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The information in this prospectus is noicomplete and may be changed. We may not sell thesecurities until the registration statement
filed with the Securities and Exchange Commissiorsieffective. This prospectus is not an offer to $ehese securities and it is not
soliciting an offer to buy these securities in anjurisdiction where the offer or sale is not permited.

SUBJECT TO COMPLETION, NOVEMBER 13, 2007

[<KIKIR

Common Units
Representing Limited Partner Interests

PRELIMINARY PROSPECTUS

This is the initial public offering of oeommon units, which represent limited partner ie$és in our partnership. We are selling all of the
common units in this offering. None of our existiogners is selling any common units or will othessvreceive any of the net proceeds from
this offering.

Prior to this offering, there has been nblig market for our common units. We expect thbljguoffering price will be between
$ and $ per common unit. We idtémlist our common units on the New York StoclcEange under the symbol "KKR."

Investing in our common units involves a high degme of risk. See "Risk Factors" beginning on page 3af
this prospectus. These risks include the following:

. We are managed by a general partner, which we tef&s our Managing Partner, and do not have ourdivectors or officers.
Unlike the holders of common stock in a corporatiomr unitholders will have only limited voting hgs and will have no right
elect or remove our Managing Partner or its dinectonmediately following this offering, our prinzls will generally have
sufficient voting power to determine the outcomewy matters that may be submitted for a vote ofumitholders.

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

. Legislation has been introduced that would, if ¢ée@dcpreclude us from qualifying as a partnersbipdf.S. federal income tax
purposes under the rules governing publicly trgakdnerships and would require that we be treasesl@rporation for U.S.
federal income tax purposes. Separately, legisidtas been introduced that would, if enacted, tresime received by a partner
with respect to an investment services partnerisitgpest as ordinary income received for the pentorce of services. If the
above or any similar legislation or regulation werde enacted and apply to us, we would incur gri@ increase in our tax
liability that could result in a reduction in thalue of our common units.

Per Common Unit Total
Initial public offering price $ $
Underwriting discount $ $
Proceeds, before expenses, to us $ $
To the extent that the underwriters selferthan common units, the underwritersehifre option to purchase up to an
additional common units from us at théiahipublic offering price less the underwritingsdount.

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



The underwriters expect to deliver the camranits to purchasers on or about , 2007.

Morgan Stanley Citi

The date of this prospectus is 0Q7R2
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You should rely only on the information tained in this prospectus or in any free writinggpectus we may authorize to be delivered to
you. Neither we nor the underwriters have authdrimeyone to provide you with additional or differ@formation. We and the underwrite
are offering to sell, and seeking offers to buy, cammon units only in jurisdictions where offerdasales are permitted. The information in
this prospectus is accurate only as of the datkisfrospectus, regardless of the time of deliwdrhis prospectus or any sale of our common
units.

We have prepared this prospectus usingr@euof conventions, which you should consider wiegding the information contained
herein. Unless the context suggests otherwisereredes in this prospectus to "KKR," "we," "us," fband "our partnership” refer:

. prior to our reorganization into a holding compaiucture, to the KKR Group, which comprises certainsolidated and combined
entities under the common control of our seniongipals, and




under the common ownership of our principals anthgeother individuals who have been involved im business, whom we refer to
collectively as our existing owners; and

. after our reorganization into a holding companydaitire, to KKR & Co. L.P. and its consolidated sdizsies, which will continue to k
under the common control of our senior principals.

The KKR Group is considered our predecefmosiccounting purposes and its combined finarstatements will be our historical
financial statements following our reorganizatiord dhis offering. We will not acquire all of thetémests in the KKR Group in connection with
our reorganization and, accordingly, the combinedrfcial statements of the KKR Group may not beécative of the results of operations and
financial condition that we will have following tttmmpletion of this offering. In addition, we wilbt be allocated any of the capital
contributions made by the general partners of ond$ prior to the completion of our reorganizatima this offering or any returns generated
on those contributions. See "Organizational StmegtiUnaudited Pro Forma Financial Information‘tldiManagement's Discussion and
Analysis of Financial Condition and Results of Cgiems."

References in this prospectus to "KFN"tarEKR Financial Holdings LLC, a publicly tradededit strategy fund whose limited liability
company interests are listed on the New York Stxéhange under the symbol "KFN."

References in this prospectus to our (ilntppals" are to our senior investment and othefgssionals who hold interests in our Group
Partnerships and (ii) "senior principals" are tosth identified as senior principals in "Business—pliyees.” References in this prospectus to
our "traditional private equity funds" are to ouiviate equity funds other than KKR Private Equityéstors (our private equity-oriented
permanent capital fund).

In this prospectus, we also periodicalfigréo our "assets under management,” which repteéke assets as to which we are entitled to
receive a fee or carried interest. We calculateatheunt of assets under management as of any sigtte aum of:

. the fair value of the investments of our traditiopdvate equity funds and our carry-paying co-istveent vehicles plus the
capital that we are entitled to call from investiorsur traditional private equity funds with respé& their unfunded capital
commitments;

. the net asset value, or "NAV," of KKR Private Eguitvestors and the KKR Strategic Capital Fundg (btee private side-by-
side credit strategy funds);

. the equity of KFN; and

. the capital raised by structured finance vehidhes e manage.

You should bear in mind that our calculatid assets under management may differ from ttoailedions of other asset managers and,
result, our measurements of our assets under margsgenay not be comparable to similar measureepted by other asset managers. Our
definition of assets under management is not basexhy definition of assets under management shedtiforth in the agreements governing
the investment funds that we manage. See "Privagib@yEValuations and Related Data” for more infotiom

Unless indicated otherwise, the informafineiuded in this prospectus assumes no exercisbeoynderwriters of the option to purchase
up to an additional common units from od that the common units to be sold in this offgrnivill be sold at a price of $ per
common unit, which is the midpoint of the pricegarindicated on the front cover of this prospectus.




CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This prospectus contains forward-lookiregesnents, which reflect our current views with extgo, among other things, our operations
and financial performance. You can identify thessvird-looking statements by the use of words ssctoutlook,” "believe,” "expect,”
"potential,” "continue,” "may," "should," "seek,dgproximately,” "predict,” "intend,” "will," "plafi,"estimate," "anticipate" or the negative
version of these words or other comparable wordsy&rd-looking statements are subject to variosissrand uncertainties. Accordingly, there
are or will be important factors that could caustial outcomes or results to differ materially frtimose indicated in these statements. We
believe these factors include, but are not limtedhose described under "Risk Factors" and "Mansnt's Discussion and Analysis of
Financial Condition and Results of Operations."Sehfactors should not be construed as exhaustivsfaould be read in conjunction with the
other cautionary statements that are includedignptospectus. We undertake no obligation to plyblipdate or review any forward-looking
statement, whether as a result of new informafisioyre developments or otherwise.

MARKET AND INDUSTRY DATA

This prospectus includes market and inguddita and forecasts that we have derived frompiadédent reports, publicly available
information, various industry publications, otheibpished industry sources and our internal dataemtichates. Independent reports, industry
publications and other published industry souragegally indicate that the information containeer#in was obtained from sources believe
be reliable. Our internal data and estimates asedapon information obtained from investors in founds, trade and business organizations
and other contacts in the markets in which we dpeaad our understanding of industry conditionshédigh we believe that such information
is reliable, we have not had this information viedfby any independent sources.




SUMMARY

This summary highlights information contained elsere in this prospectus and does not contain @littiormation you should consider
before investing in our common units. You shouddi this entire prospectus carefully, including #eetion entitled "Risk Factors" and the
historical financial statements and related noteduded elsewhere herein, before you decide testrieour common units.

Our Company

Founded in 1976, we are a leading glokat@tive asset manager. Our more than 400 empdpiresuding more than 150 investment
professionals, are led by our founders, Henry Kavid George Roberts, who are pioneers of thedgedrbuyout industry. Our history of
landmark achievements in private equity includesfitst leveraged buyout in excess of $1 billioeveral of the largest leveraged buyouts
announced worldwide to date, the first buyout piialic company by tender offer and the largestiaged buyouts completed or announced in
each of the United States, the Netherlands, Dennradia, Australia, Turkey, Singapore and France. hdve continued our history of
innovation by establishing new debt and public ggsirategies that leverage the power of our baamtithe intellectual capital in our private
equity business.

Today, through our offices in New York, Me®ark, San Francisco, London, Paris, Hong KoryBokyo, we sponsor and manage funds
that make investments worldwide in private equitg debt transactions on behalf of third-party ineesand our firm. We also manage
substantial investments in public equity. During 8liyyear history, we have raised 16 funds and receapguoximately $59.7 billion of capit
and capital commitments from investors. We havevgrour assets under management significantly, mpproximately $18.3 billion as of
December 31, 2002 to approximately $54.4 billiom&3dune 30, 2007, representing a compounded agnosath rate of 27.4%. Of our total
assets under management, approximately $7.0 bilipermanent capital," which is not required &rbturned to investors and is able to be
re-deployed as investments are realized.

Our business is organized into two segmemigate equity and credit. Our private equity et comprises six private equity funds that
have a finite life and investment period, whichneter to as our traditional private equity fundsd &KR Private Equity Investors, our private
equity-oriented permanent capital fund, whichsseld on Euronext Amsterdam and has a perpetudaéegis and investment period. The
general partners of our traditional private eq#ityds are generally required to make minimum capaeanmitments to the funds of 2% to 3%
of a fund's total capital commitments. In additioar principals and other qualifying employees@anitted to invest and have invested their
own capital in side-by-side investments with oadttional private equity funds.

Our credit segment comprises the KKR Sgriat€apital Funds, a group of three private crettdtegy funds, and KKR Financial
Holdings LLC, or KFN, a credit strategy fund listed the New York Stock Exchange. Although our ppats have invested capital in our
credit strategy funds in their personal capacitieshave not made any direct capital contributionthose funds as a general partner or fund
manager. However, we have received restricted stzar@ options of KFN as a component of compensédiomanagement services provided
to the fund. As a result of these arrangementd)ele restricted shares and options representirtg 8fIKFN's outstanding shares on a fully
diluted basis as of June 30, 2007.

We earn ongoing management fees for progidianagement and other services to our privatigéyegpd credit strategy funds as well as
transaction, monitoring, incentive and other pa&riees in connection with our investments. Weaarn investment income from investing
our own capital alongside fund investors and framaarried interest in fund investments, which jleg us with a disproportionate share of
the investment gains generated on third-party ahpivested by our private equity funds.

1




In connection with this offering, we wilbmplete a series of transactions pursuant to wdictbusiness will be reorganized into a holding
company structure. Following our reorganization #rs offering, we will have a right to the managet transaction, monitoring and other
fees from our existing and future private equityda and their portfolio companies. In addition, wit have the right to carried interest earned
by the general partners of our existing and fuprireate equity funds (other than the 1996 Fund eantier funds) as well as any returns
generated on capital contributions made by the gépartners of these funds after the completiothisf offering. We will also have a right to
the management, incentive and other potentialffamanaging our existing and future credit strgtkmds as well as incentive fees from tt
funds.

We are also selectively pursuing opportesito develop new investment structures and prtsdbat we believe will help us increase the
amount of managed capital that we are able to comenmdividