

Because KKR's principals will hold a portiof their KKR Group Partnership units directlytbrough entities that are not subject to
corporate income taxation and KKR holds its uniteme of the KKR Group Partnerships through a lidsi that is subject to taxation as a
corporation in the United States, conflicts mageaitietween KKR's principals and KKR relating to$b&ection and structuring of investments
or transactions. KKR's common unitholders will eeohed to expressly acknowledge that KKR's manguaingner is under no obligation to
consider the separate interests of such holdesisiding among other things the tax consequenc&&f®'s common unitholders, in deciding
whether to cause KKR to take or decline to takeaations.

Fiduciary Duties

KKR's managing partner is accountable tdahd KKR's common unitholders as a fiduciary. Eidry duties owed to KKR's unitholdt
by KKR's managing partner are prescribed by lawkiKR's partnership agreement. The Delaware LimRadnership Act provides that
Delaware limited partnerships may in their parthgragreements expand, restrict or eliminate thiesluincluding fiduciary duties, otherwise
owed by a general partner to limited partners aedpartnership.

KKR's partnership agreement contains varfmovisions modifying, restricting and eliminatithge duties, including fiduciary duties, that
might otherwise be owed by KKR's managing part&R has adopted these restrictions to allow KKR&aging partner or its affiliates to
engage in transactions with KKR that would otheenig prohibited by state-law fiduciary duty stamidaand to take into account the interests
of other parties in addition to KKR's interests whiesolving conflicts of interest. Without thesediiiwations, KKR's managing partner's abi
to make decisions involving conflicts of interesiuid be restricted. These modifications are detniiadeo KKR's common unitholders because
they restrict the remedies available to KKR's commpitholders for actions that without those lirtidas might constitute breaches of duty,
including a fiduciary duty, as described below, #mely permit KKR's managing partner to take intocamt the interests of third parties in
addition to KKR's interests when resolving confliof interest.
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The following is a summary of the matergsdtrictions on the fiduciary duties owed by KKRianaging partner to KKR's unitholders:

General
State Law Fiduciary duties are generally considered toudelan obligation to act in good faith
Fiduciary  and with due care and loyalty. In the absencepbaision in a partnership agreement
Duty providing otherwise, the duty of care would gengredquire a general partner to act

Standards for the partnership in the same manner as a prymabn would act on his own
behalf. In the absence of a provision in a partripragreement providing otherwise,
the duty of loyalty would generally prohibit a gealepartner of a Delaware limited
partnership from taking any action or engagingrig ttansaction that is not in the best
interests of the partnership where a conflict tdriest is presen

Partnership  KKR's partnership agreement contains provisionswulave duties of or consent to
Agreement conduct by KKR's managing partner and its affikatteat might otherwise raise issues
Modified about compliance with fiduciary duties or appli@law. For example, KKR's
Standards partnership agreement provides that when KKR's giaggartner, in its capacity as

KKR's managing partner, is permitted to or requiedhake a decision in its "sole
discretion" or "discretion" or that it deems "nexay or appropriate” or "necessary or
advisable" then KKR's managing partner will be ttgdito consider only such intere
and factors as it desires, including its own irgeseand will have no duty or obligati
(fiduciary or otherwise) to give any considerattorany factors affecting KKR or any
limited partners, including KKR's common unitholsleand will not be subject to any
different standards imposed by KKR's partnershigagent, the Delaware Limited
Partnership Act or under any other law, rule outatjon or in equity. In addition,
when KKR's managing partner is acting in its indual capacity, as opposed to in its
capacity as KKR's managing partner, it may actoutrany fiduciary obligation to
KKR or the common unitholders whatsoever. Thesedstads reduce the obligations
which KKR's managing partner would otherwise bealh

In addition to the other more specific provisiomsifing the obligations of KKR's
managing partner, KKR's partnership agreementéuaphovides that KKR's managi
partner and its officers and directors will notliable to KKR, KKR's limited partners,
including KKR's common unitholders, or assigneea<efoors of judgment or for any
acts or omissions unless there has been a finaham@ppealable judgment by a court
of competent jurisdiction determining that KKR'smaging partner or its officers and
directors acted in bad faith or engaged in frauditiful misconduct.
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General
Special Provisions Regarding Affiliated Transacs

KKR's partnership agreement generally provides

affiliated transactions and resolutions of con8icif interest
not involving a vote of unitholders and that are approvec
by the conflicts committee of the board of direstof KKR's
managing partner or by KKR's common unitholderstrbes

e on terms no less favorable to KKR than those géigera
being provided to or available from unrelated ttpedties
or

e fair and reasonable to KKR, taking into account the
totality of the relationships between the partieslved
(including other transactions that may be partidyla
favorable or advantageous to KKI

If KKR's managing partner does not seek approwahfthe
conflicts committee or KKR's unitholders and thetzbof
directors of KKR's managing partner determines tiat
resolution or course of action taken with resped¢he
conflict of interest satisfies either of the stamidaset forth ii
the bullet points above, then it will be presumteat in
making its decision, the board of directors actedaod
faith, and in any proceeding brought by or on biebiahny
limited partner, including KKR's common unitholdeos
KKR or any other person bound by KKR's partnership
agreement, the person bringing or prosecuting such
proceeding will have the burden of overcoming such
presumption. These standards reduce the obligaiions
which KKR's managing partner would otherwise bealh

Rights and Remedies of Unitholders  The Delaware Limited Partnership Act generally jdes
that a limited partner may institute legal actionbehalf of
the partnership to recover damages from a thirtiypvelinere
a general partner has refused to institute themati where
an effort to cause a general partner to do sotitikedy to
succeed. In addition, the statutory or case lasoofe
jurisdictions may permit a limited partner to inste legal
action on behalf of himself and all other similasiyuated
limited partners to recover damages from a gempendher
for violations of its fiduciary duties to the lirel partners.
KKR's partnership agreement provides that legabachay
only be instituted in Delawar

By holding KKR common units, each commoithoider will automatically agree to be bound beg firovisions in KKR's partnership
agreement, including the provisions described alaovkas described in "Description of KKR's Limitedrtnership Agreement" beginning on
page 188 of this proxy statement/prospectus. Bhis accordance with the policy of the Delaware itéah Partnership Act favoring the
principle of freedom of contract and the enforckgbof partnership agreements. The failure of enowon unitholder to sign KKR's partnership
agreement does not render KKR's partnership agmteimenforceable against that person.
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KKR has agreed to indemnify KKR's managiagtner and any of its affiliates and any membartrer, tax matters partner, officer,
director, employee, agent, fiduciary or truste&KR, KKR's managing partner or any of KKR's affika and certain other specified person
the fullest extent permitted by law, against angl alhlosses, claims, damages, liabilities, joinseveral, expenses (including legal fees and
expenses), judgments, fines, penalties, interegtements or other amounts incurred by KKR's margagartner or these other persons. KKR
has agreed to provide this indemnification unlégssd has been a final and non-appealable judgnyeatburt of competent jurisdiction
determining that these persons acted in bad faiémgaged in fraud or willful misconduct. KKR hdsaaagreed to provide this indemnification
for criminal proceedings. Thus, KKR's managing partcould be indemnified for its negligent acti ihet the requirements set forth above
the extent these provisions purport to include imali§ication for liabilities arising under the Settigs Act, in the opinion of the SEC such
indemnification is contrary to public policy ancetkefore unenforceable. See "Description of KKRHiteéd Partnership Agreement—
Indemnification” beginning on page 197 of this pratatement/prospectus.
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MATERIAL U.S. FEDERAL TAX CONSEQUENCES OF KKR COMMO N UNIT OWNERSHIP

This summary discusses the material U.S. fedexatdasiderations related to the ownership and digom of KKR common units as of
the date hereof. This summary is based on provssibithe U.S. Code on the regulations promulgatedetunder and on published
administrative rulings and judicial decisions, afl which are subject to change at any time, pogsililh retroactive effect. This discussion is
necessarily general and may not apply to all categgoof investors, some of which, such as bankiftsthinsurance companies, persons liable
for the alternative minimum tax, dealers, investwi® were deemed to own 10% or more of any foredgporation owned by KKR (taking ir
account the investor's interest in such foreigrpooation as a result of their ownership intereskKR or otherwise), and other investors that
do not own their KKR common units as capital assess/ be subject to special rules. Tesempt organizations and mutual funds are discu
separately below. The actual tax consequenceseaimership of KKR common units will vary depending/our circumstances.

For purposes of this discussion, a "U.S. Holdera iseneficial owner of KKR common units that isdoB. federal income tax purposes:
(i) an individual citizen or resident of the Unit&dates; (ii) a corporation (or other entity tredtas a corporation for U.S. federal income tax
purposes) created or organized in or under the laihe United States, any state thereof or theridtof Columbia; (iii) an estate the incor
of which is subject to U.S. federal income taxatiegardless of its source; or (iv) a trust whiclkheir (A) is subject to the primary supervision
of a court within the United States and one or nidnited States persons have the authority to coaffeubstantial decisions of the trust or
(B) has a valid election in effect under applicableasury regulations to be treated as a U.S. pergo'Non-U.S. Holder" is a beneficial
owner of KKR common units (other than a partnergthipt is not a U.S. Holder.

If a partnership holds KKR common units, the taatment of a partner in the partnership will depemn the status of the partner and
the activities of the partnership. If you are a foer of a partnership that holds KKR common unjitsj should consult your tax advisors. This
discussion does not constitute tax advice andtismended to be a substitute for tax planning.

Potential KKR common unitholders should consult ihewn tax advisors concerning the U.S. federalat and local income tax and
estate tax consequences in their particular situats of the ownership and disposition of KKR commamits, as well as any consequences
under the laws of any other taxing jurisdiction. Thdiscussion only addresses the material U.S. fatiax considerations of the ownership
and disposition of KKR common units and does notlegks the tax considerations under the laws of aay jurisdiction other than the
United States. Non-U.S. Holders, therefore, shoglzhsult their own tax advisors regarding the taxngequences to them of the ownership
and disposition of KKR common units under the lawaftheir own taxing jurisdiction.

Taxation of KKR

Subject to the discussion set forth inrtegt paragraph, an entity that is treated as a@estip for U.S. federal income tax purposes is nc
a taxable entity for U.S. federal income tax pugsoand incurs no U.S. federal income tax liabditieach partner of a partnership is require
take into account its allocable share of itemsobime, gain, loss and deduction of the partnelishgemputing its U.S. federal income tax
liability, regardless of the extent to which, oretther, it receives cash distributions from the penthip, and thus may incur income tax
liabilities unrelated to (and in excess of) anytritisitions from the partnership. Distributions afst by a partnership to a partner are not taxab
unless the amount of cash distributed to a paisnierexcess of the partner's adjusted basis ipaittership interest.

An entity that would otherwise be classifees a partnership for U.S. federal income tax @sgp may nonetheless be taxable as a
corporation if it is a "publicly traded partnersfiipnless an exception applies. An entity that wiatherwise be classified as a partnership is &
publicly traded partnership if (i) interests in tha&rtnership are traded on an established seaunittgket or (ii) interests in the
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partnership are readily tradable on a secondarkehar the substantial equivalent thereof. KKR muhlicly traded partnership.

However, an exception to taxation as a@a@ion, 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 partnerskipot required to register under the
Investment Company Act. Qualifying income includestain interest income, dividends, real propegtyts, gains from the sale or other
disposition of real property, and any gain from & or disposition of a capital asset or otheperty held for the production of income that
otherwise constitutes qualifying income.

KKR's managing partner has adopted a setveStment policies and procedures that goveriyihes of investments KKR can make (and
income KKR can earn), including structuring certimvestments through entities, such as KKR's inégtiate holding company, classified as
corporations for U.S. federal income tax purposassd{scussed further below), to ensure that KKRméet the Qualifying Income Exception
in each taxable year. Except as otherwise notedigimainder of this discussion assumes that KKRbeitreated as a partnership and not as ¢
corporation for U.S. federal income tax purposes.

If KKR fails to meet the Qualifying Inconfexception, other than a failure that is determibgdhe IRS to be inadvertent and that is curec
within a reasonable time after discovery, or if KiiRrequired to register under the Investment Camipect, KKR will be treated as if it had
transferred all of its assets, subject to lialgititito a newly formed corporation, on the first daghe year in which it fails to meet the
Qualifying Income Exception, in return for stocktirat corporation, and then distributed the stacthe KKR common unitholders in
liquidation of their interests in KKR. Based onmmt law, this deemed contribution and liquidatreould be tax-free to KKR common
unitholders so long as KKR does not have liabsifie excess of the tax basis of its assets atithat Thereafter, KKR would be treated as a
corporation for U.S. federal income tax purposes.

If KKR were treated as a corporation in tewable year, either as a result of a failure &znthe Qualifying Income Exception or
otherwise, its items of income, gain, loss and dédn would be reflected only on its tax returrneatthan being passed through to KKR
common unitholders, and it would be subject to d@porate income tax on its taxable income. Dhstions made to KKR common
unitholders would be treated as either taxabledéivd income, which may be eligible for reducedsatietaxation, to the extent of KKR's
current or accumulated earnings and profits, ahénabsence of earnings and profits, as a nontxahirn of capital, to the extent of the
holder's tax basis in the KKR common units, oraasble capital gain, after the holder's basisdsiced to zero. In addition, in the case of Non
U.S. Holders, distributions treated as dividendsiiidoe subject to withholding tax. Accordingly,dtment as a corporation would materially
reduce a holder's after-tax return and thus casgdlt in a reduction of the value of the KKR comnumrits.

If at the end of any taxable year KKR fadsaneet the Qualifying Income Exception, it maill gualify as a partnership if it is entitled to
relief under the Code for an inadvertent terminmatib partnership status. This relief will be avhl&if: (i) the failure is cured within a
reasonable time after discovery; (ii) the faillseletermined by the IRS to be inadvertent; angKKR agrees to make such adjustments
(including adjustments with respect to its partherso pay such amounts as are required by the lIRSnot possible to state whether KKR
would be entitled to this relief in any or all airostances. If this relief provision is inapplicabdea particular set of circumstances involving
KKR, it will not qualify as a partnership for fedgincome tax purposes. Even if this relief promisapplies and KKR retains its partnership
status, it or its unitholders (during the failueripd) will be required to pay such amounts asdatermined by the IRS.
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Taxation of KKR's Intermediate Holding Company

The income derived by KKR from KKR's funcinagement services and certain other investmdeely lvill not be qualifying income for
purposes of the Qualifying Income Exception. Tharefin order to meet the Qualifying Income ExceptiKKR holds interests in the KKR
Group Partnership that holds such fund managenoenpanies and other investments that may not gengtatlifying income for purposes of
the Qualifying Income Exception, indirectly througKR's intermediate holding company, KKR Managemdaldings Corp., which is treated
as a corporation for U.S. federal income tax puepos

As the holder of KKR Management Holdingsi€@ommon stock, KKR is not taxed directly on &anings of KKR Management
Holdings Corp. or the earnings of entities heldtiyh KKR Management Holdings Corp. Rather, as tnpapf KKR Management
Holdings L.P., KKR Management Holdings Corp. incur§. federal income taxes on its proportionateesbfany net taxable income of KKR
Management Holdings L.P. KKR Management HoldingspCs liability for U.S. federal income taxes amphcable state, local and other ta
could be increased if the IRS were to successfeijlocate income or deductions of the relatedieatconducting KKR's business.

Distributions of cash or other propertyttk&R receives from KKR Management Holdings Corjill onstitute dividends for U.S. fedel
income tax purposes to the extent paid from KKR &pment Holdings Corp.'s current or accumulatediegs and profits (as determined
under U.S. federal income tax principles). If thhecaint of a distribution by KKR Management Holdirgsrp. exceeds its current and
accumulated earnings and profits, such excesdwilieated as a tax-free return of capital to #terg of KKR's tax basis in the KKR
Management Holdings Corp. common stock, and thteafll be treated as a capital gain.

If KKR forms, for other purposes, a U.Stpmration or other entity treated as a U.S. corpamdor U.S. federal income tax purposes, tha
corporation would be subject to U.S. federal incdaeon its income.

Personal Holding Companies

KKR Management Holdings Corp. could be sabjo additional U.S. federal income tax on aiparbf its income if it is determined to be
a personal holding company, or PHC, for U.S. feldamme tax purposes. Subject to certain exceptiar.S. corporation will be classified
a PHC for U.S. federal income tax purposes in emiaxable year if (i) at any time during the laalf of such taxable year, five or fewer
individuals (without regard to their citizenshipresidency and including as individuals for thispgmse certain entities such as certain tax-
exempt organizations and pension funds) own odeesned to own (pursuant to certain constructiveessimp rules) more than 50% of the
stock of the corporation by value and (ii) at |e8@% of the corporation's adjusted ordinary grassiine, as determined for U.S. federal inci
tax purposes, for such taxable year consists of Pid@ne (which includes, among other things, dinidig interest, royalties, annuities and,
under certain circumstances, rents).

Due to applicable attribution rules, itikely that five or fewer individuals or tax-exemgtganizations will be treated as owning actually
or constructively more than 50% of the value of KKRRnagement Holdings Corp. common stock. ConsetydtkR Management Holdings
Corp. could be or become a PHC, depending on whitfagls the PHC gross income test. If, as adattmatter, the income of KKR
Management Holdings Corp. fails the PHC gross iretast, it will be a PHC. Certain aspects of thesgiincome test cannot be predicted witt
certainty. Thus, no assurance can be given that KitRagement Holdings Corp. will not become a PHI®¥dng this offering or in the
future.
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If KKR Management Holdings Corp. is or wénebecome a PHC in a given taxable year, it whngldubject to an additional 20% PHC
on its undistributed PHC income, which generallglues the company's taxable income, subject taioeadjustments. If KKR Management
Holdings Corp. were to become a PHC and had sagmifiamounts of undistributed PHC income, the arnoflRHC tax could be material.
However, distributions of such income reduce th&€Ritome subject to tax.

Certain State, Local and Non-U.S. Tax Matters

KKR and its subsidiaries may be subjedtéde, local or non-U.S. taxation in various juigidns, including those in which it or they
transact business, own property or reside. For pl@arKKR and its subsidiaries may be subject to Nerk City unincorporated business tax.
KKR may be required to file tax returns in somebiof those jurisdictions. The state, local or fd15. tax treatment of KKR and its common
unitholders may not conform to the U.S. federabime tax treatment discussed herein. KKR will pag-hbS. taxes, and dispositions of
foreign property or operations involving, or invesits in, foreign property may give rise to non-Un8ome or other tax liability in amounts
that could be substantial. Any non-U.S. taxes irediby KKR may not pass through to KKR common wilidkrs as a credit against their U.S.
federal income tax liability.

Consequences to U.S. Holders of KKR Common Units

The following is a summary of the matetia6. federal income tax consequences that willyafipyou as a U.S. Holder of KKR common
units.

For U.S. federal income tax purposes, ydacable share of KKR's items of income, gains)ateduction or credit will be governed by
KKR's partnership agreement if such allocationseHaubstantial economic effect" or are determireellet in accordance with your interest in
KKR. KKR believes that for U.S. federal income faxrposes, such allocations will have substantiahemic effect or be in accordance with
your interest in KKR, and KKR's managing partneeins to prepare tax returns based on such albosatif the IRS successfully challeng
the allocations made pursuant to KKR's partneragigement, the resulting allocations for U.S. fabiemcome tax purposes might be less
favorable than the allocations set forth in KKR&stpership agreement.

The characterization of an item of KKR'sdme, gain, loss, deduction or credit will be detieed at the KKR (rather than at your) level.
Similarly, the characterization of an item of Fuddldings' income, gain, loss deduction or credit ¢ determined at the level of Fund
Holdings or the level of any subsidiary partnershigrhich Fund Holdings owns an interest rathenthathe KKR level. Distributions KKR
receives from KKR Management Holdings Corp. willtagable as dividend income to the extent of KKRnisigement Holdings Corp.'s curr
and accumulated earnings and profits and, to ttenezllocable to individual holders of KKR commenits, they will be eligible for a reduced
rate of tax of 20%, provided that certain holdirgipd requirements are satisfied. Also, a U.S. Hottlat is a corporation, subject to
limitations, may be entitled to a dividends recdigeduction with respect to its shares of dividgpaisl to KKR by KKR Management
Holdings Corp.

KKR may derive taxable income from an irtmesnt that is not matched by a corresponding Bistion of cash. In addition, special
provisions of the Code may be applicable to ce®ikKKR's investments, and may affect the timind<#fR's income, requiring KKR (and,
consequently, you) to recognize taxable incomereefdKR (or you) receive cash, if any, attributatdesuch income. Accordingly, it is possi
that your allocable share of KKR's income for atipatar taxable year could exceed any cash dididhwyou receive for the year, thus giving
rise to an out-of-pocket tax liability for you.
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Basis

You will have an initial tax basis in yoKR common units equal to the amount paid for yKIR common units. Your basis will be
increased by your share of KKR's income and byeases in your share of KKR's liabilities, if anyo¥ basis will be decreased, but not below
zero, by distributions from KKR, by your share dkR's losses and by any decrease in your share & '&Kabilities.

If you acquire KKR common units in separasasactions you must combine the basis of thags and maintain a single adjusted tax
basis for all those units. Upon a sale or othepaligion of less than all of the KKR common un@égortion of that tax basis must be allocated
to the KKR common units sold.

Limits on Deductions for Losses and Expens

Your deduction of your share of KKR's Iasgéll be limited to your tax basis in your KKR camon units and, if you are an individual ¢
corporate holder that is subject to the "at riskés, to the amount for which you are considerdakettat risk" with respect to KKR's activities,
if that is less than your tax basis. In generaly wil be at risk to the extent of your tax basis/our KKR common units, reduced by (1) the
portion of that basis attributable to your shar&KR's liabilities for which you will not be persalty liable and (2) any amount of money you
borrow to acquire or hold your KKR common unitsthié lender of those borrowed funds owns an inténgskKR, is related to you or can look
only to the KKR common units for repayment. Youriak amount will generally increase by your allbleashare of KKR's income and gain
and decrease by cash distributions to you and gibarable share of losses and deductions. You reaapture losses deducted in previous
years to the extent that distributions cause ybusk amount to be less than zero at the end ptaxable year. Losses disallowed or recapt
as a result of these limitations will carry forwandd will be allowable to the extent that your besis or at risk amount, whichever is the
limiting factor, subsequently increases. Any exdess above that gain previously suspended bytthiskaor basis limitations may no longer
used.

KKR does not expect to generate incom@ssds from "passive activities" for purposes otiret69 of the Code. Accordingly, income
allocated to you by KKR may not be offset by yoecton 469 passive losses and losses allocatenitonay not be used to offset your
Section 469 passive income. In addition, other jsioms of the Code may limit or disallow any dedowrtfor losses by you or deductions
associated with certain assets of KKR in certaBesaYou should consult with your tax advisors rdigag the limitations on the deductibility
losses that you may be subject to under applicsdidons of the Code.

Limitations on Deductibility of Organizational Expeses and Syndication Fes

Neither KKR nor any U.S. Holder may dedoigjanizational or syndication expenses. Syndicdges (which would include any sales or
placement fees or commissions or underwriting diat@ayable to third parties) must be capitalized eannot be amortized or otherwise
deducted.

Limitations on Interest Deduction:

Your share of KKR's interest expense islliko be treated as "investment interest” expefiyeu are a non-corporate U.S. Holder, the
deductibility of "investment interest” expenseiisited to the amount of your "net investment incohour share of KKR's dividend and
interest income will be treated as investment inepatthough "qualified dividend income" subjectéduced rates of tax in the hands of an
individual will only be treated as investment ina@ifiyou elect to treat such dividend as ordinagome not subject to reduced rates of tax. Ir
addition, U.S. state and local tax laws may disalfeductions for your share of KKR's interest exgaen
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The computation of your investment intemgiense will take into account interest on anygimaaiccount borrowing or other loan incur
to purchase a common unit. Net investment incoroleides gross income from property held for investnaad amounts treated as portfolio
income under the passive loss rules less dedueigenses, other than interest, directly connegttdthe production of investment income,
but does not include long-term capital gains attdble to the disposition of property held for istreent. For this purpose, any long-term
capital gain or qualifying dividend income thatagable at long-term capital gain rates is exclufdech net investment income, unless the U.S
Holder elects to pay tax on such gain or dividermbime at ordinary income rates.

Deductibility of Partnership Investment Expendituseby Individual Partners and by Trusts and Esta

Subject to certain exceptions, all misaedlaus itemized deductions of an individual taxpaged certain of such deductions of an esta
trust, are deductible only to the extent that suetiuctions exceed 2% of the taxpayer's adjusteskgneome. Moreover, the otherwise
allowable itemized deductions of individuals whgsess income exceeds an applicable threshold anamerstubject to reduction by an amount
equal to the lesser of (1) 3% of the excess ofrttiwidual's adjusted gross income over the thrissamount, or (2) 80% of the amount of the
itemized deductions.

The operating expenses of Fund Holdingduifing any management fees paid, may be treatedsg®llaneous itemized deductions
subject to the foregoing rule. Accordingly, if yate a non-corporate U.S. Holder, you should corysult tax advisors with respect to the
application of these limitations.

Treatment of Distributions

Distributions of cash by KKR will not bextble to you to the extent of your adjusted taxis@escribed above) in your KKR common
units. Any cash distributions in excess of youmatfd tax basis will be considered to be gain fleensale or exchange of your KKR common
units (described below). Under current laws, suaih gvould be treated as capital gain and wouldbhg-term capital gain if your holding
period for your KKR common units exceeds one ygalject to certain exceptions (described belowjeduction in your allocable share of
KKR's liabilities, and certain distributions of nkatable securities by KKR, are treated similarastcdistributions for U.S. federal income tax
purposes.

Sale or Exchange of KKR Common Uni

You will recognize gain or loss on a sdl&KR common units equal to the difference, if abgtween the amount realized and your
adjusted tax basis in the KKR common units solduryamount realized will be measured by the sunhefdash or the fair market value of
other property received plus your share of KKRibilities, if any, at the time of such sale or exuge.

Subject to the exceptions discussed inghragraph, gain or loss recognized by you ondle @ exchange of a KKR common unit will
taxable as capital gain or loss and will be longateapital gain or loss if your holding period ioly KKR common units is greater than one
year on the date of such sale or exchange. If KERrot made a qualifying electing fund electionQ&f election, to treat KKR's interest il
passive foreign investment company, or PFIC, asadifted electing fund, or QEF, gain attributaldesuch an interest would be taxable as
ordinary income and would be subject to an intechatge. In addition, certain gain attributabl&iR's investment in a controlled foreign
corporation, or CFC, may be ordinary income antageigain attributable to "unrealized receivables"inventory items" would be
characterized as ordinary income rather than dagaia. For example, if KKR holds debt acquireganarket discount, accrued market
discount on such debt would be treated as "unesghliaceivables." The deductibility of capital lasgesubject to limitations.
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Holders who acquire units at different tsaand 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 th@iaation 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 Limitations

Subject to certain exceptions and limitasioyou will be entitled to a foreign tax credithviespect to your allocable share of creditable
foreign taxes paid on KKR's income and gains (othan the income and gains of KKR's intermediatdihg company). Complex rules may,
depending on your particular circumstances, litmit &vailability or use of foreign tax credits. Gafrom the sale of foreign investments ma
treated as U.S. source gains. Consequently, younotalye able to use the foreign tax credit ariiogn any foreign taxes imposed on such
gains unless such credit can be applied (subjeppiicable limitations) against tax due on otlmeoime treated as derived from foreign
sources. Certain losses that KKR incurs may bédteas foreign source losses, which could redue@thount of foreign tax credits otherwise
available.

Section 754 Electiot

KKR has an election in place pursuant tctiBe 754 of the Code. The election is irrevocahbihout the consent of the IRS, and will
generally require KKR to adjust the tax basis snassets, or "inside basis," attributable to asfeare of KKR common units under Section 743
(b) of the Code to reflect the purchase price efKIKR common units paid by the transferee. In agidjitKkKR Management Holdings L.P. has
made a Section 754 election. Therefore, similansidjents will be made upon the transfer of intsresKKR Management Holdings L.P.

Even though KKR will have a Section 754ctat in effect, because there is no Section 76dtien in effect for Fund Holdings, and Kk
will not make an election for it, it is unlikelyahKKR's Section 754 election will provide any staimsial benefit or detriment to a transferee of
KKR common units.

The calculations involved in the Sectiod Blection are complex. KKR will make them on thasik of assumptions as to the value of
KKR's assets and other matters.

Uniformity of KKR Common Units, Transferor/Transfee Allocations

Because KKR cannot match transferors aantsferees of KKR common units, it will adopt dejaigon, 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 avéglady you. It also could affect the timing of théag benefits or the amount of gain on the sale
of KKR common units and could have a negative impache value of KKR common units or result in égsidf and adjustments to KKR
common unitholders' tax returns.

In addition, generally KKR's taxable incoarel losses will be determined and apportioned gnrorestors using conventions KKR
regards as consistent with applicable law. As altg$ you transfer your KKR common units, you mlag allocated income, gain, loss and
deduction realized by KKR after the date of trans&milarly, a transferee may be allocated incogan, loss and deduction realized by KKR
prior to the date of the transferee's acquisitibKlKOR common units.

Although Section 706 of the Code genergityvides guidelines for allocations of items oftparship income and deductions between
transferors and transferees of partner interdgtsnbt clear that KKR's allocation method comphth its requirements. If KKR's convention
were not permitted, the IRS might contend that K&iakable income or losses must be reallocated gh@ninvestors. If such a contention
were sustained, your respective tax liabilities lddae adjusted to your
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possible detriment. KKR's managing partner is auld to revise its method of allocation betweemsferors and transferees (as well as
among investors whose interests otherwise vannduwitaxable period).

Foreign Currency Gain or Loss

KKR's functional currency will be the Udllar, and its income or loss will be calculatad).S. dollars. It is likely that KKR will
recognize "foreign currency" gain or loss with respto transactions involving non-U.S. dollar cagies. In general, foreign currency gain or
loss is treated as ordinary income or loss. Yowlkshoonsult your tax advisor with respect to thettaatment of foreign currency gain or loss.

Passive Foreign Investment Compani

KKR may own directly or indirectly interesn foreign entities that are treated as corponatior U.S. federal income tax purposes. You
may be subject to special rules as a result of yalirect investments in such foreign corporatiansluding the rules applicable to an
investment in a passive foreign investment compan?2FIC. KKR Management Holdings Corp. will be jab to similar rules as those
described below with respect to any PFICs owneettlir or indirectly by it.

A PFIC is defined as any foreign corponatiath respect to which either (1) 75% or moreta gross income for a taxable year is "pas
income" or (2) 50% or more of its assets in anybde year (generally based on the quarterly aveshges value of its assets) produce "pas
income." There are no minimum stock ownership neguents for shareholders in PFICs. Once a corporatialifies as a PFIC it is, subject to
certain exceptions, always treated as a PFIC, dégsw of whether it satisfies either of the quedifion tests in subsequent years. Any gain on
disposition of stock of a PFIC, as well as incomalized on certain "excess distributions" by thé®R#s treated as though realized ratably ove
the shorter of your holding period in KKR commoritsmmr KKR's holding period in the PFIC. Such gairincome is taxable as ordinary
income and dividends paid by a PFIC to an indiviauili not be eligible for the reduced rates of asion that are available for certain qualify
dividends. In addition, an interest charge wouldrbgosed on you based on the tax deferred fronr pgars.

Although it may not always be possible, KEkpects to make a QEF election under the Codeenpssible with respect to each entity
treated as a PFIC to treat such non-U.S. entity@EF in the first year KKR holds shares in sudityerA QEF election is effective for the
taxable year for which the election is made anduaisequent taxable years and may not be revokbdwithe consent of the IRS. If KKR
makes a QEF election with respect to its intemrest PFIC, in lieu of the foregoing treatment, ituMbbe required to include in income each
year a portion of the ordinary earnings and neitabgains of the QEF called "QEF Inclusions," e¥femot distributed to it. Thus, holders m
be required to report taxable income as a res\@Ef Inclusions without corresponding receiptsasftc However, a holder may elect to defer.
until the occurrence of certain events, paymernhefU.S. federal income tax attributable to QEHRuUsions for which no current distributions
are received, but will be required to pay intemsthe deferred tax computed by using the statutteyof interest applicable to an extension o
time for payment of tax. KKR's tax basis in therglseof such non-U.S. entities, and a holder's bas{&R common units, will be increased to
reflect QEF Inclusions. No portion of the QEF Irgtbn attributable to ordinary income will be elifor reduced rates of taxation. Amounts
included as QEF Inclusions with respect to direxct iadirect investments generally will not be taxegmin when actually distributed. You
should consult your tax advisors as to the mamuamich QEF Inclusions affect your allocable shafr&KR's income and your basis in your
KKR common units.

Alternatively, in the case of a PFIC thaaipublicly traded foreign company, KKR may makeskection to "mark to market" the stock of
such foreign company on an annual basis. Pursaasuich
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an election, you would include in each year asmagdi income the excess, if any, of the fair mavkdtie of such stock over its adjusted basis ¢
the end of the taxable year. You may treat as argiloss any excess of the adjusted basis of tok stver its fair market value at the end of
year, but only to the extent of the net amount jogsly included in income as a result of the etatin prior years

KKR may make certain investments, includimginstance investments in specialized investnfigmils or investments in funds of funds
through non-U.S. corporate subsidiaries of the KBiRup Partnerships or through other non-U.S. catpmns. Such entities may be PFICs for
U.S. federal income tax purposes. In addition,atemf KKR's investments could be in PFICs. ThuKR<can make no assurance that some o
its investments will not be treated as held throadgt~IC or as interests in PFICs or that such PRiCCbe eligible for the "mark to market"
election, or that as to any such PFICs KKR willdide to make QEF elections.

If KKR does not make a QEF election witegect to a PFIC, Section 1291 of the Code willttedlagain on a disposition by KKR of
shares of such entity, gain on the disposition iRKcommon units by a holder at a time when KKR owiares of such entity, as well as
certain other defined "excess distributions,” akéf gain or excess distribution were ordinary mecearned ratably over the shorter of the
period during which the holder held its KKR commuanits or the period during which KKR held sharesiiich entity. For gain and excess
distributions allocated to prior years, (i) the take will be the highest in effect for that taxalgkar and (ii) the tax will be payable generally
without regard to offsets from deductions, lossas expenses. Holders will also be subject to asrést charge for any deferred tax. No por
of this ordinary income will be eligible for theviarable tax rate applicable to "qualified dividéndome" for individual U.S. persons.

Controlled Foreign Corporations

A non-U.S. entity will be treated as a coheéd 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 ciordb voting power of all classes of stock of th@+#bS. entity entitled to vote or (ii) the to
value of the stock of the non-U.S. entity is owigdJ.S. Shareholders on any day during the taxgdde of such non-U.S. entity. For this
purpose, a "U.S. Shareholder" with respect to alb@ entity means a U.S. person (including a gaitnership like KKR) that owns 10% or
more of the total combined voting power of all skes of stock of the non-U.S. entity entitled toevot

When making investment or other decisisti€R will consider whether an investment will be &C and the consequences related the
If KKR is a U.S. Shareholder in a non-U.S. entltgitis treated as a CFC, each KKR common unithatdgr be required to include in income
its allocable share of the CFC's "Subpart F" incoeported by KKR. Subpart F income generally inelidividends, interest, net gain from the
sale or disposition of securities, non-actively aged rents and certain other generally passivestgpmcome. The aggregate Subpart F
income inclusions in any taxable year relating pmeticular CFC are limited to such entity's cutrearnings and profits. These inclusions are
treated as ordinary income (whether or not suclugigns are attributable to net capital gains). S fan investor may be required to report as
ordinary income its allocable share of the CFClspaut F income reported by KKR without correspondiaceipts of cash and may not benefit
from capital gain treatment with respect to thetiparof KKR's earnings (if any) attributable to meipital gains of the CFC.

The tax basis of KKR's shares of such nd&-@ntity, and your tax basis in your KKR commaiitsj will be increased to reflect any
required Subpart F income inclusions. Such incontieoa treated as income from sources within thététhStates, for certain foreign tax cre
purposes, to the extent derived by the CFC from Eb8rces. Such income will not be eligible for teduced rate of tax applicable to
"qualified dividend income" for individual U.S. mems. See above under
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"—Limitations on Interest Deductions." Amounts indéd as such income with respect to direct anddntlinvestments generally will not be
taxable again when actually distributed.

Regardless of whether any CFC has Subpakdtme, any gain allocated to you from KKR's disfion of stock in a CFC will be treated
as dividend income to the extent of your allocatblare of the current and/or accumulated earnindeofits of the CFC, which may be
eligible for the reduced rates of taxation applieab certain qualified dividends. In this regagdrnings would not include any amounts
previously taxed pursuant to the CFC rules. Howevetlosses (if any) of a non-U.S. entity ownedtR that is treated as a CFC will not
pass through to you. Moreover, a portion of youndem the sale or exchange of your KKR commortsiniay be treated as ordinary income
Any portion of any gain from the sale or exchanfja oommon unit that is attributable to a CFC mayreated as an "unrealized receivable"
taxable as ordinary income. See "—Sale or Exchah¢gkR Common Units."

If a non-U.S. entity held by KKR is classd as both a CFC and a PFIC during the time KK&sS. Shareholder of such non-U.S.
entity, you will be required to include amountsrinome with respect to such nthS. entity pursuant to this subheading, and timseguence
described under "—Passive Foreign Investment Cormapaabove will not apply. If KKR's ownership pentage in a non-U.S. entity changes
such that KKR is not a U.S. Shareholder with respesuch norld.S. entity, then you may be subject to the PFIEsUThe interaction of the
rules is complex, and prospective holders are utgednsult their tax advisors in this regard.

Investment Structure

To manage its affairs so as to meet thdifpury Income Exception for the publicly tradedrpeership rules (discussed above) and cor
with certain requirements in its partnership agreetnKKR may need to structure certain investménisugh entities classified as corporati
for U.S. federal income tax purposes. However, bse& KR common unitholders will be located in nuouertaxing jurisdictions, no
assurances can be given that any such investrmantuse will be beneficial to all KKR common unitders to the same extent, and may even
impose additional tax burdens on some KKR commathalders. As discussed above, if the entity wen®a-U.S. corporation it may be
considered a CFC or PFIC. If the entity were a ddsporation, it would be subject to U.S. fedengidme tax on its operating income,
including any gain recognized on its disposal ®fritvestments. In addition, if the investment iveal U.S. real estate, gain recognized on
disposition of the real estate would generally ligject to U.S. federal income tax, whether the omfion is a U.S. or a non-U.S. corporation.

Taxes in Other State, Local, and Non-U.S. Jurisdats

In addition to U.S. federal income tax camgences, you may be subject to potential U.S atad local taxes because of an investment i
KKR in the U.S. state or locality in which you aeesident for tax purposes or in which KKR hagstments or activities, including
jurisdictions in which KKR holds certain real estabil, gas or similar natural resou-related investments. You may also be subjectxo ta
return filing obligations and income, franchiseotier taxes, including withholding taxes, in stéeal or nond.S. jurisdictions in which KKF
invests, or in which entities in which KKR ownséngsts conduct activities or derive income. Incamgains from investments held by KKR
may be subject to withholding or other taxes insgictions outside the United States, subject éopthssibility of reduction under applicable
income tax treaties. If you wish to claim the bénaffan 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 KKR.
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U.S. Federal Estate Taxes

KKR common units will be included in theogs estate of a U.S. citizen or resident for UeBefal estate tax purposes. Therefore, a U.S.
federal estate tax may be payable in connectiom thié¢ death of a holder of KKR common units. Prefipe individual U.S. Holders should
consult their own tax advisors concerning the piaeh.S. federal estate tax consequences withexddp KKR common units.

Medicare Tax

U.S. Holders that are individuals, estatesusts are subject to a Medicare tax of 3.8%ma investment income" (or undistributed "net
investment income," in the case of estates ants)ricr each taxable year, with such tax applymthe lesser of such income or the excess of
such person's adjusted gross income (with certfjirsaments) over a specified amount. Net investriratime includes net income from
interest, dividends, annuities, royalties and ramis net gain attributable to the disposition @Estment property. It is anticipated that net
income and gain attributable to your ownership ERcommon units will be included in your "net int@&nt income" subject to this Medici
tax.

U.S. Taxation of Tax-Exempt U.S. Holders of KKR Cormmon Units

A holder of KKR common units that is a axempt organization for U.S. federal income taxppses and therefore generally exempt 1
U.S. federal income taxation will nevertheless ligiect to unrelated business taxable income, orlUJ®Tthe extent, if any, that its allocable
share of KKR's income consists of UBTI. A tax-exémartner of a partnership that regularly engagestrade or business which is unrelated
to the exempt function of the tax-exempt partnestmclude in computing its UBTI its pro rata sh@mhether or not distributed) of such
partnership's gross income and deductions derivad §uch unrelated trade or business. Moreoverx-axempt partner of a partnership will
treated as earning UBTI to the extent that suctnpeship derives income from "debt-financed propéxr if the partner interest itself is debt
financed. Debt-financed property means property heeproduce income with respect to which ther@adgjuisition indebtedness” (that is,
indebtedness incurred in acquiring or holding prigpe

As a result of incurring acquisition indethhess and certain investments in natural res@ssts, such as oil and gas properties, KKR
derive income that constitutes UBTI. Consequemtliplder of KKR common units that is a tax-exemganization (including an individual
retirement account or 401(k) plan participant) Wiely be subject to unrelated business incomedake extent that its allocable share of
KKR's income consists of UBTI. In addition, a taxeept partner may be subject to unrelated busimessne tax on a sale of their KKR
common units. Tax exempt U.S. Holders of KKR commaits should consult their own tax advisors regay@ll aspects of UBTI.

Investments by U.S. Mutual Funds

U.S. mutual funds that are treated as e#gdlinvestment companies, or RICs, for U.S. fddecame tax purposes are required, among
other things, to meet an annual 90% gross incordeaajuarterly 50% asset value test under Sectia(b35f the Code to maintain their
favorable U.S. federal income tax status. The 908s8gjincome test requires that, for a corporatoquialify as a RIC, at least 90 percent of
such corporation's annual income must be "quabfyirtome," which is generally limited to investmémtome of various types. The 50% asse
value test requires that, for a corporation to ifpgak a RIC, at the close of each quarter of #xable year, at least 50 percent of the value of
such corporation's total assets must be represbgtedsh and cash items (including receivables)egonent securities, securities of other
RICs, and other securities limited in respect of
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any one issuer to an amount not greater in valae Shpercent of the value of the total assetsetthiporation and to not more than 10 percen
of the outstanding voting securities of such issuer

The treatment of an investment by a RIBKR common units for purposes of these tests vdpehd on whether KKR is treated as a
"qualifying publicly traded partnership.”" If KKR &0 treated, then the KKR common units themselweshe relevant assets for purposes o
50% asset value test and the net income from thR K&mmon units is the relevant gross income foppses of the 90% gross income test.
RICs may not invest greater than 25 percent of @ssets in one or more qualifying publicly tragedtnerships. All income derived from a
qualifying publicly traded partnership is considkgpialifying income for purposes of the RIC 90%sgracncome test above. However, if KKR
is not treated as a qualifying publicly traded parship for purposes of the RIC rules, then theviatt assets for the RIC asset test will be the
RIC's allocable share of the underlying assets bgldKR and the relevant gross income for the Ri€bme test will be the RIC's allocable
share of the underlying gross income earned by KiK&tuding assets held in connection with and ineatarived with respect to investments
in natural resources assets, such as oil and gasies, which may not be qualifying assets ooine for the RIC qualifying asset and income
tests above. Whether KKR will qualify as a "quailiy publicly traded partnership"” depends on thecerature of its future investments, but it
is likely that KKR will not be treated as a "quglifig publicly traded partnership.” In addition,discussed above under "—Consequences to
U.S. Holders of KKR Common Units," KKR may deriaxable income from an investment that is not matdiea corresponding cash
distribution. Accordingly, a RIC investing in KKRommon units may recognize income for U.S. federabime tax purposes without receiving
cash with which to make distributions in amountsassary to satisfy the distribution requirementeaursections 852 and 4982 of the Code fo
avoiding income and excise taxes. RICs should dbtigir own tax advisors about the U.S. tax consages of an investment in KKR
common units.

Consequences to Non-U.S. Holders of KKR Common Uit
U.S. Income Tax Consequences

KKR expects that it will be engaged in &Urade or business for U.S. federal income tapgses, including by reason of its investment:
in U.S. real property, corporations that own sigifit amounts of U.S. real property, and oil ansl gr@perties, in which case some portion of
its income would be treated as effectively conngateome with respect to Non-U.S. Holders, or BCA Non-U.S. Holder were treated as
being engaged in a U.S. trade or business in aayhgcause of an investment in KKR common unituith year, such Non-U.S. Holder
generally would be: (1) subject to withholding bi{R on such Non-U.S. Holder's distributions of EQI) required to file a U.S. federal
income tax return for such year reporting its alde share, if any, of income or loss effectivadniected with such trade or business,
including certain income from U.S. sources notteglgo KKR.; and (3) required to pay U.S. fedenaglbime tax at regular U.S. federal income
tax rates on any such income. Moreover, a corpdtateU.S. Holder might be subject to a U.S. brapieifits tax on its allocable share of its
ECI. Any amount withheld would be creditable agaswch Non-U.S. Holder's U.S. federal income takility, and such Non-U.S. Holder
could claim a refund to the extent that the amevititheld exceeded such Non-U.S. Holder's U.S. fddecome tax liability for the taxable
year. Finally, if KKR were treated as being engagea U.S. trade or business, a portion of any gatognized by a holder who is a MU.S.
Holder on the sale or exchange of its KKR commoitswould be treated for U.S. federal income tasppees as ECI, and hence such Non-
U.S. Holder could be subject to U.S. federal incdaxeon the sale or exchange of its KKR commonsunit

Distributions to you may also be subjedtt&. withholding tax to the extent such distributis attributable to the sale of a U.S. real
property interest. Also, you may be subject to WvBhholding tax on allocations of KKR's income tlaae fixed or determinable annual or
periodic income under the Code, unless an exemfrioom or a reduced rate of such withholding appéied certain tax status
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information is provided. Although each Non-U.S. #i&l is required to provide an IRS Form W-8, KKR nmay be able to provide complete
information related to the tax status of its ineestto the KKR Group Partnerships or KKR Managentésitlings Corp. for purposes of
obtaining reduced rates of withholding on behalit®investors. If such information is not provigdéd the extent KKR receives dividends from
KKR Management Holdings Corp. or from a U.S. cogtion through Fund Holdings and its investment elelsi your allocable share of
distributions of such income will be subject to Unithholding tax. Therefore, if you would not hebgect to U.S. tax based on your tax status
or are eligible for a reduced rate of U.S. withlodd you may need to take additional steps to wecaicredit or refund of any excess
withholding tax paid on your account. This may uug the filing of a non-resident U.S. income taame with the IRS. Among other
limitations, if you reside in a treaty jurisdictiovhich does not treat KKR as a pakssugh entity, you may not be eligible to receaveefund o
credit of excess U.S. withholding taxes paid onryamcount. You should consult your tax advisorarding the treatment of U.S. withholding
taxes.

Special rules may apply in the case of a-Nd. Holder that: (1) has an office or fixed plafdusiness in the United States; (2) is pre
in the United States for 183 days or more in alibexgiear; or (3) is a former citizen of the Unitethtes, a foreign insurance company that is
treated as holding a partner interest in KKR inr@mstion with their U.S. business, a PFIC or a cafpon that accumulates earnings to avoid
U.S. federal income tax. You should consult youraevisors regarding the application of these speales.

U.S. Federal Estate Tax Consequences

The U.S. federal estate tax treatment oRKilOmmon units with regard to the estate of a ritiren who is not a resident of the United
States is not entirely clear. If KKR common units encludable in the U.S. gross estate of suchopethen a U.S. federal estate tax might be
payable in connection with the death of such perslam-U.S. Holders who are non-citizens and ndtezgs of the United States should
consult their own tax advisors concerning the piidéb).S. federal estate tax consequences of owikkig common units.

Administrative Matters
Taxable Year

KKR currently uses the calendar year ataitable year for U.S. federal income tax purposesler certain circumstances which KKR
currently believes are unlikely to apply, a taxajgar other than the calendar year may be reqtoreslich purposes.

Tax Matters Partner

KKR's managing partner will act as its "taatters partner." As the tax matters partner, KkRanaging partner will have the authority,
subject to certain restrictions, to act on KKR'eddein connection with any administrative or judiareview of KKR's items of income, gain,
loss, deduction or credit.

Information Returns

KKR has agreed to furnish to you, as saoreasonably practicable after the close of ealgmdar year, tax information (including
Schedule K-1), which describes on a U.S. dollarsbasur share of KKR's income, gain, loss and ddduodor its preceding taxable year. It
may require longer than 90 days after the end oRkKiscal year to obtain the requisite informatimom all lower-tier entities so that K-1s
may be prepared for KKR. Consequently, common oidérs who are U.S. taxpayers should anticipate¢ieel to file annually with the IRS
(and certain states) a request for an extensiornAma8 15 or the otherwise applicable due dat¢hafir income tax return for the taxable year
addition, each partner will be required to reportdll tax purposes consistently with the inforroatprovided by KKR for the taxable year.
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In preparing this information, KKR will usrious accounting and reporting conventions, sofivehich have been mentioned in the
previous discussion, to determine your share afrime;, gain, loss and deduction. The IRS may suaggssbntend that certain of these
reporting conventions are impermissible, which daelsult in an adjustment to your income or loss.

KKR may be audited by the IRS. Adjustmeastulting from an IRS audit may require you to atlprior year's tax liability and possibly
may result in an audit of your own tax return. Aaudit of your tax return could result in adjustngenét related to KKR's tax returns as well as
those related to KKR's tax returns.

Tax Shelter Regulations

If KKR were to engage in a "reportable sagtion," KKR (and possibly you and others) woutdréquired to make a detailed disclosur
the transaction to the IRS in accordance with s governing tax shelters and other potenttaltymotivated transactions. A transaction
may be a reportable transaction based upon argvefal factors, including the fact that it is aeygf tax avoidance transaction publicly
identified by the IRS as a "listed transactionthat it produces certain kinds of losses in exoé$2 million. An investment in KKR may be
considered a "reportable transaction” if, for exlEmidKR recognizes certain significant losses ia filture. In certain circumstances, a
common unitholder who disposes of KKR common uinita transaction resulting in the recognition bgtsholder of significant losses in
excess of certain threshold amounts may be obligatéisclose its participation in such transactidR's participation in a reportable
transaction also could increase the likelihood itsat).S. federal income tax information returndgossibly your tax return) would be audited
by the IRS. Certain of these rules are currentlylear and it is possible that they may be apple@bkituations other than significant loss
transactions. Moreover, if KKR were to participate reportable transaction with a significant msg to avoid or evade tax, or in any listed
transaction, you may be subject to: (i) significaoturacy-related penalties with a broad scopefofiithose persons otherwise entitled to
deduct interest on federal tax deficiencies, nondghility of interest on any resulting tax lialtyji and (iii) in the case of a listed transactian
extended statute of limitations. Common unitholddrsuld consult their tax advisors concerning amgsible disclosure obligation under the
regulations governing tax shelters with respethéodispositions of their interests in KKR.

Constructive Termination

Subject to the electing large partnerships described below, KKR will be considered toenbeen terminated for U.S. federal income
purposes if there is a sale or exchange of 50%oave rof the total interests in KKR's capital andfigsowvithin a 12-month period. KKR's
termination would result in the close of its taxapeéar for all of KKR's common unitholders. In tase of a holder reporting on a taxable yeal
other than a fiscal year ending on KKR's year-¢inel closing of KKR's taxable year may result in entiran 12 months of KKR's taxable
income or loss being includable in the holder'satd& income for the year of termination. KKR woblkel required to make new tax elections
after a termination. A termination could also résulpenalties if KKR were unable to determine tiie termination had occurred. Moreover, a
termination might either accelerate the applicatfror subject KKR to, any tax legislation enacbedore the termination.

Elective Procedures for Large Partnershi,

The Code allows large partnerships to edetamlined procedures for income tax reportirigs Election would reduce the number of
items that must be separately stated on the Scbed#ul that are issued to KKR common unitholdensl, such Schedules Kwould have to k
provided to KKR common unitholders on or beforefirgt March 15 following the close of each taxap&ar. In addition, this election would
prevent KKR from suffering a "technical terminatiqavhich would close
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KKR's taxable year) if within a 12-month periodriés a sale or exchange of 50 percent or morekd®'K total interests. It is possible KKR
might make such an election, if eligible. If KKR k& such election, IRS audit adjustments will filmough to KKR common unitholders for
the years in which the adjustments take effedherathan the year to which the adjustment reldteaddition, KKR, rather than its common
unitholders individually, generally will be liabfer any interest and penalties that result fronaadit adjustment.

Withholding and Backup Withholding

For each calendar year, KKR will reporyytu and the IRS the amount of distributions KKR e&al you and the amount of U.S. federal
income tax (if any) that KKR withheld on those distitions. The proper application to KKR of rules fvithholding under Section 1441 of the
Code (applicable to certain dividends, interestsimdlar items) is unclear. Because the documenma&{iKR receives may not properly reflect
the identities of partners at any particular tirmelight of possible sales of KKR common units), Rknay over-withhold or under-withhold
with respect to a particular holder of KKR commanits. For example, KKR may impose withholding, rethat amount to the IRS and thus
reduce the amount of a distribution paid to a No8-UWolder. It may turn out, however, the correspiog amount of KKR's income was not
properly allocable to such holder, and the withimdshould have been less than the actual withhgldsuch holder would be entitled to a
credit against the holder's U.S. federal incomditdility for all withholding, including any suclxcess withholding, but if the withholding
exceeded the holder's U.S. federal income taxlifahihe holder would have to apply for a refulndaobtain the benefit of the excess
withholding. Similarly, KKR may fail to withhold oa distribution, and it may turn out the corresgngdncome was properly allocable to a
Non-U.S. Holder and withholding should have been inggosn that event, KKR intends to pay the underagtd amount to the IRS, and KKR
may treat such under-withholding as an expensentitidie borne by all partners on a pro rata bé&siisce KKR may be unable to allocate any
such excess withholding tax cost to the relevant-NdS. Holder).

Under the backup withholding rules, you rbaysubject to backup withholding tax (at the aygliie rate, currently 28%) with respect to
distributions paid unless: (i) you are an exempipient and demonstrate this fact when requirediijoyou provide a taxpayer identification
number, certify as to no loss of exemption fromKegcwithholding tax and otherwise comply with thgphlcable requirements of the backup
withholding tax rules. If you are an exempt holden) should indicate your exempt status on a pippempleted IRS Form W-9. A Non-U.S.
Holder may qualify as an exempt recipient by sutingita properly completed applicable IRS Form V\B&ckup withholding is not an
additional tax. The amount of any backup withhajdirom a payment to you will be allowed as a crediinst your U.S. federal income tax
liability and may entitle you to a refund.

If you do not timely provide KKR (or theeglring agent or other intermediary, as appropriait) IRS Form W-8 or W8, as applicable, «
such form is not properly completed, you may becsnigect to U.S. backup withholding taxes in exadsgshat would have been imposed |
KKR received certifications from all investors. Buexcess U.S. backup withholding taxes may beeddeay KKR as an expense that will be
borne by all investors on a pro rata basis (sink& Knay be unable to allocate any such excess wilhtgptax cost to the holders that failed to
timely provide the proper U.S. tax certifications).

Additional Withholding Requirement

Under recently enacted legislation and adstriative guidance, the relevant withholding ageay be required to withhold 30% of any
interest, dividends and other fixed or determinapirual or periodical gains, profits and incomerfreources within the United States paid i
June 30, 2014 or gross proceeds from the saleyopraperty of a type that can produce interestiziddnds from sources within the United
States occurring after December 31, 2016 to (dyeidn financial institution
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(which for this purpose includes foreign brokerddes clearing organizations, investment compariedge funds and certain other investmen
entities) unless such foreign financial institutemters into an agreement with the Treasury putdoamhich it agrees to verify, report and
disclose its U.S. accountholders to the IRS andptieswith certain other specified requirementg§Xra non-financial foreign entity that is a
beneficial owner of the payment unless such efaitycertifies that it does not have any substahti&l. owners, (b) provides the name, addres:
and taxpayer identification number of each of itbstantial U.S. owners and meets certain otheiifggetcequirements or (c) otherwise
qualifies for an exemption from this withholdingohtU.S. and U.S. Holders are encouraged to cotiwiltown tax advisors regarding the
possible implications of this proposed legislatoontheir investment in KKR common units.

Nominee Reporting
Persons who hold an interest in KKR asminee for another person are required to furniskK&:

(1) the name, address and taxpayer identificationber of the beneficial owner and the nominee;

(2) whether the beneficial owner is: (i) a persiwat is not a U.S. person; (ii) a foreign governtnan international organization or
any wholly owned agency or instrumentality of eitbéthe foregoing; or (iii) a tax-exempt entity;

(3) the amount and description of KKR common units hatdjuired or transferred for the beneficial owrer

(4) specific information including the dates of acqiiisis and transfers, means of acquisitions andfeas and acquisition cost for
purchases, as well as the amount of net proceedsdales.

Brokers and financial institutions are negd to furnish additional information, includinghether they are U.S. persons and specific
information on KKR common units they acquire, hotdransfer for their own account. A penalty of $&0 failure, up to a maximum of
$100,000 per calendar year, is imposed by the Godailure to report that information to KKR. Ti@minee is required to supply the
beneficial owner of the KKR common units with tiarmation furnished to KKR.

New Legislation or Administrative or Judicial Actio

The rules dealing with U.S. federal incameation are constantly under review by personslired in the legislative process, the IRS and
the Treasury, frequently resulting in revised iptetations of established concepts, statutory aisngvisions to regulations and other
modifications and interpretations. No assurancebeagiven as to whether, or in what form, any pea® affecting KKR or KKR's common
unitholders will be enacted. The present U.S. faeldacome tax treatment of an investment in KKR owon units may be modified by
administrative, legislative or judicial interpratat at any time, and any such action may affectstments and commitments previously made.
Changes to the U.S. federal income tax laws amatprgtations thereof could make it more difficulimpossible to be treated as a partnership
that is not taxable as a corporation for U.S. fabi@come tax purposes, affect or cause KKR to ghats investments and commitments, affec
the tax considerations of an investment in KKR,ngjeathe character or treatment of portions of KKiRé®me (including, for instance, the
treatment of carried interest as ordinary incontleenathan capital gain) and adversely affect aestment in KKR common units. See risks
described in the sections entitled "Risk FactorsskRRelated to the Ownership of KKR Common Units—KKstructure involves complex
provisions of U.S. federal income tax laws for whit clear precedent or authority may be availdliese structures also are subject to
potential legislative,
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judicial or administrative change and differingargretations, possibly on a retroactive basis,""&isk Factor—Risks Related to the
Ownership of KKR Common Units—The U.S. Congressdmssidered legislation that would have (i) in sarases after a ten-year period,
precluded KKR from qualifying as a partnershipequired KKR to hold carried interest through tagaslibsidiary corporations and (ii) taxed
certain income and gains at increased rates. IEaniar legislation were to be enacted and applKR, the after tax income and gain related
to KKR's business, as well as the market price WRkcommon units, could be reduced”. KKR and KKR ocoom unitholders could be
adversely affected by any such change in, or amy tex law, regulation or interpretation. KKR's argzational documents and agreements
permit the board of directors to modify the amended restated operating agreement from time to, tmtaout the consent of the common
unitholders, in order to address certain changés $ federal income tax regulations, legislatiointerpretation. In some circumstances, suct
revisions could have a material adverse impacoomesor all of KKR's common unitholders.

THE FOREGOING DISCUSSION IS NOT INTENDED ASSUBSTITUTE FOR CAREFUL TAX PLANNING. THE TAX MATERS
RELATING TO KKR AND ITS COMMON UNITHOLDERS ARE COMPEX AND ARE SUBJECT TO VARYING INTERPRETATIONS.
MOREOVER, THE MEANING AND IMPACT OF TAX LAWS AND OFPROPOSED CHANGES WILL VARY WITH THE PARTICULA
CIRCUMSTANCES OF EACH KKR COMMON UNITHOLDER. KKR CEMON UNITHOLDERS SHOULD CONSULT THEIR TAX
ADVISORS WITH RESPECT TO THE U.S. FEDERAL, STATEQCAL, FOREIGN AND OTHER TAX CONSEQUENCES RELATING
TO OWNING KKR COMMON UNITS. THIS FOREGOING DISCUSSN ONLY ADDRESSES THE MATERIAL U.S. FEDERAL TAX
CONSIDERATIONS OF THE OWNERSHIP AND DISPOSITION GIKR COMMON UNITS AND DOES NOT ADDRESS THE TAX
CONSEQUENCES UNDER THE LAWS OF ANY TAX JURISDICTIORTHER THAN THE UNITED STATES. NON-U.S. HOLDERS,
THEREFORE, SHOULD CONSULT THEIR OWN TAX ADVISORS RFARDING THE TAX CONSIDERATIONS TO THEM OF THE
U.S. OWNERSHIP AND DISPOSITION OF KKR COMMON UNITSNDER THE LAWS OF THEIR OWN TAXING JURISDICTION.
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DESCRIPTION OF KKR'S LIMITED PARTNERSHIP AGREEMENT

The following is a description of the material tarof KKR's partnership agreement and is qualifie@s entirety by reference to all of 1
provisions of KKR's partnership agreement, which beaen filed as an exhibit to the registrationesta¢nt of which this pro»
statement/prospectus forms a part. Because thizigéien is only a summary of the terms of KKR'stiparship agreement, it may not contain
all of the information that you may find importakbr additional information, you should read "Degation of KKR Common Units," "Materii
U.S. Federal Income Tax Consequences of the Meegat"Material U.S. Federal Income Tax ConsequendéddKR Common Units
Ownership."

KKR's Managing Partner

KKR's managing partner, KKR Management Lishe general partner of KKR that manages aliKR's operations and activities.
KKR's managing partner is authorized in generglexdorm all acts that it determines to be necessagppropriate to carry out KKR's purpa
and to conduct KKR's business. KKR's managing paiiswholly owned by KKR's principals and contedllby KKR's founders. KKR
common unitholders have only limited voting righetating to certain matters and, therefore, wilkdéimited or no ability to influence
management's decisions regarding KKR's business.

Purpose

Under KKR's partnership agreement, KKRasmitted to engage, directly or indirectly, in amnysiness activity that is approved by KKR's
managing partner and that lawfully may be condubted limited partnership organized under Delavwawne

Power of Attorney

Each limited partner of KKR, and each parato acquires a limited partner interest in acanog with KKR's partnership agreement,
grants to KKR's managing partner and, if appoingéelijuidator, a power of attorney to, among otihérgs, execute and file documents
required for KKR's qualification, continuance, dikgion or termination. The power of attorney ajgants KKR's managing partner the
authority to amend, and to make consents and wsaivader, KKR's partnership agreement and certdfiohtimited partnership, in each case in
accordance with KKR's partnership agreement.

Capital Contributions

KKR's common unitholders are not obligaieanake additional capital contributions, exceptlascribed below under "—Limited
Liability." KKR's managing partner is not obligenltnake any capital contributions.

Limited Liability

Assuming that a limited partner of KKR does participate in the control of KKR's businegthim the meaning of the Delaware Limited
Partnership Act and that person otherwise actsifiocmity with the provisions of KKR's partnerstagreement, such person's liability under
the Delaware Limited Partnership Act would be lidit subject to possible exceptions, to the amoucamital such person is obligated to
contribute to KKR for such person's common unitss@uch person's share of any undistributed praditsassets. If it were determined
however that the right, or exercise of the rightthe limited partners as a group:

. to approve some amendments to KKR's partnershigeawgnt; or

. to take other action under KKR's partnership agesgnrconstituted "participation in the control"KiKR's business for the
purposes of the Delaware Limited Partnership Aent
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KKR's limited partners could be held personallpléafor KKR's obligations under the laws of Delaw#w the same extent as
KKR's managing partner. This liability would extetedpersons who transact business with KKR whoealsly believe that the
limited partner is a general partner. Neither KKjpastnership agreement nor the Delaware Limitedneeship Act specifically
will provide for legal recourse against KKR's maingigpartner if a limited partner were to lose liadltliability through any fault
of KKR's managing partner. While this does not miet a limited partner could not seek legal reseuKKR knows of no
precedent for this type of a claim in Delaware dase The limitation on KKR's managing partnerabiiity does not constitute
waiver of compliance with U.S. federal securiti@s$ that would be void under Section 14 of the 8tes Act.

Under the Delaware Limited Partnership A&dimited partnership may not make a distributiom 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 recour$e o
creditors is limited to specific property of therjpeership, would exceed the fair value of the asséthe limited partnership. For the purpose o
determining the fair value of the assets of a Bahipartnership, the Delaware Limited Partnershipphovides that the fair value of property
subject to liability for which recourse of creditas limited will be included in the assets of lineited partnership only to the extent that the
value of that property exceeds the non-recourditia The Delaware Limited Partnership Act progglthat a limited partner who receives a
distribution and knew at the time of the distrilomtithat the distribution was in violation of thelBware Limited Partnership Act would be
liable to the limited partnership for the amounttod distribution for three years. Under the Del@namited Partnership Act, a substituted
limited partner of a limited partnership is lialbbe the obligations of his assignor to make conttifins to the partnership, except that such
person is not obligated for liabilities unknownhion at the time he became a limited partner antddbiald not be ascertained from the limited
partnership agreement.

Moreover, if it were determined that KKRmneeonducting business in any state without compgawith the applicable limited partners
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 linp@dnership agreement constituted "participatiothe control" of KKR's business for
purposes of the statutes of any relevant jurisaictinen the limited partners could be held per$ptiable for KKR's obligations under the law
of that jurisdiction to the same extent as KKR'siaging partner. KKR intends to operate in a matmetr KKR's managing partner considers
reasonable and necessary or appropriate to pretervienited liability of the limited partners.

Issuance of Additional Securities

KKR's partnership agreement authorizes K&igsue an unlimited number of additional parthgrsecurities and options, rights, warr:
and appreciation rights relating to partnershipusgées for the consideration and on the terms@ndlitions established by KKR's managing
partner in its sole discretion without the apprasiahny limited partners.

In accordance with the Delaware LimitedtRanship Act and the provisions of KKR's partnepsiigreement, KKR could also issue
additional partnership interests that have designst preferences, rights, powers and duties tteadlifferent from, and may be senior to, those
applicable to its common units.

Distributions

Distributions will be made to the partnpre rata according to the percentages of theire@sge partner interests. See "Management's
Discussion and Analysis of Financial Condition &websults of
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Operations—Liquidity—Liquidity Needs—Distributiorisn KKR's Quarterly Report on Form 10-Q for th@@&imonth period ended
September 30, 2013 filed with the SEC on Novemb@013 and incorporated by reference in this pstayement/prospectus.

Amendment of the Limited Partnership Agreement
General

Amendments to KKR's partnership agreemeayt be proposed only by KKR's managing partner. dapaa proposed amendment, other
than the amendments that do not require limitethpaapproval discussed below, KKR's managing parmust seek approval of the holder
a majority of the outstanding voting units (as defl below) in order to approve the amendment drcaleeting of the limited partners to
consider and vote upon the proposed amendmentn®matter that may be submitted for a vote of KkdiRnenon unitholders, the holders of
KKR Group Partnership units hold special votingtsiim KKR's partnership that provide them with anfner of votes that is equal to the
aggregate number of KKR Group Partnership unitsttiey then hold and entitle them to participatéhie vote on the same basis as common
unitholders of KKR's partnership. See "—Meetingstiig." The KKR Group Partnership units, other tiia@ KKR Group Partnership units
held by KKR, are owned by KKR Holdings, which ismed by KKR's principals and other persons and idrotled by KKR's founders.

Prohibited Amendment
No amendment may be made that would:

Q) enlarge the obligations of any limited partner withits consent, except that any amendment thatdhtave a material adverse
effect on the rights or preferences of any clagsaofner interests in relation to other classgsanfner interests may be approved
by the holders of at least a majority of the typelass of partner interests so affected; or

(2 enlarge the obligations of, restrict in anyyveany action by or rights of, or reduce in any Wag amounts distributable,

reimbursable or otherwise payable by KKR, to KKR@&naging partner or any of its affiliates withdut tonsent of KKR's
managing partner, which may be given or withheldsrsole discretion.

The provision of the KKR partnership agreatpreventing the amendments having the effedsrileed in clauses (1) or (2) above car
amended upon the approval of the holders of at 8% of the outstanding voting units.

No Limited Partner Approva

KKR's managing partner may generally makerdments to KKR's partnership agreement or agatdiof limited partnership without the
approval of any limited partner to reflect:

(1) a change in the name of the partnership,dbation of the partnership's principal place ofibess, the partnership's registered
agent or its registered office;

(2)  the admission, substitution, withdrawal or remasMgbartners in accordance with KKR's partnershigament;
3) a change that KKR's managing partner determinaedsssary or appropriate for KKR to qualify or tmtinue its qualification
as a limited partnership or a partnership in whighlimited partners have limited liability undéetlaws of any state or other

jurisdiction or to ensure that KKR will not be tted as an association taxable as a corporatiotherwise taxed as an entity for
U.S. federal income tax purposes;
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(4)

()

(6)

(7)

(8)
(9)

(10)

(11)

(12)

(13)

(14)

an amendment that KKR's managing partner deterntinles necessary or appropriate to address cefainges in U.S. federal,
state and local income tax regulations, legislatiomterpretation;

an amendment that is necessary, in the opiniorkd®'K counsel, to prevent KKR or KKR's managing partor its directors,
officers, employees, agents or trustees, from lypaimaterial risk of being in any manner subjetteithe provisions of the
Investment Company Act, the Investment Advisers @940, as amended, or "plan asset" regulatidoptad under Employe
Retirement Income Security Act of 1974, as amendd@ther or not substantially similar to plan assgulations currently
applied or proposed by the U.S. Department of Labor

a change in KKR's fiscal year or taxable yazd related changes;

an amendment that KKR's managing partner oétess in its sole discretion to be necessary orapjate for the creation,
authorization or issuance of any class or serigmahership securities or options, rights, walsantappreciation rights relating
to partnership securities;

any amendment expressly permitted in KKR's partipragreement to be made by KKR's managing padcténg alone;

an amendment effected, necessitated or contempdgtad agreement of merger, consolidation or dblisiness combination
agreement that has been approved under the terisRIE partnership agreement;

an amendment effected, necessitated or contemgigitad amendment to the partnership agreemenkK&fRaGroup Partnersh
that requires unitholders of the KKR Group Parthgr$o provide a statement, certification or othevof of evidence regarding
whether such unitholder is subject to U.S. feder@me taxation on the income generated by the K3€Bup Partnership;

any amendment that in the sole discretion of KKR&aging partner is necessary or appropriate kectefnd account for the
formation by KKR of, or its investment in, any corption, partnership, joint venture, limited lidgtyilcompany or other entity,
otherwise permitted by KKR's partnership agreement;

a merger, conversion or conveyance to andithéed liability entity that is newly formed arfths no assets, liabilities or
operations at the time of the merger, conversiotoarveyance other than those it receives by waieomerger, conversion or
conveyance;

any amendment that KKR's managing partner detesiimbe necessary or appropriate to cure any artgigunission, mistak
defect or inconsistency; or

any other amendments substantially similartyp of the matters described in (1) through (1®jva.

In addition, KKR's managing partner couldk@ amendments to KKR's partnership agreement utithe approval of any limited partner
if those amendments, in the discretion of KKR's atang partner:

1)

(2)

do not adversely affect KKR's limited partners ddased as a whole (or adversely affect any padicalass of partner interests
as compared to another class of partner interestg)y material respect;

are necessary or appropriate to satisfy any regeinés, conditions or guidelines contained in anpiop, directive, order, rulin
or regulation of any federal, state, local or noisU
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agency or judicial authority or contained in angideal, state, local or non-U.S. statute (includimg Delaware Limited
Partnership Act);

3) are necessary or appropriate to facilitate thanadf limited partner interests or to comply withy rule, regulation, guideline
requirement of any securities exchange on whicHitthieed partner interests are or will be listed fiading;

4 are necessary or appropriate for any actikertdoy KKR's managing partner relating to split€embinations of units under the
provisions of KKR's partnership agreement; or

(5) are required to effect the intent of the provisioh&KR's partnership agreement or are otherwise¢aroplated by KKR's
partnership agreement.

Opinion of Counsel and Limited Partner Approval

KKR's managing partner will not be requitedbtain an opinion of counsel that an amendmdhnot result in a loss of limited liability
to the limited partners if one of the amendmentcdbed above under "No Limited Partner Approval" should occur. No othenendments
KKR's partnership agreement (other than an amendpugauant to a merger, sale or other dispositicassets effected in accordance with the
provisions described under "—Merger, Sale or OBisposition of Assets" or an amendment describeatiérfollowing paragraphs) will
become effective without the approval of holderatdtast 90% of the outstanding voting units, ssllKKR obtains an opinion of counsel to
the effect that the amendment will not affect thated liability under the Delaware Limited Partabip Act of any of the limited partners.

In addition to the above restrictions, anyendment that would have a material adverse affethe rights or preferences of any type or
class of partner interests in relation to othessds of partner interests will also require theaygl of the holders of at least a majority of the
outstanding partner interests of the class so taffiec

In addition, any amendment that reducevtttieg percentage required to take any action mestpproved by the affirmative vote of
limited partners whose aggregate outstanding vatiits constitute not less than the voting requéeetsought to be reduced.

Merger, Sale or Other Disposition of Assets

KKR's partnership agreement provides thHéaRI managing partner may, with the approval ofttbiglers of at least a majority of the
outstanding voting units, sell, exchange or othsevdispose of all or substantially all of KKR'setssn a single transaction or a series of
related transactions, including by way of mergensolidation or other combination, or approve thie sexchange or other disposition of all or
substantially all of the assets of KKR's subsidiarKKR's managing partner in its sole discreti@ymortgage, pledge, hypothecate or grant.
security interest in all or substantially all of IRk assets (including for the benefit of persohgiothan KKR or its subsidiaries) without the
prior approval of the holders of KKR's outstandumging units. KKR's managing partner could alsd aklor substantially all of KKR's assets
under any forced sale of any or all of KKR's aspetsuant to the foreclosure or other realizatiparuthose encumbrances without the prior
approval of the holders of KKR's outstanding votingts.

If conditions specified in KKR's partnenslsigreement are satisfied, KKR's managing partragrimits sole discretion convert or merge
KKR or any of its subsidiaries into, or convey soonall of its assets to, a newly formed entitthié sole purpose of that merger or conveyanc
is to effect a mere change in its legal form imotaer limited liability entity. KKR's unitholdessill not be entitled to dissenters' rights of
appraisal under KKR's partnership agreement ob#laware Limited Partnership Act in the event ofierger or consolidation, a sale of
substantially all of KKR's assets or any other Emiransaction or event.
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Election to be Treated as a Corporation

If KKR's managing partner, in its sole deton, determines that it is no longer in KKR'&eests to continue as a partnership for U.S.
federal income tax purposes, KKR's managing partrey elect to treat KKR as an association or astdiqly traded partnership taxable as a
corporation for U.S. federal (and applicable statepme tax purposes or may choose to effect shahge by merger, conversion or otherwise

Dissolution
KKR will dissolve upon:

(1) the election of KKR's managing partner to digs KKR, if approved by the holders of a majowtythe voting power of KKR's
outstanding voting units;

(2)  there being no limited partners, unless KKR is caréd without dissolution in accordance with théedeare Limited
Partnership Act;

(3) the entry of a decree of judicial dissolution of Rursuant to the Delaware Limited Partnership Act;

(4) the withdrawal of KKR's managing partner or anyeotevent that results in its ceasing to be KKR'sagang partner other than
by reason of a transfer of general partner interestvithdrawal of KKR's managing partner followiagproval and admission
a successor, in each case in accordance with K&Rteership agreement.

Upon a dissolution under clause (4), thielérs of a majority of the voting power of KKR'stetanding voting units could also elect, wil
specific time limitations, to continue KKR's busigewithout dissolution on the same terms and cimmditdescribed in KKR's partnership
agreement by appointing as a successor managitreepan individual or entity approved by the hotdef a majority of the voting power of 1
outstanding voting units, subject to KKR's receipan opinion of counsel to the effect that (i) Hation would not result in the loss of limited
liability of any limited partner and (ii) neitherkR nor any of its subsidiaries (excluding thosenrfed or existing as corporations) would be
treated as an association taxable as a corpomtiotherwise be taxable as an entity for U.S. fakdecome tax purposes upon the exercise of
that right to continue.

Liguidation and Distribution of Proceeds

Upon KKR's dissolution, KKR's managing partshall act, or select one or more persons t@adiquidator. Unless KKR is continued as
a limited partnership, the liquidator authorizedviod up KKR's affairs will, acting with all of theowers of KKR's managing partner that the
liquidator deems necessary or appropriate in dgrnuent, liquidate KKR's assets and apply the pagseéthe liquidation first, to discharge
KKR's liabilities as provided in KKR's partnerskdgreement and by law, and thereafter, to the lohpirtners pro rata according to the
percentages of their respective partner interests a record date selected by the liquidator. lichedator may defer liquidation of KKR's
assets for a reasonable period of time or diseilassets to partners in kind if it determines #imimmediate sale or distribution of all or some
of KKR's assets would be impractical or would causdue loss to the partners.

Withdrawal of KKR's Managing Partner

Except as described below, KKR's managamtner will agree not to withdraw voluntarily as R managing partner prior to
December 31, 2020 without obtaining the approvahefholders of at least a majority of the outstagdoting units, excluding voting units
held by KKR's managing partner and its affiliatasg furnishing an opinion of counsel regardingaas limited liability
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matters. On or after December 31, 2020, KKR's miaigggartner may withdraw as managing partner wittiost obtaining approval of any
common unitholder by giving 90 days' advance notiee that withdrawal will not constitute a viotatiof KKR's partnership agreement.
Notwithstanding the foregoing, KKR's managing partoould withdraw at any time without unitholdeipagval upon 90 days' advance not

to the limited partners if at least 50% of the tarising KKR common units are beneficially ownedned of record or otherwise controlled by
one person and its affiliates other than KKR's nyamapartner and its affiliates.

Upon the withdrawal of KKR's managing partander any circumstances, the holders of a ntgjofithe voting power of KKR's
outstanding voting units may elect a successdrabwithdrawing managing partner. If a successaotslected, or is elected but an opinion of
counsel regarding limited liability and tax matteesnot be obtained, KKR will be dissolved, wouipdand liquidated, unless within specific
time limitations after that withdrawal, the holdeifsa majority of the voting power of KKR's outstimg voting units agree in writing to
continue KKR's business and to appoint a succesaonging partner. See "—Dissolution" above.

KKR's managing partner may not be remowveekpelled, with or without cause, by unitholders.

In the event of withdrawal of a managingtpar, the departing managing partner will havedpgon to require the successor managing
partner to purchase the general partner interasteodeparting managing partner for a cash payewuml to its fair market value. This fair
market value will be determined by agreement betvike departing managing partner and the successoaging partner. If no agreement is
reached within 30 days of a managing partner'srtigea an independent investment banking firm beotndependent expert, which, in turn,
may rely on other experts, selected by the deganianaging partner and the successor managingepavithdetermine the fair market value.
If the departing managing partner and the succesaoraging partner cannot agree upon an expertndthidays of such managing partner's
departure, then an expert chosen by agreemen¢ @xgberts selected by each of them will deterntieefdir market value.

If the option described above is not exsadiby either the departing managing partner ostiiceessor managing partner, the departing
managing partner's general partner interest wibhmatically convert into KKR common units pursusma valuation of those interests as
determined by an investment banking firm or othelependent expert selected in the manner desdritibd preceding paragraph.

In addition, KKR will be required to reimise the departing managing partner for all amoduésthe departing managing partner,
including without limitation all employee-relatedlbilities, including severance liabilities, inced for the termination of any employees
employed by the departing managing partner offitisades for KKR's benefit.

Transfer of General Partner Interests

Except for transfer by KKR's managing partaf all, but not less than all, of its generattpar interests in KKR to an affiliate of KKR's
managing partner, or to another entity as partefierger or consolidation of KKR's managing parwi¢h or into another entity or the
transfer by KKR's managing partner of all or subs&dly all of its assets to another entity, KKRi&naging partner may not transfer all or any
part of its general partner interest in KKR to dm@wtperson prior to December 31, 2018 without fhr@aval of the holders of at least a majo
of the voting power of KKR's outstanding voting tsniexcluding voting units held by KKR's managiragtper and its affiliates. On or after
December 31, 2018, KKR's managing partner may feaadl or any part of its general partner intergghout first obtaining approval of any
unitholder. As a condition of this transfer, tharsferee must assume the rights and duties of KikRfsaging partner to whose interest that
transferee has succeeded, agree to be bound pyaisions of KKR's partnership agreement and &lr@in opinion of counsel regarding
limited liability matters. At any time, the membafsKKR's managing partner may sell or transfeioalpart of their limited liability company
interests in KKR's managing partner without therapal of the KKR common unitholders.
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Limited Call Right
If at any time:

Q) less than 10% of the then issued and outstandiniteli partner interests of any class (other thatispvoting units), including
KKR's limited partnership units, are held by pesother than KKR's managing partner and its aféaor

(2) KKR is subjected to registration under the provisiof the Investment Company Act,

KKR's managing partner will have the righihich it may assign in whole or in part to anyitsfaffiliates or to KKR, to acquire all, but not
less than all, of the remaining limited partneerests of the class held by unaffiliated persoraf asrecord date to be selected by KKR's
managing partner, on at least ten but not more &Gashays' notice. The purchase price in the evetii® purchase is the greater of:

(@) the current market price as of the date three Hafare the date the notice is mailed; and

(b)  the highest cash price paid by KKR's managing parn any of its affiliates acting in concert wKIKR for any limited partner
interests of the class purchased within the 90 gegrseding the date on which KKR's managing paffingrmails notice of its
election to purchase those limited partner intsrest

As a result of KKR's managing partner'éitigp purchase outstanding limited partner intesestolder of limited partner interests may
have such interests purchased at an undesiratdeotimprice. The U.S. tax consequences to a commitimolder of the exercise of this call rig
are the same as a sale by that unitholder ofitsdd partnership units in the market. See "Maté&#i&. Federal Income Tax Consequences of
the Merger" beginning on page 159 of this proxyesteent/prospectus.

Sinking Fund; Preemptive Rights

KKR will not establish a sinking fund andlwot grant any preemptive rights with respecKi§R's limited partner interests.

Meetings; Voting

Except as described below regarding a pessgroup owning 20% or more of KKR's limited peatship units then outstanding, record
holders of limited partnership units or of the spkbeoting units to be issued to holders of KKR GodPartnership units on the record date will
be entitled to notice of, and to vote at, meetioigkKR's limited partners and to act upon matteyscawhich holders of limited partner intere
have the right to vote or to act.

Except as described below regarding a pessgroup owning 20% or more of KKR's limited petship units then outstanding, each
record holder of a KKR common unit will be entitleda number of votes equal to the number of lichfiartnership units held. In addition,
KKR issued special voting units to each holder 8R{Group Partnership units that provide them withuanber of votes that is equal to the
aggregate number of KKR Group Partnership unitsttiey hold and entitle them to participate in Wioée on the same basis as unitholders.
KKR refers to its common units and special votimifsias "voting units." If the ratio at which KKRr@up Partnership units are exchangeable
for KKR's common units changes from one-for-one,riaimber of votes to which the holders of the speaiting units are entitled will be
adjusted accordingly. Additional limited partnetdrests having special voting rights could alsisbaed. See "—Issuance of Additional
Securities" above.

In the case of KKR common units held by K&KRianaging partner on behalf of non-citizen assgnKKR's managing partner will
distribute the votes on those units in the samiegais the votes of partners in respect of othaitdd partner interests are cast. KKR's mana
partner does
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not anticipate that any meeting of unitholders Wwdlcalled in the foreseeable future. Any actiat th required or permitted to be taken by the
limited partners may be taken either at a meetfrielimited partners or without a meeting, withawote and without prior notice if consents
in writing describing the action so taken are sijhg limited partners owning not less than the mimin percentage of the voting power of the
outstanding limited partner interests that woulthbeessary to authorize or take that action atetinge Meetings of the limited partners may
be called by KKR's managing partner or by limitedtpers owning at least 50% or more of the votiogygr of the outstanding limited partner
interests of the class for which a meeting is psglo Unitholders may vote either in person or lmxpiat meetings. The holders of a majority
of the voting power of the outstanding limited partinterests of the class for which a meetingldegsn called, represented in person or by
proxy, will constitute a quorum unless any actigrthe limited partners requires approval by holdsra greater percentage of such limited
partner interests, in which case the quorum wiltheegreater percentage.

However, if at any time any person or gréogher than KKR's managing partner and its affia or a direct or subsequently approved
transferee of KKR's managing partner or its affi acquires, in the aggregate, beneficial owngiEi20% or more of any class of KKR's
units then outstanding, that person or group wikl voting rights on all of its units and the umitay not be voted on any matter and will not be
considered to be outstanding when sending notitasweeting of unitholders, calculating requiredes determining the presence of a quorur
or for other similar purposes. KKR's units helchaminee or street name account will be voted bybtbb&er or other nominee in accordance
with the instruction of the beneficial owner unléiss arrangement between the beneficial owner anddminee provides otherwise.

Status as Limited Partner

By transfer of KKR's common units in acamde with KKR's partnership agreement, each traesfef common units will be admitted as
a limited partner with respect to the common umaasferred when such transfer and admission lisatefl in KKR's books and records. Exc
as described under "—Limited Liability" above, itKR's partnership agreement or pursuant to Secfie®04 of the Delaware Limited
Partnership Act (which relates to the liabilityaofimited partner who receives a distribution afeds upon the winding up of a limited
partnership and who knew at the time of such distion that it was in violation of this provisiotf)e common units will be fully paid and non-
assessable.

Non-Citizen Assignees; Redemption

If KKR is or becomes subject to U.S. fediestate, local, foreign or other laws or regulatidhat in the determination of KKR's managing
partner create a substantial risk of cancellatiofodeiture of any property in which KKR has andrest because of the nationality, citizenship
or other related status of any limited partner, KikRy redeem the common units held by that limitedrgr at their current market price. To
avoid any cancellation or forfeiture, KKR's managpartner may require each limited partner to &hrnnformation about his nationality,
citizenship or related status. If a limited partfais to furnish information about his nationalitjtizenship or other related status within
30 days after a request for the information or KiKRanaging partner determines, with the adviceohsel, after receipt of the information
that the limited partner is not an eligible citizéme limited partner may be treated as a nonesitassignee. A non-citizen assignee does not
have the right to direct the voting of his limitpdrtnership units and may not receive distributiongnd upon KKR's partnership's liquidation.
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Indemnification

Under KKR's partnership agreement, in ncosumstances KKR would indemnify the following pens, to the fullest extent permitted by
law, from and against all losses, claims, damagdslities, joint or several, expenses (includiegal fees and expenses), judgments, fines,
penalties, interest, settlements or other amounts:

. its managing partner;

. any departing managing partner;

. any person who is or was an affiliate of a mamggartner or any departing managing partner;

. any person who is or was a member, partner, tatensgtartner, officer, director, employee, agadtjdiary or trustee of KKR «

its subsidiaries, KKR's managing partner or anyadiéipy managing partner or any affiliate of KKRiwrsubsidiaries, KKR's
managing partner or any departing managing partner;

. any person who is or was serving at the requelK&'s managing partner or any departing managintppaor any affiliate of
KKR's managing partner or any departing managimgpaas an officer, director, employee, membertnga, agent, fiduciary
or trustee of another person; or

. any person designated by KKR's managing partner.

KKR has agreed to provide this indemnifimatunless there has been a final and non-appegladgment by a court of competent
jurisdiction determining that these persons aateobid faith or engaged in fraud or willful miscortlKKR has also agreed to provide t
indemnification for criminal proceedings. Any indeification under these provisions will only be @fitKKR's assets. Unless it otherwise
agrees, KKR's managing partner will not be perdgriable for, or have any obligation to contribideloan funds or assets to KKR to enable
KKR to effectuate indemnification. The indemnificat of the persons described above shall be secpmalany indemnification such persor
entitled from another person or the relevant KKRdftio the extent applicable. KKR may purchase iasce against liabilities asserted against
and expenses incurred by persons for KKR's aasyjitiegardless of whether KKR would have the pdav@rdemnify the person against
liabilities under its partnership agreement.

Exclusive Delaware Jurisdiction

KKR's partnership agreement provides thaheof its limited partners and KKR's managing parand each person holding any benef
interest in KKR, to the fullest extent permittedlay, (1) irrevocably agrees that any claims, saitdions or proceedings arising out of or
relating in any way to KKR's partnership agreensdvall be exclusively brought in the Court of Chagagf the State of Delaware or, if such
court does not have subject matter jurisdictiomeb& any other court in the State of Delaware sitbject matter jurisdiction; (2) irrevocably
submits to the exclusive jurisdiction of such ceuntconnection with any such claim, suit, actiopceeding; (3) irrevocably agrees not to,
and waives any right to, assert in any such claint, action or proceeding that (A) it is not pevalty subject to the jurisdiction of such courts
or any other court to which proceedings in suchrtsomay be appealed, (B) such claim, suit, actioproceeding is brought in an inconvenient
forum, or (C) the venue of such claim, suit, actiomproceeding is improper; (4) expressly waiveg r@guirement for the posting of a bond by
a party bringing such claim, suit, action or pratiag; (5) consents to process being served in agl slaim, suit, action or proceeding by
mailing, certified mail, return receipt requestad;opy thereof to such party at the address irciefite notices hereunder, and agrees that such
service shall constitute good and sufficient serdtprocess and notice therepfpvided, that nothing in clause (5) hereof shall affecliroit
any right to serve process
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in any other manner permitted by law; and (6) io@bly waives any and all right to trial by juryany such claim, suit, action or proceeding.

Books and Reports

KKR's managing partner is required to kappropriate books of KKR's business at its prinagffices or any other place designated by
KKR's managing partner. The books would be maiethifor both tax and financial reporting purposesonraccrual basis. For tax and finan
reporting purposes, KKR's year ends on Decembeb&4."Material U.S. Federal Tax Consequences of KiRimon Unit Ownership"
beginning on page 171 of this proxy statement/prosys.

Right to Inspect KKR's Books and Records

KKR's partnership agreement provides tHahied partner can, for a purpose reasonablytedléo such person's interest as a limited
partner, upon reasonable written demand and at[@rdon's own expense, have furnished to suchperso

. promptly after becoming available, a copy of KKR'S. federal, state and local income tax returnd; a

. copies of KKR's partnership agreement, its cegtéoof limited partnership of, related amendments@owers of attorney under
which they have been executed.

KKR's managing partner may, and intend&eep confidential from the limited partners tragerets or other information the disclosur
which KKR's managing partner believes is not in KKBest interests or which KKR is required by lavbp agreements with third parties to
keep confidential.
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COMPARISON OF KKR COMMON UNITS AND KFN COMMON SHARE S

The following section of this proxy statement/pex$ps describes the differences between the rigl{&«R common unitholders and the
rights of KFN common shareholders, to the exteoh slifferences are material. It does not purporb&oa complete statement of the rights of
KKR common unitholders under applicable Delaware &nd KKR's partnership agreement, or the right&IBN common shareholders unc
applicable Delaware law and KFN's operating agreeime

We encourage you to read carefully the relevantvisions of the Delaware Limited Partnership Act @he Delaware Limited Liability
Company Act, as well as KKR's partnership agreerardtKFN's operating agreement. The following sectf this proxy
statement/prospectus is qualified in its entirgtyrdference to KKR's partnership agreement and KFigerating agreement.

KKR KFN
Type of Legal Entity KKR is a Delaware limited KFN is a Delaware limited liability
partnership with a general partn  company.

Voting Rights of Holders KKR's common unitholders have KFN common shareholders are
only limited voting and consent  entitled one vote per share as
rights and have no right to elect or provided in KFN's operating
remove KKR's managing partner oragreement. Members of KFN's
the directors on the board of KKR'shoard of directors are elected by a
managing partner. As such, KKR's plurality vote of the holders of
common unitholders have limited KFN's common shares and holders

no ability to influence of KFN's common shares are
management's decisions regardingentitled nominate individuals for
KKR's business election to KFN's board of directa
Management and KKR's managing partner is the Subject to limited specified
Control general partner of KKR and exceptions, the business and affairs

manages all of KKR's operations of KFN are managed by its board
and activities. KKR's managing  directors. However, for so long as
partner is authorized in general to the management agreementis in
perform all acts that it determines effect, but subject at all times to the
be necessary or appropriate to carrgversight of the KFN board of

out KKR's purposes and to conductdirectors, the manager shall man;
KKR's business. KKR's managing the business of KFN and provide

partner is wholly owned by its services to KFN in accordance with
principals and controlled by its the terms of the management
founders agreement

KKR's partnership agreement and
the Delaware Limited Partnership
Act prohibit limited partners from
participating in the operation,
management or control of KKR's
business
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NYSE Governance
Protections

Board Structure

KKR KEN
As a limited partnership, KKR As a limited liability company, KF
qualifies for exceptions from certe does not qualify for the exceptions
corporate governance and other available to KKR from the
requirements of the rules of the  corporate governance and other
NYSE. Pursuant to the: requirements of the rules of the
exceptions, limited partnerships ~ NYSE. Accordingly, KFN commo
may elect, and KKR has elected, shareholders enjoy greater corpo
to comply with certain corporate  governance protection under the
governance requirements of the  NYSE rules than KKR commc
NYSE, including the requirement unitholders.

(1) that the listed company have a

nominating and corporate

governance committee that is

composed entirely of independent

directors; and (2) that the listed

company have a compensation

committee that is composed entir

of independent director

The limited liability company KFN's operating agreement
agreement of KKR's managing provides that a majority of its entire
partner requires it to maintaina  board of directors may at any time
board of directors, not less than a increase or decrease the number of
majority of whom are independent directors on the board. Unless
pursuant to NYSE rules relating to KFN's operating agreement is
corporate governance matters. Theamended, the number of directors
board of directors of KKR's may not be less than five or more
managing partner is required to  than thirteen, with a majority of the
maintain an audit committee (each board consisting of independent
member of which is an independendirectors. Except as may be
director and financially literate), a provided by the board of directors
conflicts committee (each member setting the terms of any class or

of which is an independent series of shares, any vacancies on
director), a nominating and the board of directors may only be
corporate governance committee filled by the affirmative vote of a
which at least one member must bemajority of the remaining directors
an independent director) and an in office, even if the remaining
executive committee (comprised of directors do not constitute a

the chairman or co-chairman of thequorum, and any director elected to
board and any other directors fill a vacancy will serve for the
selected by the chairman or co-  remainder of the full term of the
chairman). The board of directors directorship in which the vacancy
KKR's managing partner does not occurred and until a successor is
maintain a compensation commit duly elected and qualifies.

and, as is permitted under the

exceptions to the NYSE rules noted

above, the nominating and corpol

governance committee of the board

of directors of KKR's managing

partner is not composed entirely of

independent directors. The board of

directors of KKR's managing

partner is empowered to appoint

additional committees as it may

deem appropriatt
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Removal of Managing
Member / Directors

KKR KEN
The holders of a majority of the ~ The board of directors is

Class A shares of KKR's managingempowered to appoint an executive
partner, all of which are held by ~ committee, an audit committee, a
KKR principals, have the power, in compensation committee, a

their sole discretion, to nominating and governance

(a) determine the number of committee and such other
directors and such directors' term o€ommittees as the board of direct
office, (b) appoint directors, may deem appropriate. As a limited
(c) remove and replace directors atliability company, KFN is subject
any time, with or without cause andNYSE rules that require KFN

for any reason or no reason, and compensation committee and

(d) fill any positions created by the nominating and corporate

board of directors as a result of an governance committee to be
increase in the size of the board of composed solely of independent
directors or vacancies. These directors. KFN's operating
holders also have certain approval agreement does not provide for
rights over actions that KKR may classification of directors.

take. At any time there is one or

more "Designated

Members" (defined in the managi

partner's limited liability company

agreement as Henry R. Kravis and

George R. Roberts, who may

designate additional and successor

"Designated Members"), the then-

serving Designated Members are

deemed to represent a majority

interest of holders of Class A sha

of KKR's managing partner for the

above purposes. As a result,

Henry R. Kravis and George R.

Roberts can elect the board of

directors of KKR's managing

partner with no other vote of hold

of membership interests in KKR's

general partner or KKR common

unitholders,

KKR's managing partner's limited

liability company agreement does

not provide for the classification of
directors.

KKR's partnership agreement Subject to the rights of holders or

provides that its managing partner more or more series of shares, any

may not be removed or expelled, director or the entire board of

with or without cause, by KKR's  directors may be removed from

unitholders. office at any time, but only for
cause and then only by the
affirmative vote of the members of
KFN holding at least two-thirds of
the votes entitled to be cast in the
election of directors. For purposes
of removal, "cause" means with
respect to any particular director,
conviction of a felony or a final
judgment of a court of compete
jurisdiction holding that suc
director caused demonstrable,
material harm to KFN through bad
faith or active and deliberate
dishonesty
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Unitholder / Shareholder
Meetings

Action Through Writing

KKR
As noted above, the holders of a
majority of the Class A shares of
KKR's managing partner have the
power, in their sole discretion, to
remove one or all of the directors
the board of directors of KKR's
managing partner. In addition, by
virtue of their status as Designated
Members of KKR's managing
partner, Henry R. Kravis and
George R. Roberts can exercise that
power with no other vote of holders
of membership interests in KKR's
general partner or KKR common
unitholders,

KEN

KKR is not required to, and does
not, hold regular meetings of its
unitholders. KKR's partnership
agreement provides that meeting
its unitholders may be called by
KKR's managing partner or by

KFN is required to hold an annual

meeting of its common sharehold

for the election of directors and for

the transaction of any other busin

that may be raised at such annual

meeting. Special meetings of KF!

limited partners owning at least  common shareholders may only be

50% of the voting power of the called by the chairman of the board

outstanding limited partner interestof directors, the president of KFN,

of the class for which a meeting hashe chief executive officer of KFN

been called. or the board of directors or by the
secretary of KFN upon the written
request of the members entitled to
cast not less than a majority of the
votes entitled to be cast at such a
meeting.

Any action that is required or Any action that is required or

permitted to be taken by KKR's permitted to be taken by KFN's

limited partners, if authorized by members may be taken without a

KKR's managing partner, may be meeting, without a vote and withc

taken without a meeting, without a prior notice if a unanimous written

vote and without prior notice if an consent setting forth the action so

approval in writing setting forth the taken is signed by all of KFN's

action so taken is signed by limited members.

partners of KKR owning not less

than the minimum percentage of

voting power of the outstanding

limited partner interests that would

be necessary to authorize or take

that action at a meeting at which all

the KKR limited partners were

present and voted. As of the date of

this proxy statement/prospectus,

KKR Holdings L.P., whose general

partner is currently controlled by

Henry R. Kravis and George R.

Roberts, controls such a vo
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Distributions

Amendments to
Governing
Instruments

KKR KEN
Subject to applicable law, KKR's  Subject to applicable law, the board
partnership agreement provides thadf directors of KFN may, in its sole

KKR's managing partner may discretion, determine whether to
determine the amount and timing ofdeclare and pay, and the amount
any distributions to KKR's timing of, any distributions to its
unitholders in its sole discretion. members. Subject to any share
KKR's managing partner has designations, distributions are to be

determined to make distributions topaid in proportion to each KFN
KKR's limited partners pro rata member's respective percentage
according to such limited partners' ownership.

percentage interests in KK

KKR's managing partner may The KFN operating agreement may
amend KKR's partnership be amended only by a majority vote
agreement without the approval of of the board of directors of KFN,
any partner, any unitholder or any except that any amendment to the
other person for various specified following provisions requires an
reasons; provided, that no provisioraffirmative vote of holders of at

of KKR's partnership agreement least a majority of the outstanding
that requires the vote or consent of KFN common shares: the
unitholders holding a percentage ofauthorization of an increase in the
the voting power of outstanding  number of authorized KFN comm
voting units to take any action will shares; the voting rights of the

be amended, altered, changed, holders of KFN common shares;
repealed or rescinded in any respedtiring of a replacement manager
that would have the effect of following the termination of the
reducing such voting percentage management agreement; the rights
unless such amendment is approveaf holders of KFN common shares
by the written consent or the to vote on the merger or

affirmative vote of unitholders consolidation of KFN, the sale,
whose aggregate outstanding votingease or exchange of all or

units constitute not less than the  substantially all of KFN's property

voting or consent requirement or assets and certain other business
sought to be reduced; provided combinations or transactions; the
further, that no amendment to rights of holders of KFN common

KKR's partnership agreement may shares to vote on the dissolution,
(a) subject to limited exceptions, winding up and liquidation of KFN
enlarge the obligations of any and the provision of the operating
limited partner without its consent agreement governing amendments
or (b) enlarge the obligations of, thereof.

restrict in any way any action by or

rights of, or reduce in any way the

amounts distributable, reimbursable

or otherwise payable to KKR's

managing partner or any of its

affiliates without KKR's managing

partner's consent (which may be

given or withheld in its sole

discretion); provided further, that

subject to limited exceptions, any

amendment that would have a

material adverse effect on the rights

or
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Issuance of Additional
Securities

KKR KEN
preferences of any class of
partnership interests in relation to
other classes of partnership inter:
must be approved by the holders of
not less than a majority of the
outstanding partnership interests of
the class affected; provided further,
that subject to certain exceptions
amendment to KKR's partnership
agreement shall become effective
without the approval of unitholders
holding at least 90% of the voting
power of the outstanding voting
units unless KKR obtains an
opinion of counsel to the effect that
such amendment will not affect the
limited liability of any limited
partner under the Delaware Limited
Partnership Act.

Any amendment of KKR's
partnership agreement is requirec
be approved by the holders of a
majority of the Class A shares of
KKR's managing partner. As noted
above, by virtue of their status as
Designated Members of KKR's
managing partner, Henry R. Kravis
and George R. Roberts can exercise
that power with no other vote of
holders of membership interests in
KKR's general partne

KKR's partnership agreement
provides that KKR may issue
additional partnership securities ¢
options, rights, warrants and
appreciation rights relating to
partnership securities at any time of , 2014, KFN

such consideration and on such  had common shares and
terms and conditions as KKR's 49,500,000 preferred shares
managing partner, KKR outstanding.

Management LLC, shall determine

in its sole discretion without the

approval of any limited partners.

KKR's managing partner may fix

the designations, preferences, rig

powers and duties of any class or

series of such securities in its sole

discretion.

KFN is authorized, pursuant to

action by its board of directors, to
issue up to 500,000,000 common
shares and 50,000,000 preferred
shares in one or more series. As

204




Table of Contents

KKR KEN

Asset Sales, Mergers an KKR's partnership agreement KFN's operating agreement

Consolidations

generally prohibits KKR's managi prohibits the merger or

partner, without the prior approval consolidation of KFN with or into
of the holders of a majority of the another business entity, or the sale,
voting power of KKR's outstanding lease or exchange of all or

voting units, from causing KKR to substantially all of KFN's property
sell, exchange or otherwise disposeor assets unless, in each case, K
of all or substantially all of its and board of directors adopts a

its subsidiaries' assets, taken as a resolution by a majority vote
whole, in a single transaction or a approving such action and unless
series of related transactions. such action is approved by the
However, KKR's managing partner affirmative vote of the holders of a
in its sole discretion may mortgage ,majority of the outstanding shares
pledge, hypothecate or grant a entitled to vote thereon.

security interest in all or KFN's operating agreement conte
substantially all of KKR's and its  provisions based on Section 203 of
subsidiaries' assets (including for the DGCL which prohibit KFN

the benefit of persons other than from engaging in a business

KKR or its subsidiaries, including combination with an interested
KKR's affiliates) without that shareholder for a period of three
approval. KKR's managing partner years following the time that tt
may also sell all or substantially all holder of shares became an

of KKR or its subsidiaries' assets interested shareholder unless such
under any forced sale of any or all business combination is approved
of KKR or its subsidiaries' assets by the affirmative vote of the
pursuant to the foreclosure of, or  holders of 66/ 3% of the

other realization upon, those outstanding KFN common shares,
encumbrances without thaf[ excluding shares held by the
approval. KKR's partnership interested shareholder or any
agreement also prohibits its affiliate or associate of the

managing partner from merging,  interested shareholder. An intere:
consolidating or combining KKR  shareholder is (a) a person who,
with one or more other business  directly or indirectly, controls 15%
entities without the approval of the or more of the outstanding voting
holders of a majority of the voting  shares of KFN at any time within
power of KKR's outstanding voting the prior three-year period or (b) a
units, except to convert KKR to  person who is an assignee of shares

another limited liability entity if ~ owned by an interested shareholder
certain conditions are met. in a transaction not involving a
Any merger, sale or other public offering at any time within

combination of KKR with or into the prior three-year period_ A

any other person is required to be pysiness combination includes (1) a
approved by the holders of a merger or consolidation of KFN or
majority of thg Class A shares of any subsidiary of KFN with or
KKR's managing partner. As noted caused by an interested shareholder
above, by virtue of their status as  or any affiliate of an interested
Designated Members of KKR's shareholder, (2) a sale or other
managing partner, Henry R. Kravis disposition of property or assets, or
and George R. Roberts can exercisgsuance or transfer of any securi
that power with no other vote of  of KFN or any subsidiary, with or
holders of membership interests in caused by an interested shareholder
KKR's general partner or KKR  or any affiliate of an interested
common unitholders. shareholder having an aggregate
market value equal to 10% or more
of the aggregate market value of
outstanding shares of KFN a
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KKR KFN
(3) certain transactions that would
increase the interested shareholder's
proportionate share ownership in
KFN. This provision does not apply
where the business combination or
the transaction that resulted in the
holder of shares becoming an
interested shareholder is approved
by KFN's board of directors prior to
the time the interested shareholder
acquired its 15% interes

Fiduciary Duties KKR's partnership agreement KFN's operating agreement
contains provisions that reduce androvides that the duties of the
eliminate its managing partner's  directors of KFN will generally be
duties (including fiduciary duties) consistent with the duties of a
KKR's common unitholders. KKR's director of a Delaware corporation.
partnership agreement also restrict# director of a Delaware
the remedies available to KKR corporation owes fiduciary duties
common unitholders for actions  good faith, due care and loyalty to
taken that without those limitations the corporation and its stockholde
might constitute breaches of duty To the fullest extent permitted by

(including fiduciary duties). law, no director of KFN has any
In addition, the limited liability duties (fiduciary or otherwise) with
company agreement of KKR's respect to any action or inaction of

managing partner has provisions the manager, and any actions or
that reduce and eliminate duties inactions of the KFN directors that
(including fiduciary duties) that cause KFN to act in compliance or
KKR's managing partner's memb in accordance with the management
or directors on the board of direct agreement are deemed consistent
of KKR's managing partner may and compliant with the fiduciary
have otherwise had absent such duties of such directors and do not
provisions. constitute a breach of any duty
under the KFN operating agreem
or existing in law, in equity or
otherwise.
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Indemnification

KKR KEN
KKR's partnership agreement Section 18-108 of the Delaware
provides, in most circumstances, Limited Liability Company Act

the indemnification of the followin allows a limited liability company

persons, to the fullest extent to indemnify and hold harmless any
permitted by law, from and against member or manager or other person
all losses, claims, damages, from and against any and all claims

liabilities, joint or several, expensesand demands whatsoever. KFN's
(including legal fees and expenses)yperating agreement provides that,
judgments, fines, penalties, intere to the fullest extent permitted by
settlements or other amounts aris law, KFN will indemnify its

from any and all threatened, directors and officers or any person
pending or completed claims, who was or is a party or is
demands, actions, suits or threatened to be made a party to

proceedings, in which such personthreatened, pending or completed
may be involved or is threatened toaction, suit or proceeding, whether
be involved by reason of his status civil, criminal, administrative or

as such: KKR's managing partner; investigative (other than an action
any departing managing partner; by or in the right of KFN) by reast
any person who is or was an of the fact that the person is or was
affiliate of KKR's managing partnera director, officer, employee, tax
or any departing managing partnermatters member or agent of KFN
any person who is or was a mem is or was serving at the request of
partner, tax matters partner, officerKFN as a director, officer,

director, employee, agent, fiduciaryemployee or agent of another

or trustee of KKR or KKR's company, against expenses
subsidiaries, KKR's managing (including attorneys' fees),
partner or any departing managing judgments, fines and amounts p
partner or any affiliate of KKR, in settlement actually and

KKR's subsidiaries, KKR's reasonably incurred by the persol

managing partner or any departing connection with such action, suit or
managing partner; any person whoproceeding if the person acted in

is or was serving at the request of good faith and in a manner the
KKR's managing partner or any  person reasonably believed to be in
departing managing partner or any or not opposed to the best interests
affiliate of KKR's managing partnerof KFN and, with respect to any

or departing managing partner as criminal action or proceeding, had
officer, director, employee, no reasonable cause to believe the
member, partner, tax matters person's conduct was unlawful.
partner, agent, fiduciary or trustee

of another person; or any person

designated by KKR's managing

partner in its sole discretio
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Limitations on Liability
of Directors and
Officers

Governing Law

Jurisdiction

KKR KEN
KKR's partnership agreement KFN's operating agreement
provides that KKR's managing provides that a director of KFN will
partner and its affiliates are not not be liable to it, any of its

liable to KKR or KKR's unitholders subsidiaries or any holder of KFN
for any losses, claims, damages, common shares, for monetary
liabilities, joint or several, expensesdamages for acts or omissions
(including legal fees and expenses)arising from the performance of a
judgments, fines, penalties, intere such director's obligations or duties
settlements or other amounts aris in connection with KFN, including
as a result of any act or omission obreach of fiduciary duty, except as
a person for whom indemnification follows: for breach of the directors'
is provided for under the partners duty of loyalty to KFN or the
agreement, or for any breach of  holders of KFN common shares,
contract or any breach of duties  acts or omissions not in good faith
(including breach of fiduciary or which involve intentional
duties) whether arising at law, in  misconduct or a knowing violation
equity or otherwise, unless there of law, or for any transaction from
been a final and non-appealable  which the director derived an
judgment entered by a court improper personal benefit.
competent jurisdiction determining

that, in respect of the matter in

question, the applicable person

acted in bad faith or engaged in

fraud or willful misconduct

KKR's partnership agreementis  KFN's operating agreement is
governed by and will be construed governed by and will be construed
in accordance with the laws of the in accordance with the laws of the
State of Delaware, without regarc State of Delaware, without regarc
the principles of conflicts of law:  the principles of conflicts of law.

KKR's partnership agreement KFN's operating agreement

provides that its unitholders submit provides that its members

to the exclusive jurisdiction of the irrevocably submit to the non-

Court of Chancery in the State of exclusive jurisdiction and venue of

Delaware or, if such court does notany Delaware state court or United

have subject matter jurisdiction, ¢ States federal court sitting in

other court in the State of Delawareéwilmington, Delaware in disputes

with subject matter jurisdiction. arising out of KFN's operating
agreement
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OTHER IMPORTANT INFORMATION REGARDING THE PARTIES
KFN

The current business address of KFN anH ehits executive officers and directors, is 558ifornia Street, 50th Floor, San Francisco,
California 94104, and the business telephone numbeach such entity or person is (415) 315-362@& Beneficial ownership, if any, of each
such entity or person of KFN common shares is d@sdtin greater detail in the section titled "Ségyudwnership of Certain Beneficial
Owners and Management" beginning on page 154 sfiloixy statement/prospectus.

During the past five years none of KFN oy af its directors and executive officers haverb@geconvicted in a criminal proceeding
(excluding traffic violations or similar misdemeasor (ii) party to any judicial or administratipeoceeding (except for matters that were
dismissed without sanction or settlement) thatltedun a judgment, decree or final order enjointihg person from future violations of, or
prohibiting activities subject to, federal or stagzurities laws, or a finding of any violationfetieral or state securities laws.

The names and material occupations, positioffices or employment during the past five gezdrthe directors and executive officers of
KFN are as follows:

Tracy L. Collins—Director. Ms. Collins has been a director of KFHNcg August 2006. During her career in financiavees,
Ms. Collins worked as a Senior Managing Directat ddead of Asset-Backed Securities Research at 8tearns & Co., Inc. from March 1996
through December 2000 and prior to that as a MaigaDirector and Head of Asset-Backed SecuritiesReh at Credit Suisse Group
(formerly known as Credit Suisse First Boston)dpproximately nine years. Ms. Collins is a citizdrihe United States.

Robert L. Edwards—Director. Mr. Edwards has been a director of Kkifts November 2011. He became Chief Executive &xffid
Safeway Inc. in May 2013, and has been PresideBafdway since April 2012. Prior to his roles ase€Executive Officer and President, he
was Chief Financial Officer and Executive Vice Ruest, respectively, of Safeway since March 2004 was Executive Vice President and
Chief Financial Officer of Maxtor Corporation fro8eptember 2003 to March 2004. Prior to joining MaxiMr. Edwards was Senior Vice
President, Chief Financial Officer and Chief Adminative Officer at Imation Corporation, a develgpeanufacturer and supplier of magnetic
and optical data storage media, from 1998 to 2B@8ore joining Imation, Mr. Edwards had a succeds®fuyear career at Santa Fe Pacific
Corporation, and held positions of increasing resjality in the areas of finance, administratiordaorporate development. Mr. Edwards is a
citizen of the United States.

Craig J. Farr—Director, President and Chief Executive Officer. arr has been a director, and has served asl®nesand Chief
Executive Officer, of KFN since July 2013. Mr. FaarMember of KKR Management LLC, the general gartf KKR, and an employee of t
KKR Group, joined the KKR Group in 2006 and serasgshe Head of KKR Asset Management LLC and Glétesld of the KKR Group's
Capital Markets and Origination business as wetiraggs Risk Committee. Prior to joining the KKRdbip, Mr. Farr spent 12 years at Citigr
Global Markets Inc. where he was promoted to Mamg@irector in 2001 and served as Co-Head of Nartterican Equity Capital Markets.
Mr. Farr's previous responsibilities at Citigromgluded Head of U.S. Convertible and Corporate ggdDerivative Origination. Mr. Farr began
his career at Salomon Brothers within the investrbanking division. Mr. Farr graduated with a Bdoh@f Commerce from Queen's
University in Kingston, Canada. Mr. Farr is a a@tizof Canada.

Vincent Paul Finigar—Director. Mr. Finigan has been a director of KHNcg February 2006. He is currently Of Counsel it law
firm of Snyder Miller & Orton LLP. He was a partnatrthe law
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firm of Morgan, Lewis & Bockius LLP from 2003 to @@ and was with the law firm of Brobeck, PhlegeH&rrison LLP from 1972 to 2003.
Mr. Finigan is a citizen of the United States.

Paul M. Hazen—Director. Mr. Hazen has been the Chairman of tR&lHBBoard of Directors since July 2004. Mr. Hazerswidth Wells
Fargo Bank for 31 years, retiring in 2001. With \WWélargo, he served as Vice Chairman from 197883 1President and COO from 1984 to
1995, Chairman and President and CEO from 199998 &nd Chairman from 1998 to 2001. Mr. Hazen viss & senior advisor for the KKR
Group from 2001 to 2011. Mr. Hazen also brings @erable directorial and board committee experigndbe Board. Mr. Hazen was a
director of Safeway for 21 years, including Leaddpendent Director beginning in May 2004, befoepging off in May 2012. From May
2000 to May 2010, he served as a director of Xa&st&®, listed on the London stock exchange, whereHdzen served on the Remuneration
Committee. Mr. Hazen is also Chairman of Accel-KK#jch is not an investment fund managed by the KB®Bup and operates
independently from it. From June 1999 to July 2006,Hazen served as Deputy Chairman and Lead kxtignt Director of Vodafone
Group PLC, where he also served as Chair of thatAammittee. From January 2001 to June 2005, Mzét served as a director of Willis
Group Holdings plc, a global insurance broker, alsé served on the Audit Committee. In 2001, Mrzétawas selected as Outstanding
Director of the Year by the Outstanding Directoxeltange (ODX). Mr. Hazen holds a B.S. in Finanoenfthe University of Arizona and an
MBA from the University of California at BerkelelIr. Hazen is a citizen of the United States.

R. Glenn Hubbard—Director. Mr. Hubbard has been a director of Kkhte October 2004. He was named the Dean of Columbi
University's Graduate School of Business in 20041994 to the present time, Mr. Hubbard has ltleefRussell L. Carson Professor of
Finance and Economics in the Graduate School ofBss of Columbia University, where he is a pradesd Economics. From February 2001
until March 2003, he took a leave of absence frigrtdaching post to serve as Chairman of the UaBn€il of Economic Advisers. He was
Deputy Assistant Secretary of the U.S. Treasuryditepent for Tax Policy from 1991 to 1993. Mr. Hubdb#s a research associate at the
National Bureau of Economic Research, and a vigssitholar at the America Enterprise Institute instWagton, D.C. He is currently a direc
of ADP, Inc., BlackRock Closed-End Funds and MetLIfc. He is also a past Chairman and trusteleeoEtonomic Club of New York and a
trustee of the Fifth Avenue Presbyterian Churchwids previously a board member of Capmark Finanbiake Realty Corporation,
Ripplewood Holdings, RH Donnelly and Informatiomm8ees Group, Inc. Mr. Hubbard serves as KFN's Lie@@&pendent Director.

Mr. Hubbard is a citizen of the United States.

Ross J. Kari—Director. Mr. Kari has been a director of KFN snsugust 2004. He was the Chief Financial Officethe Federal Home
Loan Mortgage Corporation (Freddie Mac) from Seften2009 to November 2013. Until September 200%ydethe Chief Financial Officer
of Fifth Third Bancorp. Prior to that he was ExéeaitVice President and CFO of Safeco Corporatiomfdune 2006 to November 2008 and
Executive Vice President and Chief Operating Offigiethe Federal Home Loan Bank of San FrancisemfMarch 2002 to June 2006.

Mr. Kari was Chief Financial Officer of MyCFO, a aléh management firm, from 2001 to 2002, and pedhat, was employed at Wells Fal
for 18 years, including as Chief Financial Offi¢emm 1998 to 2001. Mr. Kari is a citizen of the téd States.

Ely L. Licht—Director. Mr. Licht has been a director of KFN@@April 2005. From March 2007 to February 2009as Executive
Vice President and Chairman of Credit Policy fop@ark Financial, and from March 2009 to August 26@%erved as a consultant to
Capmark Financial. Prior to joining Capmark FinahdMr. Licht was in retirement. From January 2@02December 2002, Mr. Licht was
semi-retired, serving as a consultant to Wells &anga part-time basis. Prior to his sewtirement, Mr. Licht was employed at Wells Fargt
18 years, including as Chief Credit Officer
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from November 1998 to December 2001, and Execiive President for Credit Administration from Feary 1990 to November 1998.
Mr. Licht is a citizen of the United States.

Deborah H. McAneny-Director. Ms. McAneny has been a director of KRiks April 2005. Ms. McAneny was the Chief Opergtin
Officer of Benchmark Assisted Living, LLC from Ap&007 to May 2009. Prior to that she was emplagediohn Hancock Financial Services
for 20 years, including as Executive Vice PresidenStructured and Alternative Investments of Jetamcock Financial Services and as a
member of its Policy Committee from 2002 to 200dniSr Vice President for John Hancock's Real Estatestment Group from 2000 to 20
and as a Vice President of the Real Estate Invest@eup from 1997 to 2000. She is currently tlallerxdependent director of HFF, Inc. and
serves as the Chairman of its Nominating and Garerea Committee and a member of its Audit Commits is also a director of RREEF
Property Trust, Inc. and a member of its audit cattes. In addition she is a director of Benchmagkigr Living, LLC and RREEF America
REIT Il and a Trustee of the University of Vermattte Rivers School and is a past President of thmar@ercial Mortgage Securities
Association. Ms. McAneny holds and an Advanced &sibnal Director Certification from the Americanllége of Corporate Directors, a
national public company director education and engidling organization. Mr. McAneny is a citizentbke United States.

Nicole J. Macarchuk—General Counsel and Secretary. Ms. Macarchuk éas KFN's General Counsel and Secretary since Nogem
2010. Ms. Macarchuk has been employed by the KK&u@ssince July 2010 and is a Managing Director@aderal Counsel to KFN's
manager. Prior to joining the KKR Group, Ms. Madark was Co-General Counsel of Och-Ziff Capital Mgaraent Group LLC, a global
institutional asset management firm from 2005 tail&3010. At Och-Ziff, Ms. Macarchuk was head coeh®sponsible for supporting the
firm's global private equity, energy and transawidusiness groups and initiatives, as well asigeal coverage to the U.S. public distressed
debt and structured products business units ankicpduity business units with respect to transeal matters. Ms. Macarchuk was Counsi
O'Melveny & Myers LLP and O'Sullivan LLP from 1996 2005 where she focused on private equity traimecand fund formation. From
1993 to 1996, Ms. Macarchuk was an associate ate@hCase where she focused on banking and comporatlit transactions.

Ms. Macarchuk received a B.A. in Economics fromdfam University and a J.D., cum laude, from Fordhhriversity Law School.
Ms. Macarchuk is a citizen of the United States.

Michael R. McFerran—Chief Operating Officer and Chief Financial Officdétr. McFerran has been KFN's Chief Operating @ffisince
December 2008 and Chief Financial Officer since &nker 2010. Mr. McFerran has been employed by #ie Kroup since June 2005 and is
Chief Financial Officer of KFN's manager. Priofjdining the KKR Group, Mr. McFerran spent the méjoof his career at Ernst & Young in
their financial services practice where he spezaaliin providing assurance and advisory servicesdiwerse mix of financial services firms.
Additionally, prior to joining the KKR Group, Mr. BFerran held Vice President positions at both Xpi@é Ltd. and American Express.

Mr. McFerran holds an M.B.A. from the Haas SchddBosiness at U.C. Berkeley and is a Certified RuBtcountant. Mr. McFerran is a
citizen of the United States.

Scott C. Nuttall—Director. Mr. Nuttall has been a director of KFiNee July 2004 and is a Member of KKR's managingnes and an
employee of the KKR Group. Mr. Nuttall joined th&KR Group in 1996 and heads the KKR Group's Gloladial and Asset Management
Group which includes the Client and Partner GrddioR Capital Markets, KKR Asset Management and Pa<Dapital Partners. He has also
played a significant role in several of the KKR Gpts private equity investments. Mr. Nuttall isreuntly a member of the board of directors of
First Data. He is actively involved in funds affiled with the KKR Group and is a member of the KBRup's management committee. Prior
to joining the KKR Group, he was with the BlackstdBroup where he was involved in numerous merdbanking and merger and acquisit
transactions. He received a B.S., summa cum Idtata,the University of Pennsylvania. Mr. Nuttallasitizen of the United States.
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Scott A. Ryles—Director. Mr. Ryles has a been a director of KFhtsiNovember 2008. He is currently the Managing kenof Echelo
Capital Strategies, LLC, which manages funds witlingestment focus in consumer and small busiresssl From January 2011 to Septen
2012 he was the Chairman and CEO of Home Value=@tion, Inc., an insurance holding company andrgasEHome Value Insurance, Inc.
He was previously Vice Chairman of Cowen and Corgdeam February 2007 to December 2010. Prior toijgj Cowen and Company,

Mr. Ryles served as the Chief Executive OfficePodcinea Management LLC and was the founder, @Ghietutive Officer and President of
Epoch Partners, Inc. Mr. Ryles also spent 18 yaiakéerrill Lynch in various investment banking pasis including Co-Head of West Coast
Investment Banking, Global Head of Natural Resasir@obal Head of Technology and was a membereofitin's Operating Committee.

Mr. Ryles was previously a Director of ArcSightcinFortify Software, Inc. and The Gymboree Corgiora We have been advised that in
2012, Home Value Insurance, Inc. was dissolved uthaedirection of the Ohio Superintendent of lsae, all creditors and plan payments tc
policyholders were paid in full and all premiumsdoly policyholders were refunded. Mr. Ryles istizen of the United States.

Willy R. Strothotte—Director. Mr. Strothotte has a been a directokKBN since January 2007. Mr. Strothotte was Chairofa@lencore
International AG until 2011. From 1961 to 1978 8trothotte held various positions with respondipilor international trading in metals and
minerals in Germany, Belgium and the USA. In 19V8, Strothotte joined Glencore International, takimp the position of Head of Metals ¢
Minerals in 1984. Mr. Strothotte was appointed €hieecutive Officer of Glencore in 1993 and held tombined positions of Chairman and
Chief Executive Officer from 1994 until 2002, whitre roles of Chairman and Chief Executive weretsigli. Strothotte was Chairman of
Xstrata AG from 1994 to 2011, and Chairman of Xstgzc from 2002 until 2011 and was previously eclior of Century Aluminum
Corporation and Minara Resources Limited. Mr. $intte is a citizen of Germany.

The KKR Participants

KKR, Fund Holdings, Merger Sub, KKR Groupl#ings L.P., KKR Fund Holdings GP Limited, KKR Gno Limited and KKR
Management LLC are referred to collectively in thisxy statement/prospectus as the KKR Participdsger Sub's sole member is Fund
Holdings. The general partners of Fund Holdings(ay&KKR Group Holdings L.P., an exempted compasmyied under the laws of the
Cayman Islands whose primary business is holdingtyemterests in each of KKR Management Holdings [, KKR Subsidiary
Partnership L.P., Fund Holdings and KKR Fund HajdisP Limited, and (2) KKR Fund Holdings GP Limiteth exempted company formed
under the laws of the Cayman Islands whose prihasjness consists of performing the functions d, serving as, the non-economic genera
partner of Fund Holdings. KKR Group Holdings L.BPthe sole shareholder of KKR Fund Holdings GP tadhiand KKR Group
Holdings L.P.'s general partner is KKR Group Lirditan exempted company formed under the laws ofthenan Islands whose primary
business consists of performing the functions 0, serving as, the sole general partner of KKR @tdaldings L.P. The sole shareholder of
KKR Group Limited is KKR. KKR's general partherdKKR Management LLC, a Delaware limited liabilityropany whose primary business
consists of performing the functions of, and seg\as, the sole general partner of KKR.

The current business address of each dfidi® Participants and their executive officersgdtiors or controlling persons, as applicable, is
c/o KKR, 9 West 57th Street, Suite 4200, New Yd&tkw York 10019, and the business telephone nunflesiah such entity or person is
(212) 750-8300. The beneficial ownership, if arfyeach such entity or person of KFN common shaeescribed in greater detail in the
section titled "Security Ownership of the KKR Paigiants and Certain Affiliates" beginning on pa&& bdf this proxy statement/prospectus.

During the past five years none of the KR&ticipants or any of their directors, executifficers or controlling persons, as applicable,
have been (i) convicted in a criminal proceeding
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(excluding traffic violations or similar misdemeasor (ii) party to any judicial or administratipeoceeding (except for matters that were
dismissed without sanction or settlement) thatltedun a judgment, decree or final order enjointihg person from future violations of, or
prohibiting activities subject to, federal or stagzurities laws, or a finding of any violationfetleral or state securities laws.

Board of Directors and Executive Officers of KKR Magement LLC

The names and material occupations, positioffices or employment during the past five gezdrthe directors and executive officers of
KKR Management LLC, the general partner of KKR, as€ollows:

Henry R. Kravis—Co-Chairman and Co-Chief Executive Officer. MrakKis co-founded KKR's business in 1976 and isGbairman an
Co-Chief Executive Officer of KKR Management LLCelis actively involved in managing the firm andvesron each of the regional Private
Equity Investment and Portfolio Management ComragteMr. Kravis currently serves on the boards oftHbata Corporation and China
International Capital Corporation Limited. He atssyves as a director, chairman emeritus or trusteeveral cultural, professional, and
educational institutions, including The Businessi@l, Claremont McKenna College, Columbia Busingskool, Mount Sinai Hospital, the
Partnership Fund for New York City, PartnershipXmw York City, Rockefeller University, Tsinghua Warsity School of Economics and
Management and Sponsors for Educational Opportuidigyearned a B.A. from Claremont McKenna Colleg&967 and an M.B.A. from the
Columbia Business School in 1969. Mr. Kravis isteen of the United States.

George R. Roberts-Co-Chairman and Co-Chief Executive Officer. Mr.Heas co-founded KKR's business in 1976 and is GaiGan
and Co-Chief Executive Officer of KKR ManagementQ.lHe is actively involved in managing the firm a®atves on each of the regional
Private Equity Investment and Portfolio Managent@ommittees. Mr. Roberts serves as a director stamiof several cultural and educational
institutions, including Claremont McKenna Colle¢i is also founder and chairman of the board @&atiirs of REDF, a San Francisco
nonprofit organization. He earned a B.A. from Chaoat McKenna College in 1966 and a J.D. from thévehsity of California (Hastings) La
School in 1969. Mr. Roberts is a citizen of the tddiStates.

Joseph A. Grundfest-Director. Mr. Grundfest has been a member of therd of directors since July 15, 2010. Mr. Gruntfess been a
member of the faculty of Stanford Law School sit®80, where he is the William A. Franke Profesddraw and Business. He is also senior
faculty of the Arthur and Toni Rembe Rock CenterGorporate Governance at Stanford University; tierrand director of Directors' College,
a venue for the professional education of direabbzsublicly traded corporations; and co-foundeFofancial Engines, Inc., a provider of
services and advice to participants in employenspred retirement plans, where he has served iascaod since its inception in 1996.

Mr. Grundfest was a Commissioner of the SEC fro®51® 1990. He holds a B.A. in Economics from Y@haversity and a J.D. from
Stanford Law School. Mr. Grundfest is a citizerthed United States.

John B. Hess—Director. Mr. Hess has been a member of the boadirectors since July 28, 2011. Mr. Hess has ltkerchief executive
officer of Hess Corporation since 1995 and a diresince 1978. He was also director of Dow Chem@@lfrom 2006 to 2013. He serves as a
director on the Business Council, the Trilaterah@aission, the Council on Foreign Relations andGkater for Strategic and International
Studies. Mr. Hess is a member of the board oféassat the New York Public Library, Mount Sinai Hival, the Deerfield Academy and the
Dean's Advisors of Harvard Business School. Mr.gHdso serves as a member of the board of direotdrimicoln Center for the Performing
Arts. Mr. Hess earned a B.A. from Harvard Collegd an M.B.A. from Harvard Business School. Mr. Hiesa citizen of the United States.
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Dieter Rampl—Director. Mr. Rampl has been a member of the boéxdirectors since July 15, 2010. Mr. Rampl waaichan of
UniCredit Group from 2006 to April 2012. Previoushifr. Rampl was a member of the board for corpobatsness and corporate finance at
Bayerische Vereinsbank (Munich) from 1995 to Japudar2003 when he was appointed as spokesman bbrel of managing directors until
January 2006. In addition, Mr. Rampl has been aagiaig director of Charterhouse, London, managénetorporate business of BHF—Bank
Frankfurt and general manager of BHF North Ameraca] he also operated in the foreign trade finapanea at Société de Banque Suisse. Hx
is currently the vice chairman of Mediobanca S.pchairman of the supervisory board of Koenig & BaAG and a member of the supervis
board of FC Bayern Minchen AG, and was the chairafdhe supervisory board of Bayerische Bérse A@ dnne 2010. In addition,

Mr. Rampl previously served as a director and chair of the audit committee of KKR Guernsey GP Lémjtthe general partner of
KKR & Co. (Guernsey), L.P., formerly known as KKR\Rte Equity Investors, L.P. Mr. Rampl is a citizef Austria.

Patricia F. Russe—Director. Ms. Russo has been a member of the bafaditectors since April 15, 2011. Ms. Russo sdrae chief
executive officer of Alcatel-Lucent from 2006 toG®) Prior to the merger of Alcatel and Lucent if©@0she served as chairman and chief
executive officer of Lucent Technologies, Inc. fr@03 to 2006, and as president and chief execaffieer from 2002 to 2003. Before
rejoining Lucent in 2002, Ms. Russo was president ghief operating officer of Eastman Kodak Compfioyn March 2001 to December
2001. Ms. Russo has been a director of Alcoa inces2008, Merck & Co., Inc. since 2009, Generatdi® Company since 2009, and Hewlett
Packard Company since 2011. Prior to its mergdr digrck in 2009, Ms. Russo served as a direct@abferingPlough since 1995. Ms. Rus
is a citizen of the United States.

Thomas M. SchoeweDirector. Mr. Shoewe has been a member of thethofdirectors since March 14, 2011. Mr. Schoews wa
executive vice president and chief financial offitmr Wal-Mart Stores, Inc., a position he heldnfr@000 to 2010, and was employed by
Walmart in a transitional capacity to January 2(rlor to his employment at Walmart, Mr. Schoewe/eé as senior vice president and chief
financial officer for Black and Decker Corp., a jiias he held from 1993 to 1999. Prior to that,deeved for four years as Black and Decker's
vice president of finance. He previously held thsipion of vice president of business planning andlysis. He joined Black and Decker in
1986 after serving at Chicago-based Beatrice Coiapawhere he was chief financial officer and colter of Beatrice Consumer
Durables, Inc. He has served on the board of direcif Northrop Grumman Corporation and Generaldvi€ompany since 2011. From 2001
to May 2012, he served on the board of directoBusfeGroup Inc., which merged with Centex Corgdorain 2009 and previously served on
the Centex board. Mr. Schoewe graduated from LoMolaersity of Chicago with a bachelor's of busgmagministration degree in finance.
Mr. Shoewe is a citizen of the United States.

Robert W. ScullyDirector. Mr. Scully has been a member of the Badrdirectors since July 15, 2010. Mr. Scully veasmember of the
Office of the Chairman of Morgan Stanley from 2Q0#il his retirement in 2009, where he had preVipbgen co-president, chairman of
global capital markets and vice chairman of investhbanking. Prior to joining Morgan Stanley, heved as a managing director at Lehman
Brothers and at Salomon Brothers. Mr. Scully hageskas a director of Zoetis Inc. since June 2@18viously, he was a director of Bank of
America Corporation until May 2013, and has alsve as a director of GMAC Financial Services an8@Inc. He holds an A.B. from
Princeton University and an MBA from Harvard Busigaé&chool. Mr. Scully is a citizen of the Unitedt8s.

Todd A. Fisher—Chief Administrative Officer. Mr. Fisher joinede¢tKKR Group in 1993 and is Chief Administrative ©r of KKR
Management LLC and an employee of the KKR Group.RBher is responsible for overseeing the finateggl, information technology,
human resources, public affairs and office openatimnctions, coordinating with the various bussessand geographies of the KKR Group
overseeing the firm's efforts in real estate invesits. He is a member of KKR's Real Estate Invasti@emmittee. Mr. Fisher is a director of
Maxeda B.V. Previously, he
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served as a director of Rockwood Holdings, Incildanuary 2013, Northgate Information Solutions yhtil 2012, ALEA Group Holdings At
until 2007, and Bristol West Insurance Group u2@07. Prior to joining the KKR Group, Mr. Fisher tked for Goldman, Sachs & Co. in New
York and for Drexel Burnham Lambert in Los Angels. Fisher holds a B.A. from Brown University, 8hA. in International Affairs from
Johns Hopkins University, and an M.B.A. from the &itbn School of the University of Pennsylvania.isleurrently a member of the Board
Trustees of Brown University, the Board of Advistos The Johns Hopkins University School for Advaddnternational Studies, the Advis
Board of the Clinton Health Access Initiative, tirited States Holocaust Memorial Council and theriil on Foreign Relations. Mr. Fisher
is a citizen of the United States.

William J. Janetschek-Chief Financial Officer. Mr. Janetschek joined i€R Group in 1997 and is Chief Financial OfficdrkkKR
Management LLC and an employee of the KKR GroufmrRo joining the KKR Group, he was a Tax Partaebeloitte & Touche LLP for
13 years. He holds a B.S. from St. John's Uniweesid an M.S., Taxation from Pace University. Mimegtschek is actively involved in the
community, serving as a sponsor and member ofiatyasf non-profit organizations including Stud&gonsor Partners and St. John's
University. Mr. Janetschek is a citizen of the l@diStates.

David J. Sorkin—General Counsel. Mr. Sorkin joined the KKR Gron®2D07 and is General Counsel and Secretary of KKR
Management LLC and an employee of the KKR GroufmrRo joining the KKR Group, Mr. Sorkin was withn§pson Thacher & Bartlett LLP
for 22 years. He served as a partner at the lawdind also served on the executive committee adowe of KKR's principal outside couns
He received a B.A., summa cum laude, from Willigdodlege and a J.D., cum laude, from Harvard LawoSthMr. Sorkin is a citizen of the
United States.

Board of Directors and Executive Officers of KKR Ird Holdings GP Limitec

The names and material occupations, positioffices or employment during the past five gezdrthe directors and executive officers of
KKR Fund Holdings GP Limited, a general partneFaohd Holdings, are as follows:

Henry R. Kravis—Co-Chief Executive Officer and President. Pleaserrto "—Board of Directors and Executive OfficefKKR
Management LLC" for more information regarding Mravis' employment history.

George R. Roberts-Co-Chief Executive Officer and President. Pleaderrto "—Board of Directors and Executive OfficefsKKR
Management LLC" for more information regarding RRoberts' employment history.

Todd A. Fisher—Director. Please refer to "—Board of Directors &ebcutive Officers of KKR Management LLC" for mdrgormation
regarding Mr. Fisher's employment history.

William J. Janetschek-Director. Please refer to "—Board of Directors &nabcutive Officers of KKR Management LLC" for more
information regarding Mr. Janetschek's employméstohy.

David J. Sorkin—Director and Secretary. Please refer to "—BoarBiodéctors and Executive Officers of KKR ManagemehC" for
more information regarding Mr. Sorkin's employmeistory.
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Board of Directors and Executive Officers of KKR @up Limited

The names and material occupations, positioffices or employment during the past five gezdrthe directors and executive officers of
KKR Group Limited, the general partner KKR Groupléiogs L.P., are as follows:

Henry R. Kravis—Co-Chief Executive Officer and President. Ple&serrto "—Board of Directors and Executive OfficefKKR
Management LLC" for more information regarding Mravis' employment history.

George R. Roberts-Co-Chief Executive Officer and President. Pleaderrto "—Board of Directors and Executive OfficefsKKR
Management LLC" for more information regarding RRoberts' employment history.

Todd A. Fisher—Director. Please refer to "—Board of Directors &ebcutive Officers of KKR Management LLC" for mdrgormation
regarding Mr. Fisher's employment history.

William J. Janetschek-Director and Secretary. Please refer to "—BoarDiofctors and Executive Officers of KKR Managemkeh€C"
for more information regarding Mr. Janetschek's leympent history.

David J. Sorkin—Director and Secretary. Please refer to "—BoarbBioéctors and Executive Officers of KKR ManagemehC" for
more information regarding Mr. Sorkin's employmeistory.
Executive Officers of Merger Su

The names and material occupations, positioffices or employment during the past five gesrthe executive officers of Merger Sub
as follows:

Todd A. Fisher—Chief Administrative Officer and Vice Presidente&se refer to "—Board of Directors and Executi&d®rs of KKR
Management LLC" for more information regarding Misher's employment history.

William J. Janetschek-Chief Financial Officer and Vice President. Plessfer to "—Board of Directors and Executive Offis®f KKR
Management LLC" for more information regarding Manetschek's employment history.

David J. Sorkin—General Counsel, Vice President and SecretarpgsBleefer to "—Board of Directors and Executivei€@ifs of KKR
Management LLC" for more information regarding I8orkin's employment history.
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PROVISIONS FOR UNAFFILIATED SECURITY HOLDERS

No provision has been made (1) to granffiliated KFN common shareholders access to thpa@te files of KFN, any other party to 1
proposed merger or any of their respective af@katr (2) to obtain counsel or appraisal servitéseaexpense of KFN or any other such party
or affiliate.
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APPROVAL OF ADJOURNMENT OF THE KFN SPECIAL MEETING

KFN common shareholders are being askegppoove a proposal that will give KFN's board a&diors authority to adjourn the KFN
special meeting, if necessary to solicit additigmalxies if there are not sufficient votes to adihiet merger agreement at the time of the KFN
special meeting. If this proposal is approved,KR®\ special meeting could be adjourned to any dathe KFN special meeting is adjourned,
KFN common shareholders who have already submiitteid proxies will be able to revoke them at amydiprior to their use. If you return a
proxy and do not indicate how you wish to vote ag proposal, or if you indicate that you wish tdesn favor of the adoption of the merger
agreement but do not indicate a choice on the aaljpent proposal, your common shares will be vatef@vor of the adjournment proposal.
But if you indicate that you wish to vote agairist idoption of the merger agreement, your commarestwill only be voted in favor of the
adjournment proposal if you indicate that you wisivote in favor of that proposal. The affirmatiwate of holders of at least a majority of the
outstanding KFN common shares entitled to votecitiepresent in person or represented by proxyeaKEN special meeting will be required
to approve the adjournment of the KFN special ngeti

The KFN board of directors recommends that you voté FOR" the adjournment of the KFN special meeting,if necessary to solicit
additional proxies if there are not sufficient vote to adopt the merger agreement at the time of théFN special meeting.
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KFN SHAREHOLDER PROPOSALS

KFN will not hold an annual meeting of s#sareholders in 2014 if the merger has been coathlét however, KFN does hold its 2014
annual meeting, under the rules of the SEC, inraalbe considered for possible inclusion in thexgrstatement for KFN's 2014 annual
meeting, all KFN shareholder proposals must beivedeat KFN's principal executive offices, Attn: porate Secretary, 555 California Street,
50" Floor, San Francisco, CA, 94104. KFN must haveiked all such shareholder proposals on or befareeMber 19, 2013. KFN will
consider only proposals meeting the requirementseapplicable rules of the SEC.

For any proposal that is not submittedificiusion in KFN's proxy material for the 2014 aahmeeting but is instead sought to be
presented directly at that meeting, Rule 14a-4(clen the Exchange Act permits KFN management toceseediscretionary voting authority
under proxies it solicits unless KFN receives tiymabtice of the proposal in accordance with theecpdures set forth in Section 11.13 of the
KFN operating agreement. For a shareholder propsditector nomination to be properly submitted foesentation at KFN's 2014 annual
meeting, KFN's Corporate Secretary must have redeiwritten notice of the proposal or nominatiolKBN's principal executive offices durit
the period beginning on October 20, 2013 and endirig00 p.m., Eastern time, on November 19, 20i@yided, however, that in the event
that the date of the annual meeting is advanceklayed by more than 30 days from the first ansiasr of the date of the preceding year's
annual meeting, notice by the holder of sharesttirbely must be so delivered not earlier thanlts@" day prior to the date of such annual
meeting and not later than 5:00 p.m., Eastern tonehe later of the 120 day prior to the date of such annual meeting erté¢inth day
following the day on which public announcementhaf tlate of such meeting is first made. Howevethénevent the KFN board of directors
increases the number of directors in accordande KN's operating agreement and there is no palliouncement of such action at least
130 days prior to the first anniversary of the d#tenailing of the notice of the preceding yearisw@al meeting, a holder of shares' notice will
also be considered timely, but only with respeaidminees for any new positions created by suate@se, if it shall be delivered to KFN's
Corporate Secretary at KFN's principal executiiecefnot later than 5:00 p.m., Eastern time, ontémth day following the day on which such
public announcement is first made by KFN. The pubhnouncement of a postponement or an adjournofi@mt annual meeting does not
commence a new time period for the giving of a bolof shares' notice as described above.

Shareholder proposals or director nomimatimust contain information specified in the KFNe@ing agreement and must also be prope
matters for shareholder action under KFN's opegadgreement and under Delaware law. In additioa sifiareholder delivers a solicitation
notice with respect to a proposal or director nation, in order for such proposal or nominatiotéoproperly brought before the annual
meeting, the shareholder must have actually deivarproxy statement and form of proxy to holdérst deast the percentage of shares
required to carry the proposal or elect the shddeins nominee, as applicable. If no solicitatiatice is delivered with respect to a proposal ol
nomination, in order for such proposal or nomimatio be properly brought before the annual meetimg shareholder or beneficial owner
making the proposal or director nomination mustheote solicited a number of proxies sufficient &wé required the delivery of a solicitation
notice.
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LEGAL MATTERS

The validity of the KKR common units to issued in connection with the merger will be pasgeoh for KKR by Simpson, Thacher &
Bartlett LLP, New York, New York, and Simpson Thacl& Bartlett LLP has opined as to certain U.Sefed income tax consequences of the
ownership and disposition of KKR common units. @erjpartners of Simpson Thacher & Bartlett LLP, rbens of their families and related
persons have an interest representing less thaof 186 capital commitments of investment funds KidR manages.

EXPERTS
KKR

The consolidated financial statements ofRK& Co. L.P. and subsidiaries incorporated in pirigxy statement/prospectus by reference
from the Annual Report on Form 10-K for the yeadesh December 31, 2012 of KKR & Co. L.P. and subsids, and the effectiveness of the
internal control over financial reporting of KKR 0. L.P. and subsidiaries have been audited byifbek Touche LLP, an independent
registered public accounting firm, as stated inrtteport which is also incorporated herein by refeee. Such financial statements have been :
incorporated in reliance upon the report of suom fjiven upon their authority as experts in accimgnand auditing.

KFN

The consolidated financial statements oRKKinancial Holdings LLC and subsidiaries incorpedain this proxy statement/prospectus by
reference from the Annual Report on Form 10-K far year ended December 31, 2012 of KKR Financiddidigs LLC and subsidiaries, and
the effectiveness of the internal control over ficial reporting of KKR Financial Holdings LLC andissidiaries have been audited by
Deloitte & Touche LLP, an independent registerellipiaccounting firm, as stated in their reportsahhare also incorporated herein by
reference. Such financial statements have beemcsogporated in reliance upon the report of suah fiiven upon their authority as experts in
accounting and auditing.
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WHERE YOU CAN FIND MORE INFORMATION

KKR has filed with the SEC a registratidatsment under the Securities Act of which thisxgrstatement/prospectus forms a part, which
registers the KKR common units to be issued to ISRBreholders in connection with the merger. Thestegion statement, including the
exhibits and schedules attached to the registratatement, contains additional relevant infornratibout KKR and its common units. The
rules and regulations of the SEC allow KKR and KBNmit certain information that is included in ttegistration statement from this proxy
statement/prospectus.

KKR and KFN file annual, quarterly and sipéceports and other information with the SEC. K&MNo files proxy statements with the
SEC. The SEC allows KKR and KFN to "incorporateréference" into this proxy statement/prospectusrifeemation they file with the SEC,
which means that they can disclose important infdiom to you by referring you to those documentse ihformation incorporated by
reference is an important part of this proxy staethprospectus, and information that KKR or KFNdilater with the SEC will automatically
update and supersede such information as wellaigtbrmation included in this proxy statement/gpectus. Some documents or information
such as that called for by Iltems 2.02 and 7.01o0fF8-K, or the exhibits related thereto under 1&01 of Form 8-K, are deemed furnished
and not filed in accordance with SEC rules. Nonthose documents and none of that informationderporated by reference into this proxy
statement/prospectus. This proxy statement/progp@tso contains summaries of certain provisiomsadoed in some of the documents
described herein, but reference is made to thebdacuments for complete information. All of theremaries are qualified in their entirety by
reference to the actual documents.

KKR and KFN incorporate by reference thewtoents listed below and any future filings theykenaith the SEC under Sections 13(a), 1
(c), 14 or 15(d) of the Securities Exchange Act@34 until the termination of this offering:

KKR's Filings (SEC File No. 1-34820)

. Annual Report on Form 10-K for the year endedédeber 31, 2012;
. Quarterly Report on Form 10-Q for the quarterdesl March 31, 2013, June 30, 2013, and Septenth@03 3;

. Current Reports on Form 8-K filed on Februarg@13, February 2, 2013, April 25, 2013, July 2812, October 18, 2013,
October 24, 2013, December 17, 2013 and Febru#984; and

. Registration Statement on Form 8-A12B filed on Jidy 2010.

KKR will provide a copy of any document @amporated by reference in this proxy statementfpeotis and any exhibit specifically
incorporated by reference in the documents it ipomates by reference, without charge, by writtenral request directed to KKR at the
following address and telephone number:

KKR & Co. L.P.
Attention: Investor Relations

9 West 57" Street, Suite 4200
New York, New York 10019

(877) 610-4910

Email: Investor-Relations@kkr.com

KFN's Filings (SEC File No. 1-33437)
. Annual Report on Form 10-K for the year endedéddeber 31, 2012;
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. Quarterly Report on Form 10-Q for the quarters dnidarch 31, 2013, June 30, 2013, and Septemb&03(3;

. Current Reports on Formi{iled on January 11, 2013, January 17, 2013, dgnii8, 2013, February 5, 2013, February 7, 2
March 1, 2013, March 28, 2013, May 1, 2013, Mag®l,3, June 27, 2013, July 23, 2013, September®@&, September 30,
2013, October 23, 2013, December 16, 2013, Dece@$e2013 and January 31, 2014; and

. Registration Statement on Form 8-A12B filed anulary 17, 2013.

KFN will provide a copy of any documentanporated by reference in this proxy statementépectus and any exhibit specifically
incorporated by reference in the documents it ipomates by reference, without charge, by writtenraf request directed to KFN at the
following address and telephone number:

KKR Financial Holdings LLC
Attention: Investor Relations
555 California Street, 58 Floor
San Francisco, CA 94104
(855) 374-5411

Email: KFN.IR@kkr.com

KKR and KFN also make available free ofrggaon their internet websites at www.kkr.com and
http://ir.kkr.com/kfn_ir/kfn_overview.cfm, respeetly, the reports and other information filed by Rkand KFN with the SEC, as soon as
reasonably practicable after such material is madtally filed or furnished to the SEC. Neither Rk nor KFN's websites, nor the information
contained on their websites, is part of this pretatement/prospectus or the documents incorpobsteeference.

The SEC maintains an Internet website ¢batains reports, proxy and information statemantsother material that are filed through the
SEC's Electronic Data Gathering, Analysis and Reali (EDGAR) System. This system can be accesssdmatsec.gov. You can find
information that KKR and KFN file with the SEC bgference to their names or to their SEC file numb¥ou also may read and copy any
document KKR or KFN files with the SEC at the SE@iblic reference room located at:

100 F Street, N.E.
Room 1580
Washington, D.C. 20549

Please call the SEC at 1-800-SEC-0330uidhér information about the public reference rammd its copy charges. KKR SEC filings are
also available to the public through the New Yott&icR Exchange at 20 Broad Street, New York, Newkylf005.

The information concerning KKR containedhis proxy statement/prospectus or incorporatetebgrence has been provided by KKR,
and the information concerning KFN contained its §hioxy statement/prospectus or incorporated i®reate has been provided by KFN.

In order to receive timely delivery of requested douments in advance of the KFN special meeting, youequest should be received
no later than , 2014, If yorequest any documents, KKR or KFN will mail them b you by first class mail, or another
equally prompt means, within one business day afteeceipt of your request.

Neither KKR nor KFN has authorized anyongive any information or make any representatioouathe merger, KKR or KFN that is
different from, or in addition to, that containedthis proxy statement/prospectus or in any ofntiag¢erials that have been incorporated by
reference. Therefore, if any one distributes thietof information, you should not rely on it. by are in a jurisdiction where
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offers to exchange or sell, or solicitations ofeofto exchange or purchase, the securities off|relis proxy statement/prospectus or the
solicitation of proxies is unlawful, or you are arpon to whom it is unlawful to direct these typesictivities, then the offer presented in this
proxy statement/prospectus does not extend toMoelinformation contained in this proxy statememigpectus speaks only as of its date, «
the case of information in a document incorpordgdeference, as of the date of such documentssitee information specifically indicates
that another date applies.
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AGREEMENT AND PLAN OF MERGER

This Agreement and Plan of Merger (thisgteement) is made and entered into as of December 16, ,20138nd among
KKR & Co. L.P., a Delaware limited partnershipRérent"), KKR Fund Holdings L.P., an exempted limited fparship formed under the laws
of the Cayman Islands Fund Holdings'), Copal Merger Sub LLC, a Delaware limited liatyilcompany ("Merger Subl' and, taken together
with Fund Holdings and Parent, th@drent Parties’), and KKR Financial Holdings LLC, a Delaware lietl liability company (the "
Company' and, together with the Parent Parties, tparties").

WITNESSETH:

WHEREAS, the parties intend that Merger Babmerged with and into the Company (thderger"), with the Company surviving the
Merger as an indirect subsidiary of Parent, upentéhms and subject to the conditions set forthim Agreement and the provisions of the
Limited Liability Company Act of the State of Delave (the 'DE LLC Act");

WHEREAS, the board of directors of the Camyp (the "Company Board) has appointed a committee of the Company Boansisting
only of independent and disinterested directorthefCompany (the Transaction Committe§ to review and negotiate, and make a
recommendation to the Company Board with respe¢htransactions contemplated by this Agreemediyding the Merger;

WHEREAS, the Company Board, acting uponuth@nimous recommendation of the Transaction Cote@itinanimously (other than
Scott Nuttall and Craig Farr, who were not presarihe meeting of the Company Board) has (i) detechthat the transactions contemplated
by this Agreement, including the Merger, are fajrand in the best interests of, the holders ofdbmpany's Common Shares (as such term is
defined in the Company's Amended and Restated Gpgragreement, dated as of May 3, 2007 and as detefrom time to time prior to the
date hereof, the Company Operating Agreeméiit (ii) approved and declared advisable the exenutelivery and performance of this
Agreement and the transactions contemplated heneinding the Merger, and (iii) resolved to recoemd that the holders of the Company's
Common Shares approve the Merger;

WHEREAS, the board of directors of the gahpartner of Parent (theParent Board'), the board of directors of Fund Holdings, and th
sole member of Merger Sub have, on the terms dnig¢dLto the conditions set forth herein, appro&ed declared advisable the execution,
delivery and performance of this Agreement andrduesactions contemplated herein, including thedder

WHEREAS, by virtue of the Merger, the haklef the Company's Common Shares will receiverdiicoing equity interest in the
Company through the ownership of common units igareng the limited partnership interests of Pafemth common units, theParent
Common Units);

WHEREAS, immediately prior to the Closifgrent will issue to Fund Holdings a number of Re@ommon Units that will be
distributed to the holders of the Company's Comi®bares pursuant to Section 2.3 in connection \mighMerger;

WHEREAS, each Preferred Share that is antihg immediately prior to the Merger shall remainistanding as a Preferred Share of the
Surviving Entity immediately following the Merger;

WHEREAS, the Company's 7.500% Senior NdtesMarch 20, 2042 and the Company's 8.375% Salutas due November 15, 2041
that are outstanding immediately prior to the Megj®all remain outstanding as indebtedness of tinei\Bng Entity immediately following the
Merger; and

WHEREAS, the Company and the Parent Padiege to make certain representations, warrgrdie@nants and agreements in
connection with this Agreement.
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NOW, THEREFORE, in consideration of thesentises and the representations, warranties, cat®@aad agreements contained in this
Agreement, the parties agree as follows:

ARTICLE |

THE MERGER

1.1 The Merger. Upon the terms and subject to the conditiorthisfAgreement, and in accordance with the prowmssiof the DE LLC
Act, at the Effective Time, Merger Sub shall be gset with and into the Company and the separatédéhliability company existence of
Merger Sub shall cease, and the Company shallebsuitviving limited liability company in the Mergéhe "Surviving Entity") and shall
become an indirect subsidiary of Parent.

1.2 Effective Time; Closing Date.

(8) Subject to the provisions of this égment, as promptly as practicable on the Closiaig Dhe parties shall file (or cause to b
filed) with the Secretary of State of the Stat®efaware a certificate of merger for the Mergeeared in accordance with the relev
provisions of the DE LLC Act (theCertificate of Merget'), and shall make all other filings or recordingguired under the DE LLC
Act in connection with the Merger. The CertificafeMerger will provide that the Merger shall becoeftective at such time as the
Certificate of Merger shall have been duly filedtwihe Secretary of State of the State of Delawaw such later date and/or time as
may be agreed by the parties and specified in gréficate of Merger (the time at which the Mergpecomes effective is referred to
herein as the Effective Timé).

(b) Prior to the filing of the Certifieabf Merger, a closing (theClosing") shall be held at 10:00 a.m., New York time, e t
offices of Simpson Thacher & Bartlett LLP, 425 Legion Avenue, New York, New York 10017, or at sother place as the parties
may agree in writing, (i) as soon as practicablé {f» any event within three business days) follggihe date upon which all of the
conditions set forth in Article VII have been stitid or waived (other than those conditions thathmir nature are to be satisfied or
waived at the Closing, but subject to the satigfacbr waiver of those conditions), or (ii) on suzther date and/or at such other time a¢
the parties may agree in writing so long as athefconditions set forth in Article VII (other th#mose conditions that by their nature
to be satisfied or waived at the Closing, but stitje the satisfaction or waiver of those condiphave been satisfied or waived at or
prior to such date and/or time. The date on whiehGlosing takes place is referred to herein a& @lesing Date." Subject to the
satisfaction or waiver of all of the conditions &&th in Article VII, the parties agree to use seaable best efforts to coordinate and
cooperate in taking such actions so that the Cipsiitl take place on the last business day of arcddr month.

1.3 Effects of the Merger. The Merger shall have the effects set fortthexDE LLC Act. Without limiting the generality tiie
foregoing, at the Effective Time, all the properights, privileges, powers and franchises of thenfany and Merger Sub shall vest in the
Surviving Entity, and all debts, liabilities andtitis of the Company and Merger Sub shall becomeebés, liabilities and duties of the
Surviving Entity.

1.4 Organizational Documents and Directors and €&ffs of the Company. At the Effective Time, the certificate of fortian of the
Company as in effect immediately prior to the Mergfeall be the certificate of formation of the Suivg Entity, and the limited liability
company agreement of the Company in effect immeligtrior to the Merger shall be the limited liatyilcompany agreement of the Surviving
Entity; in each case, until such organizationalwent is amended in accordance with Applicable had as provided in such organizational
document. The officers of the Company immediateigrgo the Effective Time shall be the officerstbé Surviving Entity. Each of the parties
shall take all necessary action to cause thosegithdils designated in writing by Parent three days

A-2




prior to the Closing Date to be the members ofibard of directors of the Surviving Entity immeaigtfollowing the Effective Time, until
their respective successors are duly elected, amggbor qualified or until their earlier death,iggstion or removal in accordance with the
limited liability company agreement of the SurvigiEntity and Applicable Law.

ARTICLE Il

EFFECT OF THE MERGER

2.1 Effect on Shares.

(a) Atthe Effective Time, by virtue dfet Merger and without any further action on thd pathe Company, any Parent Party or
the holder of any securities of the Company or Rasent Party:

(i) Treatment of Merger Sub Common UnitsEach common unit representing membershipestsrof Merger Sub (the
Merger Sub Common Unityissued and outstanding immediately prior toHfiective Time shall be converted into one validly
issued, fully paid and nonassessable Common Sh#ne &urviving Entity (each such Common Share ghith each Common
Share of the Surviving Entity issued pursuant teti®e 2.1(a)(ii), a 'Surviving Company Shatg such that immediately
following the Effective Time, such newly issued Suing Company Shares shall constitute all of #sued and outstanding
capital stock of the Surviving Entity other thae tAreferred Shares.

(i) Treatment of Certain Company Common ShareEach Company Common Share issued and outatandi
immediately prior to the Effective Time that is ¢hély Fund Holdings or any subsidiary of Fund Holgirshall no longer be
outstanding and shall automatically be cancelletiratired and shall cease to exist, and no paystait be made with respect
thereto. Each Company Common Share issued ancodiisy immediately prior to the Effective Time tigheld by any
wholly-owned subsidiary of the Company shall remain ontitey and be converted into Common Shares of theiiug Entity
representing the same percentage ownership ofuhévihig Entity as such Company Common Share regtesl in the
Company immediately prior to the Effective Time.

(iif) Conversion of Company Common Share€ach Company Common Share issued and outetaimdmediately prior
to the Effective Time (other than the Company Comr8bares described in Section 2.1(a)(ii)) shalbenattically be converted
into the right to receive a number of validly isdlRarent Common Units equal to the Exchange Ratygther with cash in lieu
of fractional Parent Common Units, if any, payalesuant to Section 2.2(b) (collectively, thlérger Consideratioti). Each
Company Common Share, when so converted pursudnist8ection 2.1(a)(iii), shall no longer be oatsting and shall be
cancelled and shall cease to exist.

(b) No Effect on Phantom SharesEach phantom share (th®Hantom Share§ credited to a participant's account under the
KKR Financial Holdings LLC Non-Employee DirectoB#ferred Compensation and Share Award Plan (iDeférred Compensation
Plan") shall, immediately upon the Effective Time, auttically be converted into the right to receiveuanber of validly issued Pare
Common Units equal to the Exchange Ratio (withtfoaal Parent Common Units to be aggregated andd®di to the nearest whole
unit), but shall otherwise remain outstanding failog the Effective Time and be distributed pursuarthe terms of the Deferred
Compensation Plan.

(c) No Effect on Preferred Shares.Each Preferred Share issued and outstandingdiately prior to the Effective Time shall
remain an outstanding Preferred Share of the Sagyintity following the Effective Time.
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2.2 Exchange Ratio; Fractional Shares; Adjustments.
(&) The Exchange Rati® shall be equal to 0.51, subject to adjustmemicicordance with Section 2.2(d).

(b) No fractional Parent Common Unit $lbal issued in the Merger as a result of the caiwerprovided for in Sections 2.1(a)
(i) and 2.1(b), but in lieu thereof each Perstimeowise entitled to a fractional Parent Commontghall be entitled to receive, from
the Exchange Agent in accordance with the provssirthis Section 2.2(b), a cash payment in lieaush fractional Parent Common
Unit representing such Person's proportionateésteif any, in the proceeds from the sale by tkehBnge Agent (reduced by any fees
of the Exchange Agent attributable to such sal®ni@ or more transactions of Parent Common Unitsleq the excess of (i) the
aggregate number of Parent Common Units to beateli/to the Exchange Agent by Fund Holdings purtstiee8ection 2.3(a) over
(ii) the aggregate number of whole (non-fractiordyent Common Units to be distributed pursua@dction 2.3(b) (such excess being
the "Excess Unit§), which such proportionate interest shall be @mEdoon as reasonably practicable following starisaction or
transactions. The parties acknowledge that paywofahe cash consideration in lieu of issuing fratil Parent Common Units was not
separately bargained-for consideration but memgyasents a mechanical rounding off for purposesoiding the expense and
inconvenience that would otherwise be caused bysth&nce of fractional Parent Common Units. Afsampracticable after the
Effective Time, the Exchange Agent, as agent ferRRrsons that would otherwise receive fractioaa¢i Common Units, shall sell -
Excess Units at then prevailing market prices @Nbw York Stock Exchange KIYSE") in the manner provided in Section 2.2(c).

(c) The sale of the Excess Units by tkelange Agent shall be executed on the NYSE atphewailing market prices and shall
be executed in round lots to the extent practicalite Exchange Agent shall hold such proceedaist for the Persons that would have
otherwise received fractional Parent Common Utlits { Common Unit Trust). The Exchange Agent shall determine the portibthe
Common Unit Trust to which each such Person sleadirtitled by multiplying the amount of the aggitegaroceeds comprising the
Common Unit Trust by a fraction, the numerator dich is the amount of the fractional Parent Comndoit interest to which such
Person would otherwise be entitled and the denamired which is the aggregate amount of fractiddatent Common Unit interests to
which all such Persons would otherwise be entitled.

(d) Inthe event that, prior to the Effee Time, the Company or Parent shall declar@ekstlividend or other distribution payal
in Company Common Shares or Parent Common Unipplgcable, or securities convertible, exercisaislexchangeable into
Company Common Shares or Parent Common Units,@salple, or effect a stock split, reclassificatiocombination, exchange of
shares (other than, for the avoidance of doubtragylar quarterly issuances of Parent Common Wmétde by Parent in accordance
with its quarterly exchange process) or other sinthange with respect to the Company Common Sleafearent Common Units, as
applicable, the Exchange Ratio set forth in Sec@@fa) shall be adjusted to reflect fully the aggprate effect of such dividend,
distribution, stock split, reclassification, coméaiion, exchange of shares (other than, for thedavmie of doubt, any regular quarterly
issuances of Parent Common Units made by Parextciordance with its quarterly exchange processjtar similar change.
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2.3 Exchange of Shares.

(@) Exchange Agent. Prior to the Effective Time, American Stock fiséer and Trust Company, LLC (or such other comnat
bank, trust company or transfer agent that is miytselected by Fund Holdings and the Company)lsiwlas exchange agent (the "
Exchange Ageni) for the delivery of the Merger Consideration guent to Section 2.1(a)(iii) and the Parent Comidoits pursuant to
Section 2.1(b). At or prior to the Effective Timeynd Holdings shall deposit with the Exchange Aggmitthe benefit of each Person
entitled to payment pursuant to Sections 2.1(afid 2.1(b), for exchange in accordance with $@stion 2.3 and in accordance witt
exchange agent agreement with Fund Holdings in fimchsubstance reasonably approved by the Compamytgthe Effective Time,
(i) the Parent Common Units to be delivered purstmSections 2.1(a)(iii)) and 2.1(b) and (ii) anamt of cash in U.S. dollars
sufficient to pay unpaid dividends and distribusipif any, payable pursuant to Section 2.3(c) (deatent Common Units, together w
any cash for unpaid dividends or distributionsgrif/, with respect thereto, are referred to as thechange Fund).

(b) Exchange Procedures. As soon as reasonably practicable after thechffe Time, the Surviving Entity shall cause the
Exchange Agent to mail to each holder, if any, oésificate (a 'Certificate") which immediately prior to the Effective Time
represented outstanding Company Common Shares/¢hatconverted into the right to receive the Mei@ensideration pursuant to
Section 2.1(a)(iii): (i) a letter of transmittah& form and substance of which shall have beemneddy approved by the Company prior
to the Effective Time and which shall specify thativery shall be effected, and risk of loss atid to the Certificates shall pass, only
upon delivery of the Certificates to the Exchangget and shall be in such form and have such ctrgomary provisions as Fund
Holdings may reasonably specify) and (i) instrant for effecting the surrender of the Certificateexchange for the Merger
Consideration and unpaid dividends and distribgtidginany, payable pursuant to Section 2.3(c). Upaper surrender of a Certificate
for cancellation to the Exchange Agent, togethehwiletter of transmittal, duly completed and digliexecuted in accordance with the
instructions thereto, and such other documentsaasraasonably be required by the Exchange Ageatdfder of such Certificate shall
be entitled to receive in exchange therefor: (A&t thhole number of Parent Common Units which sualddr has the right to receive
pursuant to Section 2.1(a)(iii) in such denominadiand registered in such names as such holdereaagnably request and (B) a ch
representing the amount of cash in lieu of fra@ld®arent Common Units, if any, and unpaid divideadd distributions, if any, which
such holder has the right to receive pursuantagtbvisions of this Article Il, after giving effeto any required withholding tax. Any
Certificate so surrendered shall immediately becelied. Until surrendered as contemplated by thistiSn 2.3, each Certificate shall
deemed at any time after the Effective Time to@sent only the right to receive upon surrendeMbeger Consideration and unpaid
dividends and distributions, if any, as providedhis Article Il, after giving effect to any reqenl withholding tax. The Surviving Enti
without any action on the part of any such Pershall cause the Exchange Agent to (x) issue, #seoEffective Time, to each holder
uncertificated Company Common Shares (any such @oynGommon Share, aBook-Entry Sharé) that whole number of Parent
Common Units that each such Person is entitleddeive pursuant to Section 2.1(a)(iii) and (y) ni@iéach such Person, as soon as
reasonably practicable after the Effective Timehack representing the amount of cash in lieuaitfonal Parent Common Units, if
any, and unpaid dividends and distributions, if,amlgich such Person has the right to receive putsigathe provisions of this
Article Il, after giving effect to any required \Wwliolding tax. No interest shall be paid or accraedhe cash in lieu of fractional Parent
Common Units, if any, and unpaid dividends andritiigtions, if any, payable to holders of the Comp&hares. In the event of a
transfer of ownership of Company Common Sharesishatt registered on the transfer records of tam@any, the proper whole
number of Parent Common Units, together with a kliecthe cash to be paid in lieu of
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fractional Parent Common Units, if any, and unghiddends and distributions, if any, may be issteeduch transferee if all documents
required to evidence and effect such transfer amyidence that any applicable transfer Taxes baea paid and, with respect to
Company Common Shares represented by a Certifiteteertificate held by such transferee, are prtesieto the Exchange Agent.

(c) Distributions with Respect to Unexchanged ShareThe parties shall coordinate so that holdets®fCompany Common
Shares will not receive in respect of the samenclequarter both (i) a quarterly distribution @spect of such holders' Company
Common Shares and (ii) a quarterly distributiongspect of the Parent Common Units issuable putdadahis Agreement. Subject to
the immediately foregoing sentence, whenever adi or distribution is declared or made afterdate of this Agreement with resp
to Parent Common Units with a record date afteBtiective Time, such declaration shall includenad&nd or distribution in respect
all Parent Common Units issuable pursuant to tlggeAment. Notwithstanding any other provisionshaf Agreement, no dividends or
other distributions declared or made after the dife Time with respect to Parent Common Units hg\a record date after the
Effective Time shall be paid to the holder of amgurrendered Certificate, and no cash paymengindf fractional Parent Common
Units shall be paid to any such holder, until sholder shall surrender such Certificate as providatiis Section 2.3. Subject to the
effect of Applicable Law of the State of Delawdi@|owing surrender of any such Certificate, thehall be paid to the holder of the
Parent Common Units issued in exchange therefdnowt interest, (i) at the time of such surrentlee,amount of dividends or other
distributions with a record date after the EffeetiMme theretofore payable with respect to suclefaommon Units and not paid, less
the amount of any withholding taxes which may lmuneed thereon, and (ii) at the appropriate payndate subsequent to surrender,
amount of dividends or other distributions with &jecord date after the Effective Time but praostirrender and (y) a payment date
subsequent to surrender that are payable with cespsuch Parent Common Units, less the amouahpfvithholding taxes which mi
be required thereon.

(d) No Further Ownership Rights in Company Commuaré&s. All Parent Common Units issued upon surrendler o
Certificates or cancellation of Book-Entry Shamesccordance with the terms of this Agreement (idiclg any cash paid pursuant to
this Article 1) shall be deemed to have been idsaeull satisfaction of all rights pertaining toe Company Common Shares
represented by such Certificates and Book-Entryedhand there shall be no further registratiotrafsfers on the transfer books of the
Company of Company Common Shares outstanding inateddiprior to the Effective Time. If, after thef&ftive Time, Certificates al
presented to the Surviving Entity for any reasbrytshall be cancelled and exchanged as providddsirrticle I1.

(e) Lost Certificates. In the event that any Certificate shall haverblest, stolen or destroyed, upon the holder'sptiamce
with the replacement requirements established &yttthange Agent, including the making of an affitio that effect and, if
necessary, the posting by the holder of a bondistoenary amount as indemnity against any claimriteat be made against the
Exchange Agent or the Surviving Entity with respiecsuch Certificate, the Exchange Agent shalivéelin exchange for such lost,
stolen or destroyed Certificate, the Merger Consitien and any dividends and distributions whicbhshiolder has the right to receive
pursuant to this Article I1.

() Termination of Exchange Fund.Any portion of the Exchange Fund (including amgrest or other amounts received with
respect thereto) that remains undistributed sixthmafter the date of the mailing required by $ecf.3(b) shall be delivered to the
Surviving Entity, upon demand, and any holder oftiieates who has not theretofore complied witls tRection 2.3 shall thereafter
look only to the Surviving Entity for satisfactiaf its claim for Merger
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Consideration and any dividends and distributiohg&tvsuch holder has the right to receive purstatttis Article II.

(g) No Liability. None of Parent, Fund Holdings, the Survivingitigror the Exchange Agent shall be liable to aryden in
respect of any portion of the Exchange Fund oMbeger Consideration delivered to a public offigialrsuant to any applicable
abandoned property, escheat or similar Applicable.Lf any Certificates shall not have been sureeed prior to seven years after the
Effective Time (or immediately prior to such earltate on which any cash, any cash in lieu of foaetl Parent Common Units or any
dividends or distributions with respect to wholedPd Common Units in respect of such Certificateilldatherwise escheat to or
become the property of any Governmental Authoryy such cash, dividends or distributions in respésuch Certificate shall, to the
extent permitted by Applicable Law, become the propof the Surviving Entity, free and clear of @liims or interest of any Person
previously entitled thereto.

(h) Investment of Exchange Fund.The Exchange Agent shall invest any cash iredud the Exchange Fund, if and as directe
by Fund Holdings, on a daily basgpvided, that no losses on such investment will affectdhgh payable to former holders of
Company Common Shares pursuant to the provisiottefrticle 1. Any interest and other income udéigg from such investments
shall be paid to Fund Holdings upon terminatiomhef Exchange Fund pursuant to Section 2.3(f).

2.4 Treatment of Stock Options and Other EquityeBaswards.

(@) As of the Effective Time, by virtuétbe Merger and without any action on the parthef holders thereof, each option
(whether vested or unvested) to purchase Companmyntm Shares that is outstanding immediately pddhé Effective Time (each, a
" Company Optioti) shall be cancelled, and the holder thereof dhakntitled to receive an amount in cash equtdg@xcess, if any,
of (1) the Per Share Amount over (2) the exercis@per Company Common Share subject to such Caynpation as in effect
immediately prior to the Effective Time (theéJption Consideratiot). The Option Consideration shall be paid in apusam as soon as
practicable after the Effective Time but in no eMater than 10 business days following the Effexilime. For purposes of this
paragraph, Per Share Amouritmeans the Cash Value of the number of Parent Gamdmits (including any fractional Parent
Common Units) that a holder of one Company Commirer&would be entitled to receive pursuant to $adil(a)(iii) and the
Exchange Ratio described thereunder, aBdsh Value' means, with respect to a Parent Common Unitatlezage closing price of a
Parent Common Unit over the 10 trading day periadireg on the trading day immediately precedingGhesing Date. In the event that
any Company Option has an exercise price per Cojmpammon Share that is greater than the Per ShawmuAt, such Company
Option shall be cancelled without payment in resfieereof as of the Effective Time, without liabilto the Company, Parent or any of
their affiliates.

(b) At the Effective Time, each restritt@ompany Common Share (other than any restrictedpgany Common Shares held by
KKR Financial Advisors) issued and outstanding urile 2007 Share Incentive Plan for KKR Financialdihgs LLC, as amended
from time to time (the 2007 Share Plat) shall, by virtue of the Merger and without argtian on the part of the holder thereof, be
converted into a number of restricted Parent Combhoits (having the same terms and conditions, ghiolg applicable vesting
requirements, as applied to such restricted Com@amymon Share immediately prior to the Effectiven&) that a Company Common
Share would be exchanged for in accordance wittidge2.1(a)(iii) (with fractional Parent Common Wsto be aggregated and roun
to the nearest whole unit), and Parent shall astben2007 Share Plan and any award agreement ifseredinder pursuant to which
any such restricted Company Common Share has lvaated in order to provide for the foregoing. A¢ th
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Effective Time, any restricted Company Common Shaedd by KKR Financial Advisors shall automatigdie cancelled and retired
and shall cease to exist.

(c) Prior to the Effective Time, the Coang and the Company Board and the compensation @teerof the Company Board, on
the one hand, and Parent and the Parent Boartieasthier hand, shall take all actions necessagjféctuate the provisions of this
Section 2.4.

2.5 Withholding. The Company (or the Surviving Entity after Eféective Time), Parent, the Exchange Agent andahgr
applicable withholding agent shall be entitled éaldct and withhold from the consideration othervgiagable pursuant to this Agreement such
amounts as are required to be deducted and withtitHd-espect to the making of such payment ungetieable Tax law. To the extent that
amounts are so withheld and timely paid over toaghglicable taxing authority, such withheld amousitall be treated for all purposes of this
Agreement as having been paid to the applicablgoRdn respect of which such deduction and withimgldvas made.

ARTICLE Il

REPRESENTATIONS AND WARRANTIES OF THE PARENT PARTIE S

In order to induce the Company to entes this Agreement, subject to the exceptions s¢h fiorthe disclosure schedule delivered by
Parent to the Company and dated as of the datesof\greement (the Parent Disclosure Schedule(which exceptions shall specifically
identify a Section to which such exception relatiglseing understood and agreed that each suclpgeneshall be deemed to be disclosed bott
under such Section and any other Section of thieé&ment (other than Section 3.5) to which it isoe@bly apparent on its face such disclc
relates) and subject to the information disclosg®arent in any Parent SEC Document filed durirgptériod from December 31, 2011 thro
the business day prior to the date of this Agreérfather than in any risk factor or other cautignar forward-looking disclosure contained in
such Parent SEC Document), the Parent Partiessesgirand warrant to the Company as follows:

3.1 Organization and Standing. Each Parent Party is a legal entity duly orgeaj validly existing and in good standing under ldws
of its respective jurisdiction of organization wah requisite power and authority to own, leas® and operate its properties and to conduct i
business as and where now owned, leased, usea@tegpand conducted. Each Parent Party is dulyfggehto do business and in good stanc
in each jurisdiction in which the nature of the iness conducted by it or the property it owns,dsas operates, makes such qualification
necessary, except where the failure to be so dg@lifr in good standing in such jurisdiction wounlat, individually or in the aggregate,
constitute a Material Adverse Effect with respecParent. Except as would not have an adverset effethie ability of any Parent Party to
consummate any of the transactions contemplatedi®y\greement, no Parent Party is in default efgterformance, observance or fulfillment
of any provision of its organizational documentardnt has furnished to the Company prior to the Hateof a complete and correct copy o
organizational documents of each Parent Party.

3.2 Power and Authority. Each Parent Party has all requisite power atitbaity to enter into and deliver this Agreemend asubject
to the adoption of this Agreement by Fund Holdiirgis capacity as the sole member of Merger Suh weispect to the Merger, to perform its
obligations under this Agreement and to consumithetdéransactions contemplated by this Agreemenrd.eXecution and delivery of this
Agreement and the consummation of the transactiontemplated hereby by the Parent Parties haveddgmuthorized by all requisite acti
on the part of each Parent Party, subject to tbetamh of this Agreement by Fund Holdings in itpaeity as the sole member of Merger Sub
with respect to the Merger. This Agreement has luledy executed and delivered by each Parent Pamty,, assuming due authorization,
execution and delivery by the Company, constitthiedegal, valid and binding obligation of eachdPaParty enforceable against such Persol
in accordance with its terms except that the eefoent hereof may be limited by
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(i) bankruptcy, insolvency, reorganization, morator or other similar laws, now or hereafter in effeelating to creditors' rights generally and
(ii) general principles of equity (regardless ofatlier enforceability is considered in a proceedingguity or at law). Other than the adoption
of this Agreement by Fund Holdings in its capaeisythe sole member of Merger Sub with respectadiarger, no vote of the holders of any
class or series of capital stock (or other se@sjtof any Parent Party is necessary to approvieahsactions contemplated by this Agreement.

3.3 Capitalization of Parent and Merger Sub.
(@) The number of Parent Common Units i@y be issued by Parent is not limited by Pasentjanizational documents.

(b) As of December 12, 2013 (thl8asurement Dat§, 288,143,327 Parent Common Units were outstanpdsince the
Measurement Date to the date of this Agreemente thave been no issuances of Parent Common Urtiepeupon the granting or
exercise of awards to employees and service proy/ifeParent or its affiliates. The outstandingdhaiCommon Units have been duly
authorized and validly issued and are free of aegmptive rights and were issued in compliancdlimaterial respects with Applicat
Law. Except as set forth in this Section 3.3(bindBection 3.3(b) of the Parent Disclosure Schedigeof the date of this Agreement,
there are no (i) outstanding equity securitiesareRt, (ii) securities of Parent or its subsidisgenvertible into or exchangeable for
equity securities of Parent, (iii) options, warigrdalls, phantom stock or other rights to acquom Parent or its subsidiaries, or
obligation of Parent or its subsidiaries to issrg; equity securities or securities convertible iot exchangeable for equity securities o
Parent (the items in clauses (i), (ii) and (iii¢ aeferred to collectively asParent Securitie¥), or (iv) outstanding obligations of Parent
or any subsidiary of Parent to repurchase, redaastherwise acquire any Parent Securities. Excgpag set forth in Section 3.3(b) of
the Parent Disclosure Schedule, or (y) in connagtiith the repurchase or acquisition of Parent Comitdnits pursuant to the terms of
any equity incentive plan of Parent, neither Panemtany of its subsidiaries is a party to any Cagttthat (i) obligates Parent or any of
its subsidiaries to repurchase, redeem or otheraggaire any Parent Securities, (ii) relates tovibteng or transfer of, requires
registration of, or grants any preemptive rightgi-dilutive rights, rights of first refusal or othanslar rights with respect to, any Par
Securities, or (iii) otherwise relates to, creatstablishes or defines the terms and conditionamyf Parent Securities. Since the
Measurement Date, Parent has not granted, comnhitigicant or otherwise created or assumed any aiinig with respect to any Parent
Securities, other than as permitted by Sectioro64ds set forth in Section 3.3(b) of the Parentbisure Schedule.

(c) All outstanding Merger Sub Common tdrare duly authorized, validly issued and frepreemptive rights and are held of
record by Fund Holdings (except for any outstanditegger Sub Common Units assigned to KKR Manageretdings L.P. ("
Management Holdingy by Fund Holdings pursuant to Section 9.12) faed clear of any Liens. The Merger Sub Common Units
represent all of Merger Sub's membership interests.

3.4 Conflicts; Consents and Approvals.Neither the execution and delivery of this Agrent by any Parent Party nor the
consummation by the Parent Parties of the Mergettlae other transactions contemplated hereby will:

(a) conflict with, or result in a breashany provision of, the organizational documerftary Parent Party, subject to adoption of
this Agreement by Fund Holdings in its capacityressole member of Merger Sub with respect to tleegér;

(b) violate, or conflict with, or resuft a breach of any provision of, or constitute fad# (or an event which, with the giving of
notice, the passage of time or otherwise, wouldtturte a default) under, or entitle any party fwthie giving of notice, the passage of
time or otherwise) to
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terminate, accelerate, adversely modify or cakfadlt under, or result in the creation of any Ligyon any of the properties or assets o
Parent or any of its subsidiaries under, any ofténes, conditions or provisions of any note, bandrtgage, indenture, deed of trust,
license, contract, undertaking, agreement, leas¢her instrument (each, a&bntract") to which Parent or any of its subsidiaries is a

party;

(c) assuming compliance with the matteferred to in Section 3.4(d), violate any applledaws, statutes, rules, regulations,
legally binding policies or guidelines promulgatedjudgments, decisions or orders entered by amye@mental Authority (all such
laws, statutes, orders, rules, regulations, pdjaeidelines, judgments, decisions and ordergeaolely, " Applicable Law")
applicable to Parent or any of its subsidiariearor of their respective properties or assets; or

(d) require any action or consent or apgal of, or review by, or registration or filing Barent or any of its subsidiaries with, any
third party or any local, domestic, foreign or nvalational court, arbitral tribunal, mediator, adistrative agency or commission or
other governmental or regulatory body, agencyrumsentality or authority (a Governmental Authority), other than (i) authorization
for inclusion of the Parent Common Units to bedaied pursuant to this Agreement on the NYSE, stilhjeofficial notice of issuance,
(i) any notifications required by the Hart-Scotbdino Antitrust Improvements Act of 1976, as amehftegether with the rules and
regulations thereunder, thedSR Act’), (iii) registrations or other actions requiredder foreign, federal or state Antitrust Laws or
securities or blue-sky laws, (iv) the filing of tlertificate of Merger with the Secretary of Statehe State of Delaware, and
(v) consents or approvals of, or notificationsany Governmental Authority set forth in Section(@)4o the Parent Disclosure
Schedule;

except in the case of clauses (b), (c) and (d) alfmvany of the foregoing that would not, indivédly or in the aggregate, constitute a Material
Adverse Effect with respect to Parent or a matexiaderse effect on the ability of any Parent Partyonsummate the transactions contempl
by this Agreement.

3.5 No Material Adverse Effect. Since December 31, 2012 through the date sfAQreement, there have been no Events that,
individually or in the aggregate, constitute a MaleAdverse Effect with respect to Parent.

3.6 Parent SEC Documents; Controls.

(a) Parent has timely filed or receivied &ppropriate extension of time within which e fiith the United States Securities and
Exchange Commission (theCommissiorY) all forms, reports, schedules, statements ahdratocuments required to be filed by it si
January 1, 2010 under the Securities Exchange {Ak@®4, as amended (together with the rules andlaggns thereunder, the "
Exchange Act) or the Securities Act of 1933, as amended (togretvith the rules and regulations thereunder; tBecurities Act)

(such documents, as supplemented and amendedisitime of filing, collectively, the Parent SEC Documents The Parent SEC
Documents, including any financial statements dedales included therein, at the time filed (andhie case of registration statements
on the dates of effectiveness) (i) did not congaig untrue statement of a material fact or omététe a material fact required to be
stated therein or necessary in order to make #tersents therein, in light of the circumstanceseunchich they were made, not
misleading and (ii) complied as to form in all nréakrespects with the applicable requirementsefExchange Act and the Securities
Act, as the case may be. The financial statemdsu@nt included in the Parent SEC Documents wapgared in accordance with
GAAP during the periods involved (except as maynoicated in the notes thereto or, in the casenaludited statements, as permitted
by Form 10-Q of the Commission), and fairly presardll material respects (subject in the casenafudited statements to normal,
recurring audit adjustments) the consolidated fire@rposition of Parent and its consolidated subsies as at
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the dates thereof and the consolidated resultsedf operations and cash flows for the periods #rated. No subsidiary of Parent is
subject to the periodic reporting requirementshef Exchange Act other than as part of Parent'sotidased group.

(b) Parent maintains a system of intecaaltrol over financial reporting (within the meagiof Rules 13a-15(f) and 15d-15(f)
promulgated under the Exchange Act) designed teigeeareasonable assurances regarding the reliabilifinancial reporting and the
preparation of financial statements for externappges in accordance with GAAP. Parent (i) maimstdisclosure controls and
procedures (within the meaning of Rules 13a-15(d)¥5d-15(e) promulgated under the Exchange Aatpded to ensure that
information required to be disclosed by Parenhireports that it files and submits under the Brge Act is recorded, processed,
summarized and reported within the time periodsi§ipd in the Commission's rules and forms, inchgdihat information required to
disclosed by Parent in the reports that it filed anbmits under the Exchange Act is accumulateccamimunicated to management of
Parent as appropriate to allow timely decisiongardigg required disclosure, and (ii) has disclokeded upon the most recent
evaluation by the Co-Chief Executive Officers artdef Financial Officer of the general partner ofétd of Parent's internal control
over financial reporting, to its auditors and tiueliacommittee of the Parent Board (A) all sigrafit deficiencies and material
weaknesses in the design or operation of Parem¢mial control over financial reporting which aeasonably likely to adversely affect
its ability to record, process, summarize and refpoancial data and (B) any fraud, whether or material, that involves management
or other employees who have a significant roledreBt's internal control over financial reporting.

3.7 Registration Statement; Proxy Statemenione of the information supplied or to be siggbby any Parent Party for inclusion or
incorporation by reference in the registrationestant on Form S-4 (such registration statemeritraay be amended or supplemented and
including any such amendments or supplements, Regfstration Statemetit to be filed with the Commission by Parent untder Securities
Act, including the prospectus relating to the Pa@mmmon Units to be delivered pursuant to thise&gnent (as it may be amended or
supplemented and including any such amendmentsppiesnents, the Prospectus) and the proxy statement and form of proxy relgtio the
Company Shareholder Meeting (as it may be amersiggblemented or modified and including any suchrainmeents or supplements, the "
Proxy Statemer"), at the time the Registration Statement becosfifestive or, in the case of the Proxy Statemernheadate of mailing and at
the date of the Company Shareholder Meeting, wititain any untrue statement of a material factnoit to state a material fact required to be
stated therein or necessary in order to make #ieraents therein, in light of the circumstancesenn¢hich they were made, not misleading.
The Registration Statement, except for such pastthereof that relate only to the Company andubswliaries, will comply as to form in all
material respects with the provisions of the Sei@sriAct and the Exchange Act.

3.8 Litigation. There is no suit, claim, action, proceedinggdition, arbitration, mediation or investigatian(" Action") pending or,
to the knowledge of Parent, threatened againsnPareny of its subsidiaries or their respectifficers or directors that would, individually or
in the aggregate, constitute a Material Adversedifivith respect to Parent. Neither Parent norddritg subsidiaries nor any assets, rights or
properties of such Persons is subject to any oudstg order, writ, injunction or decree that woutdjividually or in the aggregate, constitute a
Material Adverse Effect with respect to Parent.

3.9 Brokerage and Finder's Fees.Except for Parent's obligations to Goldman,hSa& Co. and Lazard Fréres & Co. LLC, neither
Parent, any of its subsidiaries nor any of thespeetive equityholders, directors, officers or emgpks has incurred or will incur on behalf of
Parent or its subsidiaries any brokerage, findénancial advisor's or similar fee or commissiarconnection with the transactions
contemplated by this Agreement.
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3.10 Operations of Merger Sub. Merger Sub is a direct, whollywned subsidiary of Fund Holdings, was formed gdiet the purpos
of engaging in the transactions contemplated ts/Algireement, has engaged in no other businesstiastiand has conducted its operations
only as contemplated by this Agreement.

3.11 Compliance with Law. Parent and its subsidiaries are in complianitle, nd at all times since January 1, 2010 haen lie
compliance with, all Applicable Law relating to Bat, its subsidiaries or their respective busitegwoperties, except where the failure to t
compliance with such Applicable Law would not, widually or in the aggregate, constitute a MatefidVerse Effect with respect to Parent.
No investigation or review by any Governmental Autty with respect to Parent or its subsidiariepasding or, to the knowledge of Pare
threatened, nor has any Governmental Authorityciaigid in writing an intention to conduct the sameaach case other than those the outcomnr
of which would not, individually or in the aggregatonstitute a Material Adverse Effect with reggedParent.

3.12 Undisclosed Liabilities. Except (a) as and to the extent disclosedsarved against on the unaudited consolidated balsimeet
of Parent as of September 30, 2013 included ifPrent SEC Documents, (b) as incurred after thee ttiereof in the ordinary course of
business consistent with past practice, or (ceafosth in Section 3.12 to the Parent Disclosurkeflule, Parent, together with its subsidiaries
does not have any liabilities or obligations of axaure, whether known or unknown, absolute, actroentingent or otherwise and whether
due or to become due in each case required by GAMe reflected or reserved against in the conataitibalance sheet of Parent and its
subsidiaries (or disclosed in the notes to sucanua sheet), that would, individually or in the @ggte, constitute a Material Adverse Effect
with respect to Parent.

3.13 Operation of Parent's Business.Since September 30, 2013 through the dateofireement, neither Parent nor any of its
subsidiaries has engaged in any transaction frddne after execution of this Agreement, wouldate Section 6.1(b) or (c) in any material
respect.

3.14 Investment Company Act.Parent is not required to register as an "itmest company" as that term is defined in, andis n
otherwise subject to regulation under, the Investm@mmpany Act of 1940, as amended.

3.15 Status under Company Operating Agreemerntlo Parent Party, and no subsidiary of any Rdarty, is an Interested Member
such term is defined in the Company Operating Age®) or is, or after the consummation of the taatisns contemplated by this Agreemen
would be, an Affiliate or Associate of an InteresMember (in each case, as such term is defindtki€ompany Operating Agreement).

3.16 Knowledge of Parent Parties. As of the date hereof, none of the Personsdist Section 3.16 of the Parent Disclosure Scleedul
has actual knowledge that any representation aranwgyr of the Company made in this Agreement isuenar inaccurate. Each of the Parent
Parties hereby acknowledges and agrees that itaaffiliates, including KKR Financial Advisors IQ (together with its successors and
assigns, 'KKR Financial Advisors$), shall have no right or remedy hereunder basethe inaccuracy of any representation or warranty
contained in Article IV which any of the Persorstdd in Section 3.16 had actual knowledge as ofidte hereof.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

In order to induce the Parent Parties terento this Agreement, subject to the exceptisgtsforth in the disclosure schedule delivered by
the Company to Parent and dated as of the datesoAgreement (the Company Disclosure Schedu)gwhich exceptions shall specifically
identify a Section to which such exception relatielseing understood and agreed that each suclpganeshall be
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deemed to be disclosed both under such Sectioarandther Section of this Agreement (other thartiSeel.6) to which it is reasonably
apparent on its face such disclosure relates) abjg to the information disclosed by the Compengny Company SEC Document filed
during the period from December 31, 2011 throughtthsiness day prior to the date of this Agreertaher than in any risk factor or other
cautionary or forward-looking disclosure contaimeduch Company SEC Document), the Company reptesen warrants to the Parent
Parties as follows:

4.1 Organization and Standing. The Company is a limited liability company dasganized, validly existing and in good standing
under the laws of the State of Delaware with ajuisite limited liability company power and authgrio own, lease, use and operate its
properties and to conduct its business as and wimeveowned, leased, used, operated and condudtedCdmpany is duly qualified to do
business and in good standing in each jurisdidgtiomhich the nature of the business conducted by tihe property it owns, leases or operates
makes such qualification necessary, except wheréaiture to be so qualified or in good standingurch jurisdiction would not, individually «
in the aggregate, constitute a Material AdversedEfivith respect to the Company. The Company isSmdéfault of the performance,
observance or fulfillment of any provision of itsrtificate of formation as in effect on the datdli Agreement (the Company Certificate of
Formation™). Except as would not have an adverse effecherability of the Company to consummate the trains@s contemplated by this
Agreement, the Company is not in default of théqrerance, observance or fulfilment of any provisimf Company Operating Agreement.
The Company has furnished to Parent prior to the kereof a complete and correct copy of eacheoCibmpany Certificate of Formation and
the Company Operating Agreement.

4.2 Subsidiaries. All equity interests of the Company's subsiéisuiare owned by the Company or another wholly-aswbsidiary of
the Company free and clear of all Liens (other thi@ms arising under applicable securities lawskdpt as provided in Section 4.2 of the
Company Disclosure Schedule, as of the date hezgogpt for the Company's subsidiaries, the Comgaeg not own any capital stock of or
other equity interest in, or any interest convéetinto or exercisable or exchangeable for anytahpiock of or other equity interest in, any
other Person. Each of the outstanding equity isteref each of the Company's subsidiaries is dutlgaaized, validly issued, fully paid and
nonassessable (in each case, to the extent agplicaddl not subject to preemptive or similar rightiser than any rights that may accrue in
favor of the Company or its wholly-owned subsidiariSection 4.2 of the Company Disclosure Scheshikeforth each subsidiary of the
Company as of the date hereof. There are no odlisigu(i) securities of the Company or its subsigigiconvertible into or exchangeable for
shares of capital stock or voting securities of@oenpany's subsidiaries or (ii) options or othght$ to acquire from the Company's
subsidiaries, and no obligation of the Companysiliaries to issue, any capital stock, voting sées or securities convertible into or
exchangeable for capital stock or voting securitiethe Company's subsidiaries.

4.3 Power and Authority. The Company has all requisite limited liabiltgmpany power and authority to enter into andveelihis
Agreement and, subject to receipt of the Comparay&tolder Approval, to perform its obligations unthés Agreement and to consummate
the transactions contemplated hereby. The execatidrdelivery of this Agreement and the consummaticthe transactions contemplated by
this Agreement by the Company has been duly aubdtby all necessary limited liability company anton the part of the Company, subject
to receipt of the Company Shareholder Approvalsgreement has been duly executed and delivergdeb@ompany and, assuming due
authorization, execution and delivery by each efBarent Parties, constitutes the legal, validkanding obligation of the Company
enforceable against the Company in accordanceitsiterms except that the enforcement hereof mdinbeed by (i) bankruptcy, insolvency,
reorganization, moratorium or other similar lawswnor hereafter in effect, relating to creditoights generally and (ii) general principles of
equity (regardless of whether enforceability issidared in a proceeding in equity or at law). Tleen@any Board, acting upon the unanimous
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recommendation of the Transaction Committee, atly lield meeting, unanimously (other than Scotttdluand Craig Farr, who were not
present at the meeting) has (i) determined thatr#tmsactions contemplated by this Agreement, dintythe Merger, are fair to, and in the bes
interests of, the holders of the Company Commone3héii) approved and declared advisable the aiatudelivery and performance of this
Agreement and the consummation of the transactiontemplated herein, including the Merger, andl iiibject to Section 6.6, resolved to
recommend that the holders of the Company CommamneStapprove the Merger (th€bmpany Board Recommendatiyrand directed that
such matter be submitted for consideration of tiddrs of the Company Common Shares at the Comphageholder Meeting. Assuming the
representations and warranties of the Parent Bamieforth in Section 3.15 are true and correetaffirmative vote of holders of a majority of
the outstanding Company Common Shares entitledti thereon on the record date for the CompanyeBbéder Meeting, voting together ¢
single class, with respect to approval of the Mergéhe only vote of the holders of any classeies of capital stock (or other securities) o
Company necessary to approve the Merger and tlee tnsactions contemplated hereby (t@®thpany Shareholder Approval The power
and authority of the Transaction Committee to tileeactions contemplated by this Agreement to bertdy the Transaction Committee have
been duly authorized by all necessary limited ligbcompany action on the part of the Company.

4.4 Capitalization of the Company.

(@) The authorized capital stock of thmmpany consists of 500,000,000 Company Common Slisueh term as used herein
shall have the meaning given to "Common Share#fiiarCompany Operating Agreement) and 50,000,00@Peel Shares (such term
as used herein shall have the meaning given totita Company Operating Agreement).

(b) As of the Measurement Date, (i) 224,859 Company Common Shares (including 669,82€icexi Company Common
Shares) were issued and outstanding and (ii) 14098(Preferred Shares were issued and outstanelifp) Such Preferred Share bei
7.375% Series A LLC Preferred Share issued by trafziny). Since the Measurement Date to the dataofAgreement, there have
been no issuances of capital stock of the Compaogpe upon the exercise of Company Options oresattht of Phantom Shares. The
outstanding Company Common Shares and Preferre@sShave been duly authorized and validly issuedaae fully paid and
nonassessable and free of any preemptive rightsvarelissued in compliance in all material respedtis Applicable Law. Section 4.4
(b) of the Company Disclosure Schedule sets fastbfahe Measurement Date, a complete and coistaiflall outstanding Company
Securities other than Company Common Shares atfidrigre Shares (including Company Options and Pmai@bares), the number of
Company Common Shares issuable thereunder or @sthect thereto and the exercise price (if any)siNsidiary of the Company
owns any Company Common Shares or any Preferreg&hss of the Measurement Date, 1,932,279 sh&i@smpany Common
Shares were reserved for issuance under the 208@ Bhan in connection with the exercise of outtitgn Company Options. Since the
Measurement Date, the Company has not granted, @tedrto grant or otherwise created or assumedbdligation with respect to any
Company Securities, other than as permitted byi@e6t2.

(c) With respect to the Company Optidi)ssach grant of a Company Option was duly autteatino later than the date on which
the grant of such Company Option was by its tewrzet effective (the Grant Date") by all necessary limited liability company actjo
including, as applicable, approval by the Compangrd (or a duly constituted and authorized committereof), or a duly authorized
delegate thereof, and any required shareholdepappby the necessary number of votes or writtarseats, (ii) each such grant was
made in accordance with the terms of the 2007 SPlare the Exchange Act and all other ApplicablevLacluding the rules of the
NYSE, and (iii) the per share exercise price ohe@ompany Option was not less than the fair markkte of a Company Common
Share on the applicable Grant Date. The
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Company has not granted, and there is no and leasriieCompany policy or practice to grant, Compapyions prior to, or otherwise
coordinate the grant of Company Options with, #dease or other public announcement of materiakination regarding the Company
or any of its subsidiaries or their financial reswr prospects.

(d) Except as set forth in Section 4.4(bPection 4.4(b) or 4.4(d) of the Company DisalesSchedule, as of the date of this
Agreement, except with respect to Company Commareshissued upon the exercise of Company Optioissoed upon the
settlement of Phantom Shares, in each case, sudrgdqguhe Measurement Date, there were no (iYandéing shares of capital stock or
other voting securities of the Company, (ii) setiesiof the Company or its subsidiaries convertibte or exchangeable for shares of
capital stock or voting securities of the Compdiil,options, warrants, calls, phantom stock drastrights to acquire from the
Company or its subsidiaries, or obligation of tr@mrany or its subsidiaries to issue, any capitalkstvoting securities or securities
convertible into or exchangeable for capital stockoting securities of the Company (the itemslauses (i), (i) and (iii) are referred
collectively as "Company Securitiey, or (iv) outstanding obligations of the Compaityany subsidiary of the Company to repurchase
redeem or otherwise acquire any Company Secu(eiesept with respect to the withholding of Comp&ogmmon Shares in respect of
the payment of the exercise price or Taxes upomrstkecise of any Company Option, vesting of redcshares of Company Common
Stock or settlement of any Phantom Unit). Excepié&set forth in Section 4.4(d) of the Companycsure Schedule or (y) in
connection with the repurchase or acquisition aindany Common Shares pursuant to the terms of Coyriplans (and the
withholding of Company Common Shares in respethefpayment of the exercise price or Taxes uporxkecise of any Company
Option, vesting of a restricted share of Compangn@on Stock or settlement of any Phantom Unit) hegithe Company nor any of its
subsidiaries is a party to any Contract that (ljgatbes the Company or any of its subsidiarieefurchase, redeem or otherwise acg
any Company Securities, (ii) relates to the votngransfer of, requires registration of, or grasnty preemptive rights, anti-dilutive
rights, rights of first refusal or other similaghits with respect to, any Company Securities grdiherwise relates to, creates,
establishes or defines the terms and conditionargf,Company Securities. There are no directogpeddent contractor, or employee
share incentive plans or arrangements of the Coymaher than the Company Plans, under which amiamy Securities are
outstanding.

4.5 Conflicts; Consents and Approvals.Except as set forth in Section 4.5 of the Camydaisclosure Schedule, neither the execution
and delivery of this Agreement by the Company herdconsummation by the Company of the Merger aadther transactions contemplated
hereby will:

(&) conflict with, or result in a breaghany provision of, the Company Certificate of Fation, the Company Operating
Agreement or the Share Designation of the Companstanding Preferred Shares, subject to thepeotthe Company Shareholder
Approval;

(b) violate, or conflict with, or resit a breach of any provision of, or constitute fad#é (or an event which, with the giving of
notice, the passage of time or otherwise, wouldsttute a default) under, or entitle any party futhe giving of notice, the passage of
time or otherwise) to terminate, accelerate, adhgmnodify or call a default under, or result irettreation of any Lien upon any of the
properties or assets of the Company or any ofibsigiaries under, any of the terms, conditionprorisions of any Contract to which
the Company or any of its subsidiaries is a party;

(c) assuming compliance with the matteferred to in Section 4.5(d), violate any Appliabaw applicable to the Company or
any of its subsidiaries or any of their respecpveperties or assets; or
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(d) require any action or consent or apgal of, or review by, or registration or filing ltige Company or any of its affiliates with,
any third party or any Governmental Authority, atliean (i) receipt of the Company Shareholder Appto(ii) any notifications
required by the HSR Act, (iii) registrations or ettactions required under foreign, federal or stattitrust Laws or securities or blue-
sky laws, (iv) the filing of the Certificate of Mger with the Secretary of State of the State ofldake, and (v) consents or approvals
or notifications to, any Governmental Authority f&th in Section 4.5(d) of the Company Disclos8ahedule;

except in the case of clauses (b), (c) and (d) alfmvany of the foregoing that would not, indivédly or in the aggregate, constitute a Material
Adverse Effect with respect to the Company or aematadverse effect on the ability of the Compsmgonsummate any of the transactions
contemplated by this Agreement.

4.6 No Material Adverse Effect. Since December 31, 2012 through the date sfAbreement, there have been no Events that would
individually or in the aggregate, constitute a MzleAdverse Effect with respect to the Company.

4.7 Company SEC Documents; Controls.

(&) The Company has timely filed or rgeeli the appropriate extension of time within whicliile with the Commission all
forms, reports, schedules, statements and othemukertts required to be filed by it since Januarg01L,0 under the Exchange Act or the
Securities Act (such documents, as supplementedusretided since the time of filing, collectivelye thCompany SEC Documeri)s
The Company SEC Documents, including any finarstaements or schedules included therein, atitie filed (and, in the case of
registration statements and proxy statements, @addkes of effectiveness and the dates of mailespectively) (i) did not contain any
untrue statement of a material fact or omit toestatnaterial fact required to be stated thereimegessary in order to make the
statements therein, in light of the circumstanaagen which they were made, not misleading ana:@ipplied as to form in all material
respects with the applicable requirements of thehBrge Act and the Securities Act, as the caselrmayhe financial statements of the
Company included in the Company SEC Documents wexgared in accordance with GAAP during the periadslved (except as
may be indicated in the notes thereto or, in tlee @d unaudited statements, as permitted by For@ ©0the Commission), and fairly
present in all material respects (subject in tree i unaudited statements to normal, recurringt agglustments) the consolidated
financial position of the Company and its consdkdiasubsidiaries as at the dates thereof and tieotidated results of their operations
and cash flows for the periods then ended. No didrgi of the Company is subject to the periodicorépg requirements of the
Exchange Act other than as part of the Companyisamated group.

(b) The Company maintains a system arimdl control over financial reporting (within threeaning of Rules 13a-15(f) and 15d-
15(f) promulgated under the Exchange Act) desigogatovide reasonable assurances regarding ttabilely of financial reporting and
the preparation of financial statements for extiepoaposes in accordance with GAAP. The Compangné)ntains disclosure controls
and procedures (within the meaning of Rules 13a&)1&Gd 15d-15(e) promulgated under the Exchangedésigned to ensure that
information required to be disclosed by the Compiartye reports that it files and submits underBEiehange Act is recorded,
processed, summarized and reported within the pien®ds specified in the Commission's rules anth§iincluding that information
required to be disclosed by the Company in therntspbat it files and submits under the Exchangeis\accumulated and
communicated to management of the Company as apg®po allow timely decisions regarding requidisclosure, and (ii) has
disclosed, based upon the most recent evaluatidghebZhief Executive Officer and Chief Financiafi@dr of the Company of the
Company's internal control over
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financial reporting, to its auditors and the awditnmittee of the Company Board (A) all significaeficiencies and material weaknes
in the design or operation of the Company's intezoatrol over financial reporting which are reaably likely to adversely affect its
ability to record, process, summarize and repadrfcial data and (B) any fraud, whether or not nedtehat involves management or
other employees who have a significant role inGobenpany's internal control over financial reporting

4.8 Compliance with Law. The Company and its subsidiaries are in compéawith, and at all times since January 1, 20 leeen
in compliance with, all Applicable Law relating tioe Company, its subsidiaries or their respectiv@riess or properties, except where the
failure to be in compliance with such ApplicablenLavould not, individually or in the aggregate, ctittde a Material Adverse Effect with
respect to the Company. No investigation or revigvany Governmental Authority with respect to thentpany or its subsidiaries is pending
or, to the knowledge of the Company, threatenedhae any Governmental Authority indicated in wgtian intention to conduct the same, in
each case other than those the outcome of whicldvwnmt, individually or in the aggregate, consttat Material Adverse Effect with respect to
the Company.

4.9 Taxes. Except for such matters that would not, indixtly or in the aggregate, constitute a Materialé&de Effect with respect
the Company:

(&) The Company and its subsidiariebdije timely filed all Tax Returns required to h#en filed by or with respect to the
Company or any of its subsidiaries, and all suck Raturns are true, correct and complete; (ii) haithin the time and manner
prescribed by Applicable Law paid all Taxes reqdiite be paid by them; (iii) have adequate accraatsreserves on the financial
statements included in the Company SEC Documenti§thg date of this Agreement for Taxes in accocgawith GAAP; (iv) have not
requested or filed any document having the efféchasing any extension of time within which tefdny Tax Returns in respect of ¢
fiscal year which have not since been filed; anjch@we not received written notice of any deficieador any Tax from any taxing
authority, against the Company or any of its subsigls. Neither the Company nor any of its subsiégais the subject of any currently
ongoing Tax audit, Action or other proceeding witkpect to Taxes nor has any Tax audit, Actiontleeroproceeding with respect to
Taxes been proposed against any of them in writlgither the Company nor any of its subsidiaries feguested to waive or has
waived any statute of limitations in respect of @aor agreed to any extension of time with resgpeatTax assessment or deficiency.
There are no Liens with respect to Taxes upon &tlyeoproperties or assets, real or personal, bdegir intangible of the Company or
any of its subsidiaries (other than Liens for Tanesyet due). No claim has ever been made inngritiy a taxing authority of a
jurisdiction where the Company or one of its suilasids has not filed Tax Returns claiming that@mmpany or such subsidiary is or
may be subject to taxation by that jurisdiction.

(b) The Company and its subsidiaries haitieheld and paid all Taxes required to have beiginheld and paid in connection with
amounts paid or owing to any employee, independemiractor, creditor, equityholder or other thirtty.

(c) Neither the Company nor any of itbsidiaries was a "distributing corporation” or "tmfied corporation” in a transaction
intended to qualify under Section 355 of the Codthiwthe past two years or otherwise as part piba that includes the Merger.
Neither the Company nor any of its subsidiariespamties to any contractual obligation relating'ax sharing, Tax indemnity or Tax
allocation. Neither the Company nor any of its sdibsies has any liability for the Taxes of any s under Treasury Regulations
section 1.1502-6 (or any similar provision of stédeal or foreign law), as a transferee or suamedsy Contract or otherwise.

(d) Neither the Company nor any of itbsdiaries has participated in any "listed transattwithin the meaning of Treasury
Regulation Section 1.6011-4.
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(e) The Company has at all time sincéniteption been treated as a partnership, andsnan association or a "publicly traded
partnership” (within the meaning of Section 7704bjhe Code) taxable as a corporation, for Uniéates federal income tax purpos
KKR Financial Holdings II, LLC has at all times eweated as a real estate investment trust (wWillérmeaning of Section 856 of the
Code) for United States federal income tax purposes

() The Company has in effect a validlotion under Section 754 of the Code (and any @dpiiv election for applicable state and
local income Tax purposes), which will remain ifeef for the taxable year including the Closing ®at

(g) For purposes of this Agreement:

(i) "Tax Returng means returns, reports and forms (including saleedand attachments thereto) filed or requireokto
filed with respect to Taxes with any Governmentattfority responsible for the imposition or collectiof Taxes.

(i) "Taxes' means all taxes, fees or similar governmentatgd® (whether U.S. or non-U.S. federal, state,lJoca
provincial, territorial or municipal), including @me, gross receipts, profits, sales, use, ocaupatalue added, ad valorem,
transfer, franchise, withholding, payroll, employmecapital, goods and services, gross incomenbsasj environmental,
severance, service, service use, unemploymenglssgurity, stamp, custom, escheat, excise, borggersonal property taxes,
together with any interest, penalties, additiontatoor additional amounts imposed or assessedresfhmect thereto imposed by
any taxing authority with respect thereto.

4.10 Title to Properties. Other than in respect of investments of the @amy and its subsidiaries that are included inGbmpany's
"Natural Resources" and "Other" business segmentsported in its financial statements that arkuthed in the Company SEC Documents,
(a) no real property is leased by the Companysastbsidiaries and (b) no real property is ownethbyCompany or its subsidiaries.

4.11 Registration Statement; Proxy Statemenione of the information supplied or to be siggbby the Company for inclusion or
incorporation by reference in the Registration &tant, including the Prospectus and the Proxy &g at the time the Registration
Statement becomes effective or, in the case dPtbry Statement, at the date of mailing and atitite of the Company Shareholder Meeting,
will contain any untrue statement of a materiat facomit to state a material fact required to tagesl therein or necessary in order to make th
statements therein, in light of the circumstanaagen which they were made, not misleading. The yP&tatement, except for such portions
thereof that relate only to Parent and its subs&lawill comply as to form in all material respevith the provisions of the Securities Act and
the Exchange Act.

4.12 Litigation. There is no Action pending or, to the knowledfeghe Company, threatened against the Compaapyof its
subsidiaries or their respective officers or dioegthat would, individually or in the aggregatenstitute a Material Adverse Effect with resg
to the Company. Neither the Company nor any dasutssidiaries nor any assets, rights or properfissich Persons is subject to any outstar
order, writ, injunction or decree that would, inidivally or in the aggregate, constitute a Mateidlerse Effect with respect to the Company.

4.13 Brokerage and Finder's Fees.Except for the Company's obligations to thenSetion Committee Financial Advisor, neither the
Company, any of its subsidiaries nor any of thespective equityholders, directors, officers or Eypes has incurred or will incur on behal
the Company or its subsidiaries any brokeragegfisdfinancial advisor's or similar fee or comrugasn connection with the transactions
contemplated by this Agreement. The Company hasdiued to Parent a complete and correct copy oétigagement letter of the Transaction
Committee Financial Advisor.
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4.14 Benefit Plans. Except for the 2007 Share Plan and Deferredg@msation Plan, none of the Company or its sub#dia
maintain, sponsor, or contribute to, or have attamg prior to the date of this Agreement maintdirgponsored or contributed to, any benefit
plans, programs, policies, agreements or othengeraents, including any employee welfare plan withe meaning of Section 3(1) of ERIS
any employee pension benefit plan within the megaoinSection 3(2) of ERISA (in each case whethearairsuch plan is subject to ERISA),
any employment, individual consulting or other c@mgation agreements and any bonus, incentive yeguéquity-based compensation,
deferred compensation, vacation, stock purchasek siption, severance, employment, change of chrsaary continuation, health or life
insurance or fringe benefit plan, program or agmeeniany of the foregoing, aCompany Plart).

4.15 Contracts. Each Material Company Contract is (assumingalitborization, execution and delivery by each ogzaty thereto)
valid and binding obligation of the Company orstgbsidiaries, as applicable, and, to the knowleddlkee Company, the valid and binding
obligation of each other party thereto, except whhe failure to be valid and binding would notiindually or in the aggregate, constitute a
Material Adverse Effect with respect to the Compagither the Company nor its subsidiaries noth&oknowledge of the Company, any
other party thereto is in violation of or in defein respect of, nor has there occurred an eveobodition which with the passage of time or
giving of notice (or both) would constitute a ddfarnder or permit the termination of, any Mate@mpany Contract except for such
violations or defaults under or terminations whietuld not, individually or in the aggregate, congt a Material Adverse Effect with respect
to the Company. For purposes of this Agreemehtaterial Company Contractmeans any Contract to which the Company or antsof
subsidiaries is a party and that falls within ahyhe following categories: (a) any Contract thefimaterial contract (as defined in Item 601(b)
(10) of Regulation S-K of the Commission but withgiving effect to the provisions of clause (i) thef relating to the exclusion of Contracts
entered into more than two years before the fitihg registration statement) in effect on the degeeof, (b) any Contract with respect to any
joint venture or partnership that is material te @ompany and its subsidiaries, taken as a whote(@ indentures, mortgages, promiss
notes, loan agreements or guarantees of borrowegyrmmade by the Company or its subsidiaries in®xoé $5,000,000, letters of credit
issued on behalf of the Company or its subsidiarfesommitments for the borrowing or the lendingaafounts by the Company or its
subsidiaries in excess of $5,000,000, Contractgigirg for the creation of any Lien upon any of #esets of the Company or its subsidiaries
with an aggregate value in excess of $5,000,000 Contracts governing any trust preferred secsriisued by the Company or any of its
subsidiaries. Section 4.15 of the Company Discl&ehedule lists, as of the date hereof, all Cotstrgpecified in clause (c) of the definitior
"Material Company Contract" and Parent has beewiged complete and correct copies of such Contracts

4.16 Undisclosed Liabilities. Except (a) as and to the extent disclosedsarved against on the unaudited consolidated balsimeet
of the Company as of September 30, 2013 includélderfCompany SEC Documents, (b) as incurred dfeedate thereof in the ordinary cou
of business consistent with past practice, or $Qed forth in Section 4.16 to the Company Disdlesichedule, the Company, together with its
subsidiaries, does not have any liabilities orgdiions of any nature, whether known or unknowspalie, accrued, contingent or otherwise
and whether due or to become due in each casaeddwy GAAP to be reflected or reserved againthénconsolidated balance sheet of the
Company and its subsidiaries (or disclosed in tteqito such balance sheet), that would, indivighaalin the aggregate, constitute a Material
Adverse Effect with respect to the Company.

4.17 Operation of the Company's BusinessSince September 30, 2013 through the dateofigreement, neither the Company nor
any of its subsidiaries has engaged in any traiosattiat, if done after execution of this Agreemeawuld violate Section 6.2(c), (d), (f), (g),
(h) or (j) in any material respect.
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4.18 Opinion of Financial Advisors. The Transaction Committee has received theiapiof Sandler O'Neill & Partners, L.P. (the "
Transaction Committee Financial Advisdrto the effect that, as of the date of the opirémd based upon and subject to the matters and
limitations set forth therein, the Merger Considierato be received is fair to the holders of Comp&ommon Shares from a financial point of
view and, as of the date hereof, such opinion lea®een withdrawn, revoked or modified. A signeg@yof such opinion will be made
available to Parent as soon as practicable aféetldle of this Agreement.

4.19 Takeover Statutes. Assuming the representations and warranti¢gseoParent Parties set forth in Section 3.15 ae=dnd correc
prior to the date of this Agreement, the Compangrfdias taken all action necessary to exempt wrdaake not subject to the restrictions of
any state takeover law or state law that purportatit or restrict business combinations or thédigtto acquire or vote shares: (a) the
execution of this Agreement; (b) the Merger; andlte other transactions contemplated by Agreement.

4.20 Insurance. Except as would not, individually or in the aggate, constitute a Material Adverse Effect wihpect to the
Company: (a) all directors' and officers' liabilibsurance policies of the Company and its subsetiare in full force and effect and provide
insurance in such amounts and against such risisscastomary for the industries in which the Compand its subsidiaries operate and
(b) neither the Company nor any of its subsidiaisea breach or default, and neither the Compasryamy of its subsidiaries has taken any
action or failed to take any action which, withinetor the lapse of time, would constitute suchiesabh or default, or permit termination or
modification, of any of such insurance policiesni¥@f the Company nor any of its subsidiaries kaeived any written notice of cancellation
of any such insurance policies as to which the Gowipr such subsidiary has not obtained replaceimsuatance of similar scope and amount
Set forth in Section 4.20 of the Company Disclosseciedule is the amount of the annual premium ntiyreaid by the Company and its
subsidiaries for its directors' and officers' lidpiinsurance as of the date of this Agreement.

4.21 Investment Company Act.Neither the Company nor any of its subsidiailsagquired to register as an "investment compasy"
that term is defined in, and is not otherwise scibije regulation under, the Investment Companyd&d940, as amended.

ARTICLE V

MUTUAL COVENANTS OF THE PARTIES
5.1 Preparation of Proxy Statement; Shareholder fibge

(@) As promptly as practicable followitige date of this Agreement, Parent and the Comphaly cooperate in preparing and s
prepare (i) the Proxy Statement to be sent to theeins of the Company Shares relating to the Com@dwareholder Meeting and
(i) the Registration Statement, and Parent shlallfith the Commission the Registration Statememiyhich the Proxy Statement shall
be included as a prospectus, in connection withegbéstration under the Securities Act of the Pe@mmon Units to be delivered
pursuant to this Agreement. Parent and the Comphaly use their reasonable best efforts to hav®tbry Statement cleared by the
Commission and the Registration Statement deckiffedtive by the Commission as promptly as prattoa to keep the Registration
Statement effective through the Effective Time.

(b) Each of Parent and the Company giralhptly furnish all information concerning it ds iequityholders to the other, and
provide such other assistance, as may be reasoreghlgsted in connection with the preparatiomdiland distribution of the
Registration Statement and the Proxy StatementPTtey Statement and the Registration Statemetitisblude all information
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reasonably requested by such other party to baded therein. Each of Parent and the Company stsafiromptly as practicable after
the receipt thereof, provide the other party wibpies of any written comments and advise the gihey of any oral comments with
respect to the Proxy Statement and the Registr&atement received from the Commission, including request from the
Commission for amendments or supplements to thésRation Statement or Proxy Statement, and shallige the other with copies
all correspondence between it and its Represeataton the one hand, and the Commission, on tlee bnd. Notwithstanding the
foregoing, prior to filing the Registration Statemher mailing the Proxy Statement or respondingrtg comments of the Commission
with respect thereto, each of Parent and the Coynfashall provide the other with a reasonableapymity to review and comment on
such document or response (including the propdsativersion of such document or response) andglf@l give due consideration to
including in such document or response any comnreatsonably proposed by the other. Each of Parehttee Company shall advise
the other, promptly after receipt of notice therexdfthe time of effectiveness of the RegistratRiatement, the issuance of any stop
order relating thereto or the suspension of thdifipaion of Parent Common Units for offering aals in any jurisdiction, and each of
Parent and the Company shall use its reasonaliefets to have any such stop order or suspersted, reversed or otherwise
terminated.

(c) If, at any time prior to the Effeaivime, either party obtains knowledge of any infation pertaining to it or previously
provided by it for inclusion in the Registratiora&ment or the Proxy Statement that would requiyesanendment or supplement to the
Registration Statement or the Proxy Statementaoattly of such documents would not include anyugngtatement of a material fac
omit to state any material fact necessary in otl@nake the statements therein, in the light ofdih@umstances under which they were
made, not misleading, such party shall promptlyiselthe other party and Parent and the Companycd@lerate in the prompt filing
with the Commission of any necessary amendmenipplement to the Proxy Statement and the Registr&tatement and, as required
by Applicable Law, in disseminating the informatioontained in such amendment or supplement todliers of Company Shares.

(d) The Company shall, as soon as pratatécfollowing the date the Registration Statemedeclared effective by the
Commission, (i) duly call, give notice of, conveared hold a special meeting of the holders of Comfizmmmon Shares (the "
Company Shareholder Meetifigfor purposes of obtaining the Company Sharehofggroval and (ii) in furtherance thereof, use its
reasonable best efforts to cause the Proxy Statexmée distributed to the holders of Company Comi8bares. Without the prior
written consent of Parent, no proposals other tharCompany Shareholder Approval and routine praigagquired in connection with
such approval shall be included in the Proxy Stataror transacted at the Company Shareholder Mgdtinless the Company Board
or the Transaction Committee shall have made a @ospnghange of Recommendation as permitted by $e6t&(e) or Section 6.6(f),
the Company shall use its reasonable best efimsslicit the Company Shareholder Approval andishelude the Company Board
Recommendation in the Proxy Statement. The Compgraes that, unless this Agreement has been teadiimaaccordance with
Section 8.1, its obligations pursuant to this Sech.1 to convene and hold the Company Sharehddeting shall not be affected by
the commencement, public proposal, public disciesurcommunication to the Company of any Companguésition Proposal or by
the effecting of a Company Change of Recommenddtyaine Company Board.

5.2 Access to Information; Confidentiality. Subject to Applicable Law, each of the Compang Parent shall, and shall cause each o
its respective subsidiaries to, permit the othetimRepresentatives during the period prior toEffective Time to have reasonable access fo
reasonable purposes related to the consummatitre dflerger and the other transactions contemplagdtis
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Agreement, during normal business times and upasoreble advance written notice, to the other |saatyd its subsidiaries' premises,
properties, books, records, Contracts and documgrmtgidedthat the foregoing shall not require any partyixgyovide access to information
or documents that, in the reasonable judgmentaf party, would (x) constitute a waiver of the atty-client privilege held by such party or
(y) violate any Applicable Law or any agreemenivtaich such party is a party. Information exchangedsuant to this Section 5.2 shall be
subject to the confidentiality agreement, datedfdsovember 18, 2013, by and between Parent anGdnepany (the Confidentiality
Agreemen"). No investigation conducted, or information pided, pursuant to this Section 5.2 shall affedt@deemed to modify any
representation or warranty made in this Agreement.

5.3 Filings; Reasonable Best Efforts; Natification

(&) Upon the terms and subject to thelitmms of this Agreement, and except where a éffie standard of effort is provided for
in this Agreement, each of the parties shall usesiasonable best efforts (subject to, and in decme with, Applicable Law) to take, or
cause to be taken, all actions, and to do, or ctuse done, and to assist and cooperate withttiex parties in doing, all things
necessary, proper or advisable to consummate ake effective, in the most expeditious manner pcatiie and in any event prior to
the End Date, the Merger and the other transactionseemplated by this Agreement, including (i) tiitaining of all necessary actions
or nonactions, waivers, consents, licenses, peraithorizations, orders and approvals from Govemtal Authorities and the making
of all other necessary registrations and filing$tfie obtaining of all consents, approvals orweas from third parties related to or
required in connection with the Merger that areassary or desirable in connection with the Merger the other transactions
contemplated by this Agreement and material tdotheness of the Company or Parent, as the casdeydyi) the preparation of the
Proxy Statement and the Registration Statemeritiding the Prospectus, (iv) the execution and @eivwf any additional instruments
necessary to consummate any of the transactiorisroptated by, and to fully carry out the purposeshis Agreement, and (v) the
providing of all such information concerning sudrty, its subsidiaries, its affiliates and its ddizgies' and affiliates' officers, directc
employees and partners as may reasonably be reduestonnection with any of the matters set fartthis Section 5.3.

(b) Each of the Company and Parent §Adlinake or cause to be made, as promptly as peddé after the date of this
Agreement, any filings required of such party oy ahits subsidiaries or affiliates under the HSBt vith respect to the transactions
contemplated by this Agreement, including any "seleoy acquisition” filings or any filings that mag required if the transactions
contemplated by this Agreement will result in ardpin the "ultimate parent entity" (as defined emithe HSR Act) of Fund Holdings
or Management Holdings (together with Fund Holdjrige "Group Partnership$), (B) make or cause to be made such other filamgs
are required under other Antitrust Laws with respedthe transactions contemplated by this Agredrasisoon as reasonably
practicable after the date of this Agreement, (@ssantially comply at the earliest practicablesdaith any request for additional
information, documents or other materials receivgduch party or any of its subsidiaries from tleeléral Trade Commission, the
Antitrust Division of the Department of Justiceasry other Governmental Authority under the HSR éwcany other Antitrust Laws, a
(D) cooperate in good faith with the other partybtaining all approvals required under applicakitrust Laws and in connection
with any such filing (including, with respect tcetparty making a filing, providing copies of allicbudocuments to the non-filing party
and its advisors prior to filing and, if requesterlaccept all reasonable additions, deletionhanges suggested in connection
therewith) and in connection with resolving anyeastigation or other inquiry of any such agencytbhieo Governmental Authority unc
any Antitrust Laws with respect to any such filimgany such transaction. Each party shall use@sanable best efforts to furnish to
each other all

A-22




information required for any application or othéinfy to be made pursuant to any Applicable Lavedmnection with the Merger and "
other transactions contemplated by this Agreenteath party shall give the other party to this Agneat reasonable prior notice of &
communication with, and any proposed understandindertaking or agreement with, any Governmentahéuity regarding any such
filings or any such transaction. Neither party klmalependently participate in any formal meetiogengage in any substantive
conversation, with any Governmental Authority ispect of any such filings, investigation or otheguiry without giving the other
party reasonable prior notice of the meeting owveosation and, to the extent permitted by such @owuental Authority, the
opportunity to attend any such meeting or partigipa any such conversation. The parties will cttresod cooperate with one another,
in connection with any analyses, appearances, misas, memoranda, briefs, arguments, opiniodspaoposals made or submitted
by or on behalf of any party in connection with ggedings under or relating to the HSR Act or othrtitrust Laws. Neither party will
directly or indirectly extend any waiting periodder the HSR Act or enter into any agreement wiBoaernmental Authority related to
this Agreement or the transactions contemplatethisyAgreement except with the prior written cortsafrthe other party (such consent
not to be unreasonably withheld, conditioned oagetl). Each party shall promptly furnish the otbety with copies of all
correspondence, filings and written communicatioetsveen them and their affiliates and their respectpresentatives on one hand,
and any such Governmental Authority or its respecstaff on the other hand, with respect to thiseggient and the transactions
contemplated by this Agreement, except that anerizds concerning one party's valuation of the offaety or the transactions
contemplated by this Agreement, or any party'siafinancial information, may be redacted. Pastvall be responsible for all filing
fees under the HSR Act or other Antitrust Laws.

(c) Subject to Section 5.3(d), each akRtaand the Company shall use its reasonableeffests to resolve such objections, if &
as may be asserted by any Governmental Authority iespect to the transactions contemplated byAhisement under the HSR Act,
the Sherman Act, as amended, the Clayton Act, @hded, the Federal Trade Commission Act, as amendéddany other federal, st:
or foreign statutes, rules, regulations, ordersreks, administrative or judicial doctrines or otlagvs that are designed to prohibit,
restrict or regulate actions having the purposeffact of monopolization or restraint of trade (eotively, " Antitrust Laws'). In
connection therewith and subject to Section 5.3{@hy Action is instituted (or threatened to betituted) challenging any transaction
contemplated by this Agreement as violative of Angitrust Law, each of the Company and Parent slwdperate to contest and resist
any such Action (through negotiation, litigationatherwise), including any legislative, administrator judicial action, and to have
vacated, lifted, reversed or overturned any degueigment, injunction or other order whether tenapgy preliminary or permanent
(each an 'Order"), that is in effect and that prohibits, prevemtslays or restricts consummation of the Mergearyr other transactions
contemplated by this Agreement, including by purguall available avenues of administrative anddiadiappeal and all available
legislative action. Each of the Company and Pagkall use its reasonable best efforts to take aotthn as may be required to cause
expiration or termination of the waiting periodsdenthe HSR Act or other Antitrust Laws with regpecsuch transactions as promptly
as possible after the execution of this Agreement.

(d) Notwithstanding anything to the camgrcontained in this Agreement, none of Parest@bmpany, or any of their respective
subsidiaries shall be obligated to agree, and nbRarent, the Company, or any of their respediussidiaries shall agree without the
other party's prior written consent, to take anyoacor accept any condition, restriction, obligatior requirement with respect to Par
the Company, or any of their respective subsidsamieaffiliates or their and their respective sdlagies' or affiliates' assets if such
action, condition, restriction, obligation or resgments (i) would reasonably be expected to redRarent, the Company or their
respective subsidiaries or affiliates to sell, ise, transfer, assign, lease, dispose
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of or hold separate any material business or aeséiiy would reasonably be expected to resuliiy material limitations on Parent or
the Company or their respective subsidiaries dlia#s to own, retain, conduct or operate all onaerial portion of their respective
businesses or assets.

5.4 Tax Treatment. The parties agree that, for U.S. federal inctameourposes, the Merger shall be treated asabkaexchange of
Company Common Shares (other than the Company Constares described in Section 2.1(a)(ii)) for thergr Consideration.

5.5 Public Announcements. The initial press release concerning the Meaget the other transactions contemplated by thieément
shall be a joint press release. Except (a) asmedjby Applicable Law or the requirements of theEY(and in that event only if time does not
permit) or (b) with respect to any Company Changeecommendation or any action taken by the CompidngyCompany Board or the
Transaction Committee pursuant to and in accordaitteSection 6.6, at all times prior to the earbéthe Closing or termination of this
Agreement pursuant to Section 8.1, Parent and ¢timep@ny shall consult with each other before issaimg press release or other public
statement or comment with respect to the Mergangrof the other transactions contemplated byAlgigement and shall not issue any such
press release or make such other public stateme&oinament prior to such consultation.

5.6 Section 16 Matters. Prior to the Closing, each of Parent and them@amy shall use all reasonable efforts to approaglivance in
accordance with the procedures set forth in Ruke3 fromulgated under the Exchange Act and the @&kadArps, Slate, Meagher &
Flom LLP SEC No-Action Letter (January 12, 1999y adispositions of Company Common Shares (includiagvative securities with respect
to Company Common Shares) or acquisitions of P&emnimon Units (including derivative securities wilspect to Parent Common Units)
resulting from the transactions contemplated by ftgreement by each officer or director of Pararthe Company who is subject to
Section 16 of the Exchange Act (or who will becosnbject to Section 16 of the Exchange Act as dtrefthe transactions contemplated
hereby) with respect to securities of Parent oiGbmpany.

5.7 Transaction Litigation. The Company shall give Parent the opportumitparticipate in the defense or settlement of any
shareholder litigation against the Company oritsaors relating to the Merger and the other tagtions contemplated by this Agreement,
no such settlement shall be agreed to without tloe pritten consent of Parent (which consent shatlbe unreasonably withheld, conditioned
or delayed). For purposes of this paragraph, "@pete" means that the non-litigating party willkept apprised of proposed strategy and othe
significant decisions with respect to the litigatioy the litigating party (to the extent the at®yrclient privilege between the litigating party
and its counsel is not undermined), and the nagating party may offer comments or suggestion$i wgspect to the litigation but will not be
afforded any decision making power or other autii@ver the litigation except for the settlemenhsent set forth above. Notwithstanding
anything to the contrary in this Section 5.7, nasent of any Company director shall be requiredtfersettlement of any Action so long as
such settlement (i) does not include any admissfamrongdoing by such Company director and (ii) sloet require any payment by such
Company director for which Parent (or any of itSliates) has not agreed to provide complete paymen

5.8 Notification of Certain Matters

(@) Parent shall give prompt notice ® @ompany of (i) the occurrence or non-occurrerfi@ng event the occurrence or non-
occurrence of which would cause a breach of a sgmtation or warranty contained in Article Ill)) @ny failure of a Parent Party to
comply with or satisfy any covenant, condition greement to be complied with or satisfied by it @enthis Agreement, and (iii) any
Events that, individually or in the aggregate, vbpievent the Merger from being completed on arrpo the End Date; in the case of
clauses (i) and (ii) above solely if such breacfadure would result in the failure to satisfy ooemore of the conditions set forth in
Section 7.2(a) or (bprovided, howeverthat a failure to comply with this Section 5.8¢a)l not
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constitute the failure of any condition set fonthSection 7.2(a) or (b) to be satisfied unlesauigerlying inaccuracy or breach would
independently result in the failure of a conditgmat forth in Section 7.2(a) or (b) to be satisfigaivided, further, that the delivery of
any notice pursuant to this Section 5.8(a) shdllimot or otherwise affect the remedies availabteler this Agreement to the Compa

(b) The Company shall give prompt notwéarent of (i) the occurrence or non-occurrericnyg event the occurrence or non-
occurrence of which would cause a breach of a sepitation or warranty contained in Article IV, @y failure of the Company to
comply with or satisfy any covenant, condition greeement to be complied with or satisfied by it emthis Agreement, and (iii) any
Events that, individually or in the aggregate, vbpievent the Merger from being completed on arrpo the End Date; in the case of
clauses (i) and (ii) above solely if such breacfadure would result in the failure to satisfy ooemore of the conditions set forth in
Section 7.3(a) or (bprovided, howeverthat a failure to comply with this Section 5.8¢)l not constitute the failure of any condition
set forth in Section 7.3(a) or (b) to be satisfigtkess the underlying inaccuracy or breach wouligfrendently result in the failure of a
condition set forth in Section 7.3(a) or (b) todatisfied;provided, further, that the delivery of any notice pursuant to Béxtion 5.8(b
shall not limit or otherwise affect the remediegitable under this Agreement to Parent.

ARTICLE VI
ADDITIONAL COVENANTS OF THE PARTIES

6.1 Conduct of Parent's Operations.During the period from the date of this Agreemte the Effective Time, Parent shall not, and
shall not permit or cause any of its subsidiarie®kcept (i) as expressly required or permittedhiisy Agreement, (ii) as required by Applicable
Law, or (iii) as set forth in Section 6.1 to the&# Disclosure Schedule, without the prior writtemsent of the Company acting upon the
direction, or with the consent, of the Transacttmmmittee (which consent shall not be unreasonatthheld, conditioned or delayed):

(&) amend or otherwise change the orgéioizal documents of any Parent Party, exceptrigraanendments or changes that
would not (i) materially delay, materially impedeprevent the consummation of the Merger and @ijessely affect the holders of
Company Common Shares in any material respectreliffly than the holders of Parent Common Units;

(b) declare, set aside, make or pay aimaerdinary or special dividend or distributiomy@able in cash, equity securities, property
or otherwise, with respect to any of the Parent @om Units (other than, for the avoidance of doahy regular quarterly distributions
made by Parent in accordance with its distribugioficy);

(c) (i) acquire or merge with any busmeRerson or division thereof, if entering intoediitive agreement relating to such
acquisition or merger would be reasonably likelydio(ii) incur any indebtedness for borrowed mooeyssue any debt securities if
such incurrence or issuance would be reasonatdlylib, in either case, (x) materially delay thieefiveness of the Registration
Statement or (y) materially delay, materially impex prevent, the consummation of the Merger;

(d) issue, deliver, sell, grant or digpo$ any Parent Common Units or shares of any dfsapital stock of Parent, any other
voting securities or other ownership interestsarfeit, or any options, warrants, convertible séiesror other rights of any kind to
acquire any such Parent Common Units, or any "gimhstock, "phantom” stock rights, stock appreoiatiights, stock-based units or
other similar interests of Parent (except, in ezase, (i) in the ordinary course (including thei@sce of equity-based awards, any
regular quarterly issuances of Parent Common
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Units made by Parent in accordance with its quigresecchange process and sales pursuant to the 2% Rrospectus), (ii) for the
issuance of Parent Common Units issuable pursoahetsettlement of awards with respect to dirsctemployees and service
providers of Parent or its affiliates outstandimgtioe date hereof or as may otherwise be grantdtkinrdinary course, in all cases in
accordance with customary terms) or (iii) in corti@twith acquisitions, business combinations, fjeentures or strategic alliances or
similar transactions);

(e) adjust, reclassify, combine, splisabdivide any Parent Common Units, or any capttak, voting securities or other
ownership interests of Parent or any securitievexible into or exchangeable or exercisable faeRaCommon Units or capital stock,
voting securities or other ownership interestsarfet; or

(f) agree in writing or otherwise comnuttake any of the foregoing actions.

6.2 Conduct of the Company's OperationsExcept (i) as expressly required or permittgedhis Agreement, (ii) as required by
Applicable Law, (iii) as expressly permitted undleis Section 6.2 or as set forth in Section 6.thefCompany Disclosure Schedule, (iv) for
actions taken by KKR Financial Advisors acting janst to the terms of the Management Agreement)owith the prior written consent of
Parent (which consent shall not be unreasonablyheit, delayed or conditioned), during the perimahrf the date of this Agreement to the
Effective Time, the businesses of the Company ensuibsidiaries shall in all material respectsdiedacted only, and the Company and its
subsidiaries shall not take any action exceptlimaterial respects, in the ordinary course of les$ and in a manner consistent in all materia
respects with past practice, and the Company &nad shall cause each of its subsidiaries to) aseercially reasonable efforts to preserve
substantially intact their business organizatiod araintain and preserve intact their current bissimelationships. Notwithstanding the
foregoing, during the period from the date of hggeement to the Effective Time, the Company shal| and shall not permit or cause any of
its subsidiaries to, except (i) as expressly reglior permitted by this Agreement, (ii) as requiogdApplicable Law, (iii) as set forth in
Section 6.2 of the Company Disclosure Schedul@ydfor actions taken by KKR Financial Advisorstiag pursuant to the terms of the
Management Agreement, without the prior writtensat of Parent (which consent shall not be unredspmwithheld, conditioned or
delayed):

(@) amend or otherwise change the Com@amiificate of Formation or the Company Opera#ugeement;

(b) issue, deliver, sell, grant, pleddispose of or grant a Lien on, or permit a Lieex@t on, any shares of any class of capital
stock of the Company or any of its subsidiariey, @iher voting securities or other ownership inté&seor any options, warrants,
convertible securities or other rights of any kindacquire any shares of such capital stock, vateayrities or equity interests, or any
"phantom" stock, "phantom" stock rights, stock agjation rights, stock-based units or other siniilggrests of the Company or any of
its subsidiaries (except for the issuance of Comg2emmon Shares issuable pursuant to the exertiS8erapany Options outstanding
on the date hereof in accordance with their termthe date hereof or the crediting of additionafbm Shares (and issuance of
Company Common Shares in settlement thereof) uheéebeferred Compensation Plan in accordance Wwihdrms thereof as a result
of deferral elections previously made (and not otiige timely revoked) in respect of 2013 and 204spensation in the ordinary
course of business, and the dividend reinvestneattife under the Deferred Compensation Plan);

(c) (i) sell, lease, license, pledge ispdse of or (ii) grant a Lien on, or permit a Lierexist on, any properties, investments or
other assets or any interests therein of the Coynpaany of its subsidiaries that have an aggregalige in excess of $5,000,000;
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(d) declare, set aside, make or pay avigehd, payable in cash, equity securities, priyper otherwise, with respect to any of its
capital stock, except for (i) dividends by any e Company's direct or indirect wholly-owned sulzsids to the Company or any of its
other wholly-owned subsidiaries and (ii), subjectte first sentence of Section 2.3(c), any regglerterly distribution made by the
Company in accordance with its distribution poligyan amount up to $0.22 per Company Common Stear@nfy such quarterly
distribution;

(e) adjust, reclassify, combine, splihdivide or redeem, or purchase or otherwise aeqdirectly or indirectly, any of its capital
stock, voting securities or other ownership intey@s any securities convertible into or exchantgeabexercisable for capital stock,
voting securities or other ownership interests ¢gpxdor the withholding of Company Common Sharesespect of the payment of the
exercise price or Taxes upon the exercise of ampgamy Option, the vesting of restricted sharesah@any Common Stock or the
settlement of any Phantom Unit);

() (i) acquire, including by merger,nsmlidation or acquisition of stock or assets or atfier business combination or by any
other manner, any corporation, partnership, otlisirtess organization or any business, divisiorgaitg interest thereof; or (ii) incur
any indebtedness for borrowed money or issue abiys#eurities or assume, guarantee or endorsgherse become responsible for,
the obligations of any Person, or make any loarexlwances or capital contribution to, or investmenany Person, except to
employees in the ordinary course of business amadhianner consistent with past practice or to the@any or any wholly-owned
subsidiary of the Company;

(g) modify in any material respect ang@amting policies or procedures, other than asirediy GAAP or Applicable Law;

(h) (i) make any change (or file any sahange) to any material method of Tax accountijgnake, change or rescind any
material Tax election; (iii) settle or compromisg/anaterial Tax liability or consent to any claimassessment relating to a material
amount of Taxes; (iv) file any amended Tax Ret@vipfile any claim for refund of a material amowftTaxes; (vi) enter into any
closing agreement relating to a material amouritaofes; or (vii) waive or extend the statute of tations in respect of material Taxes;

(i) except (1) for the acceleration lné tvesting of existing Phantom Shares and redricempany Common Shares, (2) as
required under Section 2.4 or (3) to ensure thatGompany Plan is not then out of compliance witipicable Law or the terms of
such Company Plan on the date hereof, (i) adopdy @mto, terminate or amend any Company Planjr{@ease in any manner the
compensation or benefits of any director, offieanployee or independent contractor; (iii) granpay any change-in-control, retention,
severance or termination pay to, or increase innaagner the change-in-control, retention, severantermination pay of, any current
or former director, officer, employee or indeperidamtractor; (iv) grant any equity or equity-basedards or make any loan to any
employee or independent contractor (other tharcitbeéiting of additional Phantom Shares (and isseaficCompany Common Share:
settlement thereof) under the Deferred Compens&ian in accordance with the terms thereof asultreEdeferral elections previou:
made (and not otherwise timely revoked) in respé013 and 2014 compensation in the ordinary @afdusiness, and the dividend
reinvestment feature under the Deferred Compens&iian); (v) take any action to fund or in any otivay secure the payment of
compensation or benefits under any Company Plafviphire or terminate any officer, employee odépendent contractor.

()) except as required by Applicable Lamany judgment by a court of competent jurisdictand subject to Section 5.7, (i) pay,
discharge, settle or satisfy any claims, liabiitiebligations or litigation (absolute, accruedseaited or unasserted, contingent or
otherwise) that are material to the Company ansuitsidiaries, taken as a whole, other than thenpat;
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discharge, settlement or satisfaction in the omgicaurse of business and in a manner consistehtpaist practice of in accordance v
their terms, of liabilities disclosed, reflectedreserved against in the financial statementsh@mnbtes thereto) contained in the
Company SEC Documents (for amounts not in excesadf reserves) or incurred since the date of Bnahcial statements in the
ordinary course of business and in a manner c@msigtith past practice; (ii) cancel any materialébtedness; or (iii) waive or assign
any claims or rights of material value;

(k) (i) enter into, (ii) terminate or aa, except when it may be commercially reasontbt¥d so, (iii) fail to exercise a right to
renew on terms commercially reasonable to the Compa (iv) modify or amend in any material respeaty Material Company
Contract; or

() agree in writing or otherwise comitattake any of the foregoing actions.

6.3 Indemnification; Directors' and Officers' Insarmce.

(a) For a period of six years from angtafhe Effective Time, Parent and Surviving Ensiball maintain in effect (i) the current
provisions (or provisions no less favorable) regageéxculpation and indemnification of presentanniier officers and directors
contained in the organizational documents of edi¢hed@Company and its subsidiaries and (ii) anyagrents of the Company and its
subsidiaries with any of their respective preseribomer directors and officers existing as ondhag hereof that provide such Persons
rights to exculpation or indemnification for actsamnissions occurring at or prior to the EffectiMene (whether asserted or claimed
prior to, at or after the Effective Time, includiagy matters arising in connection with the tratisas contemplated by this
Agreement). From and after the Effective Time, eaicRarent and the Surviving Entity shall indemnidgfend and hold harmless, and
provide advancement of expenses (including advagretitorneys' fees and expenses incurred in adwartbe final disposition of any
actual or threatened claim, suit, proceeding oestigation to the fullest extent permitted undepkgable Law;providedthat any
Person to whom fees and expenses are advancedgsan undertaking to repay such advances ifiitimately determined that such
Person is not entitled to indemnification) to, gresent and former officers and directors of thenffany against all losses, claims,
damages, costs, expenses, liabilities or judgntbatsare paid in settlement of or in connectiorhwity Action based in whole orin p
on, relating in whole or in part to, or arisingvitnole or in part out of the fact that such Persooriwas an officer or director of the
Company or any of its subsidiaries prior to thecEfive Time, whether asserted or claimed prioota@t or after, the Effective Time
(including acts or omissions occurring in connattiath the approval of this Agreement and the camsiation of the transactions
contemplated hereby) to the fullest extent providedermitted under the organizational documentb®iCompany and its subsidiaries
and any indemnification agreement entered into eetwthe Company or any of its subsidiaries and Beckon (representative forms
which have been made available to Parent pridnéalate of this Agreement), in each case as ictedfeof the date of this Agreement,
and to the fullest extent permitted under Appliealbhw.

(b) If Parent does not elect to purchaseil" directors' and officers' liability insure@ policy for the Company's present and
former officers and directors who are covered pigathe Effective Time by the directors' and off&diability insurance currently
maintained by the Company with coverage for sixgéallowing the Effective Time, and with coveraged amounts and terms and
conditions no less favorable to the covered pertuans the existing policies of directors' and dcffi liability insurance maintained by
the Company, the Company may, at its option podhe Effective Time, purchase such a six yeal"tasurance policyprovidedthat
the Company shall not, without Parent' consent,er@agremium payment for such insurance to the egterh premium exceeds 300%
of the current annual premium paid by the Company f
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its directors' and officers' liability insurancei¢s amount being theMaximum Premiurti). If the Company is unable to obtain the "t
insurance described in the first sentence of thiiSn 6.3(b) for an amount equal to or less ti@aximum Premium, the Company
shall be entitled to obtain as much comparablé"it@urance as possible for an amount equal tdvgimum Premium. If the
Company is unable to purchase any such "tail" enste contemplated in the two preceding sentenegenPshall cause Merger Sub to,
at the Company's request, purchase, and maintéini iorce and effect (and honor the obligatiomslar), during the six-year period
beginning on the date of the Effective Time, al"t@isurance policy from one or more insuranceieasrbelieved to be sound and
reputable with respect to directors' and offickability insurance of comparable coverage and am®and containing terms and
conditions no less favorable, in the aggregattheofficers and directors of the Company as the@my's existing policy or policies
for the benefit of the current and former officarsl directors with a claims period of six yearsrfrihe Effective Timeprovided,
however, that in no event shall Merger Sub be requireglatyp more than the Maximum Premium as the aggrggateium for such
"tail" insurance policies for its entire period,vwhich case Merger Sub will obtain as much comgdar&hil" insurance as possible for
amount equal to the Maximum Premium.

(c) If Parent or the Surviving Entity amy of their respective successors or assignddl) sonsolidate with or merge into any
other Person and shall not be the continuing origing corporation or entity of such consolidationmerger or (ii) shall transfer all or
substantially all of its properties or assets tp Barson, then, in each case, Parent, the Survistity or any of their respective
successors and assigns, as applicable, shalluakeastion as may be necessary so that such Parairassume all of the applicable
obligations set forth in this Section 6.3.

(d) The provisions of this Section 6.8 artended to be for the benefit of, and shall ereeable by, each present and former
officer and director referred to in this SectioB &nd his or her heirs and representatives, anith aedition to, and not in substitution
for or to the exclusion of, any other rights toeénthification or contribution that any such Persayrhave or be entitled to by Contract,
Applicable Law or otherwise.

6.4 Activities of Merger Sub. Prior to the Effective Time, Merger Sub shalt nonduct any business or make any investments oth
than as specifically contemplated by this Agreenaaat will not have any assets (other than, if aablie, ade minimisamount of cash paid for
the issuance of membership interests in connewtitinits initial formation) or any material liahfiles.

6.5 NYSE Listing. Parent shall use its reasonable best effortatise the Parent Common Units issuable pursudhisté\greement to
be approved for listing on the NYSE, subject taaidf notice of issuance, prior to the Closing.

6.6 Company Acquisition Proposals.

(8) Subject to Section 6.6(c) throughti®edcs.6(f), the Company agrees that, from the détbis Agreement until the Closing or,
if earlier, the termination of this Agreement ircardance with Article VIII, neither it nor any dbisubsidiaries shall, and that it shall
use its reasonable best efforts to cause its armliiisidiaries' directors, officers, employeesntgénvestment bankers, attorneys,
accountants and other representatives (collectiVétepresentative§ not to, directly or indirectly, (i) initiate aolicit or knowingly
encourage any inquiries with respect to, or theintakf a Company Acquisition Proposal, (ii) engagany negotiations concerning,
provide any confidential information or data to @wgrson relating to, a Company Acquisition Propd&gl approve or recommend, or
propose publicly to approve or recommend, any Campecquisition Proposal, (iv) approve or recommemidpropose publicly to
approve or recommend, or execute or enter into)ettgr of intent, agreement in principle, merggreement, acquisition agreement,
option agreement or other similar agreement rejatinrany Company Acquisition
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Proposal (each aCompany Acquisition Agreeméit or (v) propose publicly or agree to do anylw foregoing relating to any
Company Acquisition Proposal.

(b) Subject to Section 6.6(c) throughtteect.6(f), prior to the Closing, neither the Ccemg Board nor any committee thereof
(including the Transaction Committee) shall, dikgot indirectly, (i) withdraw, modify or qualifyer publicly propose to withdraw,
modify or qualify, in a manner adverse to any PaRarty, the Company Board Recommendation, (iiyeyg adopt or recommend, or
publicly propose to approve, adopt or recommenyg,@Gompany Acquisition Proposal, (iii) in the evefithe commencement of a
tender offer or exchange offer for any outstandihgres of the Company's capital stock (includimg@ompany Common Shares), fail
to include in any public statement related to stiecter offer or exchange offer or this Agreemettiéothan any "stop, look and listen"
or similar communication) a statement that the CamyfBoard Recommendation has not changed or nedetoithe prior Company
Board Recommendation, or (iv) recommend that tHddus of the Company Shares not approve the Mdeggraction described in
clauses (i)-(iv) above being referred to asGoinpany Change of Recommendatijon

(c) Nothing contained in this Agreememals prevent the Company, the Company Board, tlaaJaction Committee or any other
committee of the Company Board from complying wishdisclosure obligations under Rule 14d-9 and24eomulgated under the
Exchange Act or from issuing a "stop, look ancelistor similar communication or making any disclesif the Company Board or the
Transaction Committee or any other committee ofGbewpany Board determines, in good faith, aftersottation with the Company's
outside legal counsel, that the failure to do saldde inconsistent with the Company's directadsidiary duties under Applicable Law
of the State of Delawar@rovided, however, that if such disclosure has the effect of a Campahange of Recommendation, Parent
shall have the right to terminate this Agreemerthextent set forth in Section 8.1(d)(i).

(d) Notwithstanding the limitations setth in this Section 6.6, until the earlier of rgtef the Company Shareholder Approval
and any termination of this Agreement pursuantdctin 8.1, if after the date of this Agreement@wmpany receives a written
unsolicited bona fide Company Acquisition Propdbat the Company Board has determined in good,faftar consultation with its
outside legal counsel and financial advisors (fstitutes a Company Superior Proposal or (ii) coalisonably be expected to result in
a Company Superior Proposal, then the Company akaythe following actions: (A) furnish nonpubliddnmation to the third party
making such Company Acquisition Proposal, if, antydf, prior to furnishing such information, theo@pany receives from the third
party an executed confidentiality agreement withvjgions no less restrictive to such third partyhwespect to the use or disclosure of
nonpublic information than the Confidentiality Agraent and (B) engage in discussions or negotiatidthisthe third party with respect
to such Company Acquisition Proposal.

(e) Notwithstanding anything in this Agreent to the contrary, nothing contained in thise®gnent shall prevent the Company
from, at any time prior to, but not after, the tiofethe receipt of the Company Shareholder Appranalesponse to the receipt of a
written unsolicited bona fide Company Acquisitioroposal after the date of this Agreement that didrasult from a breach of
Sections 6.6(a)and (g), (i) terminating this Agreampursuant to Section 8.1(e) in order to entier éndefinitive written agreement with
respect to such Company Acquisition Proposal peffecting a Company Change of Recommendatiopriify to taking any of the
actions described in clauses (i) or (ii), (A) thentpany Board determines in good faith, after caatioh with its outside legal counsel
and financial advisors, that (x) failure to takelsaction would reasonably be expected to be instam with the Company's directors'
fiduciary duties under Applicable Law of the StafedDelaware and (y) such Company Acquisition Prapasnstitutes a Company
Superior Proposal, (B) Parent shall have receiveitien notice (a
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" Superior Proposal Notic8 of the Company's intention to take such actibleast four business days prior to the takinguahsaction
and (C) the Company Board continues to believer éftking into account any modifications to therterof the transactions
contemplated by this Agreement that are offere@&nent after its receipt of the Superior Proposaidé, that such Company
Acquisition Proposal continues to constitute a CanypSuperior Proposal. Any material amendmentedittancial terms or any other
material amendment of such Company Acquisition Bsapshall require a new Superior Proposal Notimkethe Company and the
Company Board shall be required to comply agaih wie requirements of this Section 6.6(@Jvided, however, that the reference
herein to four business days shall be deemed #orbéerence to two business days.

() Notwithstanding anything in this Aggment to the contrary, nothing contained in tlgse&ment shall prevent the Company
Board from, at any time prior to, but not aftele time of the receipt of the Company Shareholdegréyal, effecting a Company
Change of Recommendation (other than in respong®tmeceipt of a written unsolicited bona fide @amy Acquisition Proposal,
which shall be subject to Section 6.6(e)) if, ptintaking such action, the Company Board, afteisatiation with its outside legal
counsel, determines in good faith that failureatcetsuch action would be inconsistent with the Camyfs directors' fiduciary duties
under Applicable Law of the State of Delawgrsgvided, howevethat (i) Parent shall have received written notacéBoard
Recommendation Noti¢of the Company's intention to take any suchaactt least four business days prior to the takinguch
action and (ii) the Company Board continues todwej after taking into account any modificationsh® terms of the transactions
contemplated by this Agreement that are offere@énent after its receipt of such Board Recommeondadiotice that failing to take
such action would be reasonably likely to be in¢stest with the Company's directors' fiduciary datunder Applicable Law of the
State of Delaware.

(g) The Company agrees that it and ibsgliaries will (i) immediately cease and causbaderminated any existing activities,
discussions or negotiations with any Person (athen the parties) conducted prior to the date isfAlgreement with respect to any
Company Acquisition Proposal and (ii) request #aath third party that has heretofore executed fidmntiality agreement that relates
to a Company Acquisition Proposal (other than Paureturn or destroy all confidential informatiorrietofore furnished to such third
party by the Company or on its behalf. The Compagnges that it and its subsidiaries will take theassary steps to promptly inform
its and its subsidiaries’ Representatives of tHigations undertaken in this Section 6.6.

(h) From and after the date of this Agneat, the Company shall promptly orally notify Reref any request for information or
any inquiries, proposals or offers relating to anpany Acquisition Proposal indicating, in connectiith such notice, the name of
such Person making such request, inquiry, proprsaffer and the material terms and conditionsryf proposals or offers and the
Company shall provide to Parent written noticerof auch inquiry, proposal or offer within 24 hoefssuch event and copies of any
written or electronic correspondence to or from Beyson making an Company Acquisition Proposal. Cbepany shall keep Parent
informed orally, as soon as is reasonably pradicals the status of any Company Acquisition Prgbascluding with respect to the
status and terms of any such proposal or offevamether any such proposal or offer has been withidiar rejected and the Company
shall provide to Parent written notice of any sudthdrawal or rejection and copies of any writtengmsals or requests for information
within 24 hours. The Company also agrees to proaigeinformation to Parent (not previously providedParent) that it is providing to
another Person pursuant to this Section 6.6 atauiieslly the same time it provides such informatio such other Person. All
information provided to Parent under this Sectidghdhall be kept confidential by Parent in accooganith the terms of the
Confidentiality Agreement.
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(i) For purposes of this Agreement:

"Company Acquisition Proposaimeans any proposal or offer made by any Perduer ¢han Parent or its subsidiaries with res
to (A) a merger, consolidation, acquisition, shexehange, business combination, reorganizatioapradization, dissolution,
liquidation or similar transaction involving the @pany, (B) any purchase of an equity interest (idiclg by means of a tender or
exchange offer) representing an amount equal tweater than a 15% voting or economic intereshénGompany, or (C) any purchase
of assets, securities or ownership interests repteg an amount equal to or greater than 15%ettnsolidated asset value (including
only the portion of the value of the equity intésesf the subsidiaries of the Company that is digtwavned directly or indirectly by the
Company) or consolidated net revenues of the Coynfiaaluding only the portion of the revenues atiiteble to the equity interests of
the subsidiaries of the Company that is actuallpedvdirectly or indirectly by the Companyyovidedthat, for the avoidance of doubt,
the calculation of consolidated asset value andaalated net revenues shall include only the usclidated interests in variable
interest entities that are held directly or indilgby the Company so that the total asset valuewenues of the entire variable interest
entity is not included in such calculation.

"Company Superior Proposaimeans a bona fide written Company Acquisitiongesal (except that references in the definition
of "Company Acquisition Proposal” to 15% shall bplaced by 50%) made after the date of this Agre¢imeany Person other than
Parent or its subsidiaries on terms that the Compamard determines in good faith, after consultatiath its outside legal counsel and
financial advisors, and considering such factorthasCompany Board considers to be appropriatéu@ing the timing and likelihood
of consummation of such proposal), are more faverabthe Company and the holders of the Compamyestthan the transactions
contemplated by this Agreement, taking into acc@unyt change to the transaction proposed by Parent.

6.7 Approvals. Other than the Company Shareholder Approvah @fthe parties agree to obtain all requisitertad directors,

shareholder and member approvals, to the exterdbtained prior to the date of this Agreement, nexglto be obtained to consummate the
Merger.

6.8 Compliance with Agreement. Parent agrees that from and after the datei®ftgreement until the Closing, KKR Financial

Advisors shall not, and Parent shall cause KKR féra Advisors not to, in its capacity as managehe Company pursuant to the
Management Agreement and the Company Operatingefiggat, take any action (unless acting at the direcif the Company Board) that
would cause the Company to fail to comply in anyterial respect with any of the provisions of thigréement.

ARTICLE VII
CONDITIONS TO THE MERGER

7.1 Conditions to the Obligations of Each Party The respective obligations of each of the partdo consummate the Merger shall be

subject to the fulfillment (or waiver by all parieat or prior to the Effective Time of the follavg conditions:

(@) The Company Shareholder Approvalldfale been obtained in accordance with the Compamganizational documents ¢
Applicable Law.

(b) Atthe Company Shareholder Meetihg, thiolders of a majority of the outstanding Comp@oynmon Shares (other than th
Company Common Shares held by Parent or any &ffiiiParent) shall have approved the Merger aaather transactions
contemplated hereby.
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(c) (i) Each waiting period applicableti® Merger and the other transactions contemplaetiis Agreement under the HSR #
if any, including with respect to the Group Parsdps, if applicable, shall have expired or beafiezaerminated and (ii) all consents
required under any other Antitrust Law shall hagerbobtained or any applicable waiting period theder shall have expired or been
terminated.

(d) No outstanding judgment, injunctiongler or decree of a competent United States fedestate Governmental Authority
shall prohibit or enjoin the consummation of therlyer or the other transactions contemplated byAieement.

(e) The Commission shall have declaredRBgistration Statement effective under the SeesirAct, and no stop order or similar
restraining order by the Commission suspendingffeztiveness of the Registration Statement shaihkeffect.

() The Parent Common Units to be issimectbnnection with the Merger shall have been apgd for listing on the NYSE,
subject to official notice of issuance.

7.2 Conditions to the Obligations of the CompanyThe obligations of the Company to consummateMlerger shall be subject to the
fulfillment of the following conditions unless wad by the Company:

(@) (i) The representations and warramiethe Parent Parties set forth in Article IitHer than Section 3.5) that are qualified by «
"Material Adverse Effect" qualification shall bei&r and correct as so qualified at and as of thee afathis Agreement and at and as of
the Closing as though made at and as of such tifiethe representations and warranties of theRaParties set forth in Article Il
(other than Section 3.3 and Section 3.9) that atgualified by a "Material Adverse Effect" quatifition shall be true and correct
(without giving effect to any materiality qualifitans therein) at and as of the date of this Agreeinand at and as of the Closing as
though made at and as of such times, except fdr filares to be true and correct as would nothéaggregate, constitute a Material
Adverse Effect with respect to Parent, (iii) thpmesentations and warranties set forth in Secti8rsBall be true and correct in all
material respects at and as of the date of thieégent and at and as of the Closing as though atated as of such times, and (iv) the
representations and warranties set forth in Se&ibrand Section 3.9 shall be true and correatéitza of the date of this Agreement
at and as of the Closing as though made at anfisagh timesprovided, however, that with respect to clauses (i), (ii), (iii) and
(iv) above, representations and warranties thatrege as of a particular date or period shall be and correct (in the manner set forth
in clause (i), (ii), (i) or (iv) above, as appdible) only as of such date or period.

(b) Each Parent Party shall have perfdrinaall material respects the obligations and egrents and shall have complied in all
material respects with the covenants to be perfdramel complied with by it under this Agreementapior to the Closing.

(c) Parent shall have furnished the Camgpaith a certificate dated the Closing Date sigogadts behalf by a Chief Executive
Officer or other senior officer of the general partof Parent to the effect that the conditiondaeh in Sections 7.2(a), 7.2(b) and 7.2
(d) have been satisfied.

(d) Since the date of this Agreementratahall not have occurred any Events that, indi&ily or in the aggregate, constitute a
Material Adverse Effect with respect to Parent.

7.3 Conditions to the Obligations of Parent PartiesThe obligations of the Parent Parties to commate the Merger shall be subjec
the fulfillment of the following conditions unles&ived by Parent:

(@) (i) The representations and warramiethe Company set forth in Article 1V (other th&ection 4.6) that are qualified by a
"Material Adverse Effect" qualification shall bei&rand
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correct as so qualified at and as of the dateisfAreement and at and as of the Closing as thouaglte at and as of such times, (ii) the
representations and warranties of the Companyosttt ih Article 1V (other than Section 4.4 (othbah the last sentence of Section 4.4
(b)), Section 4.13 and Section 4.19) that are natified by a "Material Adverse Effect" qualificati shall be true and correct (without
giving effect to any materiality qualifications tieén) at and as of the date of this Agreement arahd as of the Closing as though m
at and as of such times, except for such failuwdsettrue and correct as would not, in the aggesgainstitute a Material Adverse Effect
with respect to the Company, and (iii) the représtion and warranties set forth in Section 4.4€othan the last sentence of

Section 4.4(b)), Section 4.6, Section 4.13 andi@edt 19 shall be true and correct at and as ofli#fte of this Agreement and at and as
of the Closing as though made at and as of sudastiexcept, in the case of Section 4.4 (other tfraiast sentence of Section 4.4(b)),
for anyde minimignaccuraciesprovided, however, that with respect to clauses (i), (ii), and (@bHove, representations and warranties
that are made as of a particular date or periotl sbarue and correct (in the manner set fortblause (i), (i), or (iii) above, as
applicable) only as of such date or period.

(b) The Company shall have performedlimaterial respects the obligations and agreemeamtsshall have complied in all
material respects with the covenants to be perfdramel complied with by it under this Agreementapigor to the Closing.

(c) The Company shall have furnished Rtangth a certificate dated the Closing Date sigoadts behalf by the Chief Executive
Officer or other senior officer of the Company e effect that the conditions set forth in Sectiérga), 7.3(b) and 7.3(e) have been
satisfied.

(d) Parent shall have received a paydféf reasonably acceptable to it with respediéaérmination of the Existing Company
Credit Agreement and all commitments or other esitars of credit thereunder and the satisfactiondischarge of all principal,
premium, if any, interest, fees and other amourgs tlue or outstanding thereunder and the saisfiacelease and discharge of all
security interests, mortgages and Liens over thegamy and its subsidiaries' properties and assetsiag such obligations (and such
payoff letter shall require the administrative agemder the Existing Company Credit Agreement tiovdeall instruments necessary or
desirable to evidence or effect the foregoing).

(e) Since the date of this Agreementialghall not have occurred any Events that, indizilg or in the aggregate, constitute a
Material Adverse Effect with respect to the Company

() The Company shall have delivere®#&rent a statement in accordance with Treasury IRégu Section 1.1445-11T(d)(2)
certifying that 50% or more of the value of thesg@ssets of the Company does not consist of Eabproperty interests, or that 90%
or more of the value of the gross assets of thefamy does not consist of U.S. real property interpkus cash or cash equivalents.

ARTICLE VIl

TERMINATION AND AMENDMENT
8.1 Termination. This Agreement may be terminated and the Marggr be abandoned at any time prior to the Closing:
(@) by mutual written consent of Parerd the Company;

(b) by either Parent or the Company éréhshall be any law or regulation that makes comsation of the Merger illegal or
otherwise prohibited, or if any judgment, injunctj@rder or decree of a competent United Stater&dr state Governmental
Authority enjoining the parties from consummatihg Merger shall have been entered and such judgmgantction,
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order or decree shall have become final and norsdalple;providedthat the party seeking to terminate this Agreenpemsuant to this
Section 8.1(b) shall have used its reasonabledfiests to render inapplicable such law or regolatr remove such judgment,
injunction, order or decree as required by SediGn

(c) by either Parent or the Company é kiterger shall not have been consummated on ord&eptember 16, 2014 (th&nhd
Date"); provided, howevethat the right to terminate this Agreement undes 8ection 8.1(c) shall not be available to anyypahose
failure to perform any covenant or obligation unttes Agreement has been the primary cause ogsted in, the failure of the
Merger to occur on or before the End Date;

(d) by Parent if prior to obtaining ther@pany Shareholder Approval (i) a Company ChandRemommendation shall have
occurred or (i) if after the date hereof a Comparyguisition Proposal was publicly announced ocldised (or any Person shall have
publicly announced an intention (whether or notditonal) to make such Company Acquisition Proppaald the Company Board fa
to affirm the Company Board Recommendation by #terlto occur of (x) five business days prior t@ date of the Company
Shareholder Meeting (as such date may have beeuarad or postponed) and (y) five business days edteipt of a written request
Parent to do so (or such shorter period but nsttlesn two business days as may exist betweerateeofithe public announcement or
disclosure of the Company Acquisition Proposal treddate of the Company Shareholder Meeting);

(e) by the Company, at any time prioolbaining the Company Shareholder Approval, in ptdeenter into a definitive written
agreement with respect to a Company Superior Pabjifagceivedprovidedthat the Company has complied in all material retgpe
with its obligations under Section 6.6 and, in cection with the termination of this Agreement, @@mpany pays to Merger Sub or its
designee in immediately available funds the TertnaPayment required to be paid by Section 8.a(#ss such payment obligation
is waived by Merger Sub;

() by Parent or the Company if at tren@pany Shareholder Meeting (including any adjounminoe postponement thereof) the
Company Shareholder Approval shall not have beéairudd;provided, however, that the right to terminate this Agreement urtties
Section 8.1(f) shall not be available to any parhose failure to perform any covenant or obligatiowler this Agreement has been the
primary cause of, or resulted in, the failure &f @ompany Shareholder Approval to be obtained; or

(g) by Parent or the Company if therdlidiea/e been a material breach by the other ofaints representations, warranties,
covenants or agreements contained in this Agreeroeiftany Event shall have occurred, which breacEvent would result in the
failure of one or more of the conditions set farttfsection 7.2(a), 7.2(b) or 7.2(d) (in the case bfeach by, or Event with respect to,
Parent) or Section 7.3(a), 7.3(b) or 7.3(e) (indase of a breach by, or Event with respect toCihimpany) to be satisfied on or prior to
the End Date, and such breach or Event shall noapable of being cured or shall not have beerddoyehe earlier of (i) 30 business
days after detailed written notice thereof shalldhbeen received by the party alleged to be indirea with respect to which an Ever
alleged to have occurred and (ii) the End Date.

8.2 Effect of Termination.

(@) Inthe event of the termination astAgreement pursuant to Section 8.1, this Agrednextept for the provisions of the
second sentence of Section 5.2, this Section & Zantions 9.2 through 9.13, shall become voidrewe no effect, without any
liability on the part of any party or its directpasficers, general partners or equityholders wispect thereto. Notwithstanding the
foregoing, nothing in this Section 8.2 shall reéeany party to this Agreement of liability for fidaor any willful or intentional breach
any provision of this Agreement and, if
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it shall be judicially determined that terminatiohthis Agreement was by reason of a willful orintional breach of this Agreement,
then, in addition to other remedies at law or ggfat a willful or intentional breach of this Agneent, the party so found to have
willfully or intentionally breached this Agreemestiall indemnify and hold harmless the other paftiedess waived by such other
parties) for their respective reasonable out-ofkgdcosts, fees and expenses of their counseluataats, financial advisors and other
experts and advisors as well as fees and expamsdsmt to negotiation, preparation and executiothis Agreement and related
documentation (collectively,Costs"). No termination of this Agreement shall affelet tobligations of the parties contained in the
Confidentiality Agreement, all of which obligatioshall survive termination of this Agreement in @@ance with their respective
terms.

(b) If this Agreement is terminated pusuto Section 8.1(d)(i), or is terminated by th@pany or Parent pursuant to Section 8.
(f) at a time when this Agreement was terminablespant to Section 8.1(d)(i), then the Company wilthin three business days
following any such termination, pay Merger Subterdesignee in cash by wire transfer of immediad&lilable funds to an account
designated by Merger Sub a termination payment iaraount equal to $26,250,000 (th€ermination Paymen) unless such payment
obligation is waived by Merger Sub.

(c) If this Agreement is terminated punstito Section 8.1(e), then the Company shall, eoeatly with such termination, pay to
Merger Sub or its designee in cash by wire transf@nmediately available funds to an account destigd by Merger Sub the
Termination Payment unless such payment obligasievaived by Merger Sub.

(d) If this Agreement is terminated puasuto Section 8.1(c) or 8.1(f), and (A) (x) in theese of a termination pursuant to
Section 8.1(c), prior to the termination of thisrAgment and (y) in the case of a termination puntsieaSection 8.1(f), prior to the
Company Shareholder Meeting (including any adjowentor postponement thereof) at which the Compdrayeholder Approval was
not obtained, a Company Acquisition Proposal wdsiply announced or disclosed (or any Person stale publicly announced an
intention to make a Company Acquisition Proposat) €8) within 12 months after the date of such feation, the Company enters ii
a letter of intent, agreement-in-principle, acdiosi agreement or other similar agreement witheesfo, or publicly announces, a
Business Combination or consummates a Business i@atidn, then the Company will, prior to the earlé the consummation of a
Business Combination or execution of a definitigege@ment with respect thereto, pay to Merger Suts alesignee in cash by wire
transfer in immediately available funds to an actaesignated by Merger Sub the Termination Paymelaiss such payment
obligation is waived by Merger Sub.

(e) If this Agreement is terminated byd?a for any reason pursuant to Section 8.1(gherbasis of a breach of any
representations, warranties, covenants or agresraentained in this Agreemenpiovidedthat such breach did not arise from or relate
to a breach of Section 6.8) (A) following the patdinnouncement or disclosure of a Company Acgaisiroposal or the intention by
any Person to make a Company Acquisition Propbséias not withdrawn prior to such terminatiorito§ Agreement and (B) within
12 months after the date of such termination purstmaSection 8.1(g), the Company enters intotadetf intent, agreement-iprinciple.
acquisition agreement or other similar agreemetit véispect to, or publicly announces, a Businesalfization or consummates a
Business Combination, then the Company will, ugandarlier of the consummation of a Business Coatiain or execution of a
definitive agreement with respect thereto, pay trdér Sub or its designee in cash by wire transfanmediately available funds to an
account designated by Merger Sub the Terminatigmi@at unless such payment obligation is waived leydér Sub.

(f) If this Agreement is terminated bgrent or the Company pursuant to Section 8.1(&n the Company shall indemnify and
hold harmless the Parent Parties (unless waivetey

A-36




Parent Parties) for their Costs not to exceed $/0RD in the aggregatprovided, however, that upon payment by the Company of the
Termination Payment in full, the Company shall ander be required to indemnify and hold harmlessRtarent Parties for their
respective Costs pursuant to this Section 8.2(f).

(g) For the purposes of this Section 8Ruysiness Combinatidhmeans (i) a merger, consolidation, acquisitidtare exchange,
business combination, reorganization, recapitaimadissolution, liquidation or similar transactimvolving the Company, (ii) any
purchase of an equity interest (including by mezfrestender or exchange offer) representing an amegual to or greater than a 50%
voting or economic interest in the Company, or &6y purchase of assets, securities or ownerstepeisiis representing an amount e
to or greater than 50% of the consolidated asdee\@ncluding only the portion of the value of thguity interests of the subsidiaries of
the Company that is actually owned directly or iadily by the Company) or consolidated net revemfiedse Company (including only
the portion of the revenues attributable to thetgqaterests of the subsidiaries of the Comparat th actually owned directly or
indirectly by the Companyprovidedthat, for the avoidance of doubt, the calculatiboansolidated asset value and consolidated net
revenues shall include only the unconsolidated@sts in variable interest entities that are hélelctly or indirectly by the Company so
that the total asset value or revenues of theeendéiriable interest entity is not included in seakculation.

(h) The parties acknowledge and agregitha@o event shall the Company be required tothayTermination Payment on more
than one occasion. In the event the Terminatiomfeay is paid to a party in accordance with thisti®ad.2, such payment shall be the
sole and exclusive remedy of such party and itsididries, equityholders and Representatives agtiaother party or any of its
subsidiaries, equityholders and Representativasnepect to the termination, event or breach givise to that payment, and the
Company and shall have no further liability witlspect to this Agreement or the transactions contegeb hereby to the Parent Parties
or their respective affiliates, except in the cafaud or any willful or intentional breach ofyaprovision of this Agreement.

8.3 Amendment. This Agreement may be amended by the partiasyatime before or after receipt of the Compangrgholder
Approval, but after any such approval, no amendrakall be made which by Applicable Law requirestfar approval or authorization by the
holders of the Company Common Shares without suithdr approval or authorization. Notwithstandihg foregoing, this Agreement may
be amended except by an instrument or instrumamsiting signed and delivered by an authorizedesentative of each of the parties.

8.4 Extension; Waiver. At any time prior to the Effective Time, Paréwith respect to Parent, Fund Holdings and Mef&dr) and th
Company (with respect to the Company by approvahefTransaction Committee) may, to the extentllggdlowed, (a) extend the time for
the performance of any of the obligations or otiets of such other parties, (b) waive any inacdasaia the representations and warranties
contained in this Agreement or in any certificaddiviered pursuant to this Agreement, and (c) waivapliance with any of the agreements or
conditions contained in this Agreement or in anguwtoent delivered pursuant to this Agreement. Fertioidance of doubt, each party sha
permitted to waive any rights it may have underti®as 8.1 and 8.2. Any agreement on the part adréygo any such extension or waiver shall
be valid only if set forth in a written instrumesigned on behalf of such party. No delay on thé giaany party in exercising any right
hereunder shall operate as a waiver of such nmghtshall any waiver on the part of any party of anch right nor any single or partial exerc
of any such right preclude any further exercissuith right or the exercise of any other such right.
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ARTICLE IX

MISCELLANEOUS

9.1 Survival of Representations and WarrantiesThe representations and warranties made irAifiisement or in any schedule,
instrument or other document delivered pursuatti®opAgreement by the parties shall not survive@hesing. This Section 9.1 shall not limit
any covenant or agreement of the parties, whicitsbigrms contemplates performance after the Cdpsirafter the termination of this
Agreement.

9.2 Notices. All notices, requests, claims, demands andratbemunications under this Agreement shall beritig and shall be
given and shall be deemed given upon receipt ifeledd personally, telecopied (delivery of whicttanfirmed) or dispatched by a nationally
recognized overnight courier service to the pafiketivery of which is confirmed) or by registeredcertified mail (postage paid, return rect
requested) to the respective parties at the foligwiddresses (or at such other address for a gmgall be specified by like notice):

(a) if to the Company:

KKR Financial Holdings LLC
555 California Street, 50th Floor
San Francisco, CA 94104
Attention: General Counsel
Facsimile: (415) 391-3077

with a copy to (which shall not constitute notice):

Wachtell, Lipton, Rosen & Katz LLP
51 West 52nd Street
New York, NY 10019
Attention: Edward D. Herlihy

David E. Shapiro
Facsimile: (212) 403-2000

(b) if to Parent, Fund Holdings or Merarb:

KKR & Co. L.P.

9 West 57th Street, Suite 4200
Attention: General Counsel
Facsimile: (212) 750-0003

with a copy to (which shall not constitute notice):

Simpson Thacher & Bartlett LLP
425 Lexington Avenue

New York, NY 10017

Attention: Gary |. Horowitz
Facsimile: (212) 455-2502

9.3 Interpretation.

(&) When a reference is made in this Agrent to an Article or Section, such referencel &fgalo an Article or Section of this
Agreement unless otherwise indicated to the contiielie descriptive Article and Section headings #edtable of contents containec
this Agreement are for reference purposes onlyaaachot intended to be part of and shall not affeeny way the meaning or
interpretation of this Agreement. All terms definadhis Agreement shall have the defined meanivigsn used in any certificate or
other document made or delivered pursuant to
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this Agreement unless otherwise defined in suctificate or other document. The definitions conéainn this Agreement are applica

to the singular as well as the plural forms of stezims and to the masculine as well as to the fieiiand neuter genders of such term.
Where a word or phrase is defined in this Agreepesanth of its other grammatical forms shall hageraesponding meaning. Any
statute defined or referred to in this Agreemerih@any agreement or instrument that is referreid this Agreement means such statut
as from time to time amended, modified or suppleenincluding by succession of comparable succesatutes. The parties have
participated jointly in the drafting and negotiatiof this Agreement. If an ambiguity or questiorirdaént or interpretation arises, this
Agreement shall be construed as if it is draftadtip by all the parties, and no presumption ordaur of proof shall arise favoring or
disfavoring any party by virtue of authorship ofyaf the provisions of this Agreement. Wheneveniloeds "include,” "includes," or
“"including" are used in this Agreement, they sballdeemed to be followed by the words "withouttation." The words "hereof,"
"herein,"” "herewith" and "hereby" and words of danimport shall, unless otherwise stated, be cagrsitto refer to this Agreement as a
whole and not to any particular provision of thigr@ement. The phrases "the date of this Agreemé&hg"date hereof"' and words of
similar import shall be deemed to refer to the datieforth on the cover page of this Agreement. éker the last day for the exercise
of any right or the discharge of any duty undes thgjreement falls on other than a business daypahtg having such right or duty sh
have until the next business day to exercise sgbh or discharge such duty. Unless otherwise atgid, the word "day" shall be
interpreted as a calendar day. No summary of thieément prepared by or on behalf of any partyl sfftaict the meaning or
interpretation of this Agreement. References tdlads' or "$" are to United States dollars.

(b) For purposes of this Agreememt24(b)(3) Prospectusmeans that certain prospectus with Registration383187894 filec
by Parent pursuant to Rule 424(b)(3).

(c) For purposes of this Agreemerdffiliate " means, with respect to any Person, any othewoRdhat, directly or indirectly,
controls, or is controlled by, or is under commontcol with, such Persoprovidedthat references to an "affiliate” of a Person shat
be deemed to include (i) any investment fund oepithvestment advisory vehicle or (i) any portfoiompany or other investment of
any investment fund or other investment advisotyiale. As used in this definition,control” (including, with its correlative meaning
" controlled by' and "under common control with shall mean the possession, directly or indigg¢tirough one or more
intermediaries, of the power to direct or causedihection of management or policies of a Persdretiver through the ownership of
securities or partnership or other ownership iris;eoy contract or otherwise.

(d) For purposes of this Agreement baiginess day means a Monday, Tuesday, Wednesday, ThursdasidayFon which
banking institutions in New York City in the StaitENew York are not authorized or obligated by Apable Law to close.

(e) For purposes of this AgreemernEgtle" means the Internal Revenue Code of 1986, as agdend

(f) For purposes of this AgreemernERISA" means the Employee Retirement Income Securityoh@974 and the regulations
thereunder.

(g) For purposes of this AgreemerfExisting Company Credit Agreemémnheans that certain credit agreement, dated as of
November 30, 2012, among the Company, each lendiertime to time party thereto, Citibank, N.A.,sxgingline lender and issuing
bank, and Citibank, N.A., as administrative agent.

(h) For purposes of this AgreemerBAAP" means United States generally accepted accouptingiples applied on a
consistent basis.
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(i) For purposes of this Agreemeritndwledge' means (x) with respect to Parent, the actual kadge of the Persons listed on
Section 9.3(i) of the Parent Disclosure Schedutke(shwith respect to the Company, the actual kmaolgke of Persons listed on
Section 9.3(i) of the Company Disclosure Schedule.

() For purposes of this Agreemenitjén" means any security interest, pledge, hypothesatimrtgage, lien or encumbrance.

(k) For purposes of this Agreemenitjdnagement Agreemehimeans that certain Amended and Restated Managemen
Agreement, dated as of May 4, 2007 (as amendednyamong the Company, KKR Financial Corp. and KHiancial Advisors.

() For the purposes of this AgreemaritMaterial Adverse Effectwith respect to any party shall mean any factwnstance,
event, change, occurrence or effect (&vént") that would have, or would reasonably be expetddthve, a material adverse effect on
the financial condition, business or results ofrafiens of such party and its subsidiaries, takea wholeprovided, however, that a
Material Adverse Effect with respect to any patiglsnot include any Event directly or indirectlsising out of or attributable to: (i) ai
decrease in the market price of Parent Common Unithe case of Parent, or the Company CommoneShar the case of the
Company (but in either case not any Event undeglginch decrease to the extent such Event wouldvaiteconstitute a Material
Adverse Effect on such party); (ii) conditions, eig or circumstances generally affecting the ppaidousinesses or industries in which
such party and its subsidiaries operate; (iii) ¢fgsnin GAAP, Applicable Law or accounting standaodsn any interpretation of
GAAP, Applicable Law or accounting standards; @itganges in any analyst's recommendations, anydialastrength rating or any
other recommendations or ratings as to Parenteo€tdmpany, as the case may be, or their respestth&diaries (including, in and of
itself, any failure to meet analyst projections); the failure, in and of itself, of Parent or t@empany, as the case may be, to meet an
expected or projected financial or operating penfamce target publicly announced or provided toother party prior to the date of this
Agreement, as well as any change, in and of itbglRarent or the Company, as the case may bayiexpected or projected financial
or operating performance target as compared wightanget publicly announced or provided to the pfteaty prior to the date of this
Agreement (but, in either case, not any Event Upihgr such failure or change to the extent suchrEweould otherwise constitute a
Material Adverse Effect on such party); or (vi) ahanges or developments in United States, Eufsgia,or global economic,
regulatory or political conditions in general (inding the outbreak or escalation of hostilitiesots of war or terrorism), or generally
affecting the financial, debt, credit or securitiearkets in the United States, Europe, Asia owéisee in the world, including changes
in interest rates and commodities prices, or ayrabdisasterprovided, howeverthat the exceptions set forth in subclauses (ii),

(i) and (vi) may be taken into account in detaning whether a Material Adverse Effect has occumer$ reasonably expected to oc
to the extent (but only to the extent) such Evexst & materially disproportionate impact on suclypand its subsidiaries relative to
other participants in the principal businessesidustries in which such party and its subsidiasigsrate.

(m) For purposes of this AgreemerRetson’ means an individual, a corporation, a limitedblisy company, a partnership, an
association, a trust or any other entity, groups(ash term is used in Section 13 of the Exchang§ ékmrganization, including a
Governmental Authority, and any permitted successaod assigns of such Person.

(n) For purposes of this Agreementsalfisidiary’ of any Person means another Person an amouin¢ efting securities or
other voting interests of which is sufficient t@et at least a majority of its board of directongnagers, general partners or similar
governing body (or, if there are no such votingusiies or voting interests, 50% or more of theiggsecurities or
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other equity interests of which) is owned direathjindirectly by such first Persoprovidedthat a subsidiary does not include (x) any
investment fund or other investment advisory vesharl (y) any portfolio company or other investmehany investment fund or
investment advisory vehicle.

9.4 Counterparts. This Agreement may be executed in counterpatigh together shall constitute one and the sagreément. The
parties may execute more than one copy of this é&gemnt, each of which shall constitute an origiB&inatures to this Agreement transmitted
by facsimile transmission, by electronic mail iof@able document format" ¢/df") form, or by any other electronic means intenttegreserv:
the original graphic and pictorial appearance dbaument, will have the same effect as physicaveel of the paper document bearing the
original signature.

9.5 Entire Agreement. This Agreement (including any exhibits and sitlles hereto, the Parent Disclosure Schedule an@dmpany
Disclosure Schedule) and the Confidentiality Agreahtonstitute the entire agreement among theggaaitid supersede all prior agreements
and understandings or representations by or anfengarties whether written and oral with respet¢h&subject matter hereof and thereof, it
being understood that the Confidentiality Agreensdrall continue in full force and effect until tBéosing and shall survive any termination of
this Agreement.

9.6 Severability. Any term or provision of this Agreement thatrisalid or unenforceable in any jurisdiction shal to that
jurisdiction, be ineffective to the extent of suntialidity or unenforceability without renderingvalid or unenforceable the remaining tet
and provisions of this Agreement or affecting tlaédity or enforceability of any of the terms oopisions of this Agreement in any other
jurisdiction. If any provision of this Agreementss broad as to be unenforceable, the provisiolh lshdnterpreted to be only so broad as wi
be enforceable.

9.7 Third-Party Beneficiaries. Except for the agreement set forth in Secti®) Bothing in this Agreement, express or implisd,
intended or shall be construed to create any théndy beneficiaries or confer upon any Person dtien the parties any rights, benefits or
remedies of any nature whatsoever under or by neafsthis Agreement.

9.8 Governing Law. This agreement shall be governed by, and asedtin accordance with, the laws of the State daare,
regardless of the laws of another jurisdiction thaght otherwise govern under applicable princigesonflicts of laws thereof.

9.9 Consent to Jurisdiction; Venue.

(a) Each of the parties irrevocably andanditionally agrees that any Action arising oluborelating to this Agreement and the
rights and obligations arising under this Agreemenfor recognition and enforcement of any judgtiemespect of this Agreement ¢
the rights and obligations arising under this Agneat brought by another party or its successoessigns, shall be brought and
determined exclusively in the Court of Chanceryhef State of Delaware, or in the event (but onlthimevent) that such court does not
have subject matter jurisdiction over such Actiorthe United States District Court for the Distrié Delaware. Each of the parties
irrevocably submits with regard to any Action fteeilf and in respect of its property, generally andonditionally, to the personal
jurisdiction of the aforesaid courts and agreesithaill not bring any Action relating to this Agement or any of the transactions
contemplated by this Agreement in any court othantthe aforesaid courts. Each of the partiesagably and unconditionally waives,
and agrees not to assert, by way of motion, agemsge, counterclaim or otherwise, in any Actionhwispect to this Agreement, (i) any
claim that it is not personally subject to the gdittion of the above named courts for any reasberdhan the failure to serve in
accordance with this Section 9.9, (ii) any clairatti or its property is exempt or immune from gdliction of any such court or from
any legal process commenced in such courts (wh#ihmugh service of notice, attachment prior tagjmeént, attachment in aid of
execution of judgment, execution of judgment oreotvise) and (iii) to the fullest extent permittegd Applicable Law, any claim that
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(A) the Action in such court is brought in an ingenient forum, (B) the venue of such Action is imger or (C) this Agreement, or the
subject matter of this Agreement, may not be ewrfdio or by such courts. Each of the parties adgees that any final, non-appealable
judgment against a party in connection with anyigcshall be conclusive and binding on such panty #hat such award or judgment
may be enforced in any court of competent jurisdiizteither within or outside of the United Stat&<ertified or exemplified copy of
such award or judgment shall be conclusive evidefitke fact and amount of such award or judgment.

(b) Each of the parties consents to serbieing made through the notice procedures d#tifoSection 9.2 and agrees that servic
of any process, summons, notice or document bytergid mail (return receipt requested and firsssclzostage prepaid) to the
respective addresses set forth in Section 9.2 bhaffective service of process for any Actiom@amnection with this Agreement or the
transactions contemplated by this Agreement. Ngthirthis Section 9.9 shall affect the right of ararty to serve legal process in any
other manner permitted by law.

9.10 Specific Performance. The parties recognize and agree that if forraagon any of the provisions of this Agreementnate
performed in accordance with their specific termare otherwise breached or violated, immediateimagarable harm or injury would be
caused for which money damages would not be anuatiegemedy under Applicable Law. Accordingly, epalty agrees that, in addition to
all other remedies to which it may be entitled teatthe parties is entitled to a decree of spegiéirformance, and each of the parties shall
further be entitled to an injunction restraining aiplation or threatened violation of any of th@yisions of this Agreement without the
necessity of posting a bond or other form of séguhn the event that any Action should be broughaquity to enforce any of the provisions of
this Agreement, no party will allege, and eachyhgreby waives the defense, that there is an adegemedy under Applicable Law or tha
award of specific performance is not an appropriateedy for any reason at law or equity.

9.11 WAIVER OF JURY TRIAL. EACH OF THE PARTIES HERETO IRREVOCABLY WAIVESMY AND ALL RIGHT TO
TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT & OR RELATING TO THIS AGREEMENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY.

9.12 Assignment. Neither this Agreement nor any of the rightéefests or obligations arising under this Agreetnsball be directly ¢
indirectly assigned, delegated sublicensed or tearesd by any of the parties (whether by operatiblaw or otherwise), in whole or in part, to
any other Person (including any bankruptcy trusta#jout the prior written consent of the othertjees; provided, however, that Fund
Holdings shall have the right to assign any ofigbts or obligations hereunder to Management hhgsliand shall be permitted to assign an
all of the Merger Sub Common Units to Managemeritiigs, in each case, without the need for consent any other party frovidedthat
Fund Holdings shall remain liable for all obligatohereunder to the extent not performed by Manageimoldings). Subject to the preceding
sentence, this Agreement shall be binding uponeitmthe benefit of and be enforceable by theigmend their respective successors and
assigns.

9.13 Expenses. Subject to the provisions of Section 8.2, alits and expenses incurred in connection withAgreement and the
transactions contemplated by this Agreement anetllyeshall be paid by the party incurring such eges, except that those expenses incurre
in connection with filing, printing and mailing thegistration Statement and the Proxy Statemediu@ing filing fees related thereto) will be
shared equally by Fund Holdings and the Company.

[ Remainder of Page Intentionally Left Blank; SigmatBage Followg
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IN WITNESS WHEREOF, the parties have exeduhis Agreement as of the date first written &ov

KKR & CO. L.P.

By: KKR Management LLC,
its general partne

By: /s/ DAVID SORKIN

Name: David Sorkin
Title: General Counsel & Secreta

KKR FUND HOLDINGS L.P.

By: KKR Fund Holdings GP Limited,
a general partne

By: /s/ DAVID SORKIN

Name: David Sorkin
Title: Director

COPAL MERGER SUB LLC

By: /s/ DAVID SORKIN

Name: David Sorkin
Title: General Counsel & Secreta

KKR FINANCIAL HOLDINGS LLC

By: /s/ NICOLE J. MACARCHUK

Name: Nicole J. Macarchu
Title: General Counse

[Signature Page to Agreement and Plan of Merger]




List of Schedules Omitted from the Merger Agreer

Pursuant to Item 601(b)(2) of RegulatioK She schedules to the merger agreement includéus Annex A have been omitted. A list
briefly identifying the contents of the omitted schiles is set forth below. The registrant agredsrtush supplementally a copy of any omitted
schedules to the Securities and Exchange Commisgion request.

Parent Disclosure Schedule:

Section 3.2
Section 3.3(b
Section 3.4(d

Power and Authorit
Capitalization of Parent and Merger S
Conflicts; Consents and Approvi

Section 3.¢ Litigation

Section 3.1: Undisclosed Liabilitie:

Section 3.1¢ Knowledge of the Parent Partit
Section 6.1 Conduct of Parent's Operatic
Section 9.3(i Knowledge

Company Disclosure Schedule:

Section 4.Z Subsidiaries

Section 4.4 Capitalization of the Compar
Section 4.1¢ Contracts

Section 4.2( Insurance

Section 6.2 Conduct of the Company's Operatic
Section 9.3(i Knowledge
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Annex B
[LETTERHEAD OF SANDLER O'NEILL & PARTNERS, L.P.]
December 16, 2013

Transaction Committee of the Board of Directors
KKR Financial Holdings LLC

555 California Street, 50 Floor

San Francisco, CA 94104

Ladies and Gentlemen:

KKR Financial Holdings LLC (the "CompanyRKR & Co L.P. ("Parent"), KKR Fund Holdings L.PHunds") and KKR Merger
Sub LLC ("Merger Sub" and collectively with Paramd Funds, the "Parent Parties") will enter intcAgneement and Plan of Merger dated as
of December 16, 2013 (the "Agreement") pursuanthch Merger Sub will be merged with and into then@any (the "Merger"), with the
Company surviving the Merger as a subsidiary ofdsuPursuant to the terms of the Agreement, eaate <if Company common stock issued
and outstanding prior to the effective time shatbanatically be converted into the right to receaveumber of validly issued fully paid and
nonassessessable Common Units (the "Parent Commitsi)equal to the Exchange Ratio (the "Merger €lderation"). The Exchange Ratio
is equal to 0.510. Cash will be paid in lieu of dractional Parent Common Units. Capitalized tetrsed herein without definition shall have
the meanings assigned to them in the Agreementofftex terms and conditions of the Merger are nigig set forth in the Agreement. You
have requested our opinion as to whether the MéZgeasideration is fair, from a financial point aéw, to the holders of Company common
stock.

Sandler O'Neill & Partners, L.P., as pdiit®investment banking business, is regularlyagrggl in the valuation of financial institutions
and their securities in connection with mergers arglisitions and other corporate transactionsohmection with this opinion, we have
reviewed, among other things: (i) the Agreemeiitc@rtain publicly available financial statemeatsl other historical financial information of
the Company that we deemed relevant; (iii) cenpaiblicly available financial statements and othstdrical financial information of Parent
that we deemed relevant; (iv) publicly availableama@nalyst earnings estimates for the Companyhéoy¢ars ending December 31, 2013 and
December 31, 2014 and a publicly available meatysigrowth estimate for the years thereafter anelsich case as discussed with the senior
management of the Company; (v) publicly availabeamanalyst economic net income estimates for Phrethe years ending December 31,
2013 and December 31, 2014 and a publicly availaig@an analyst growth estimate for the years themeahd in each case 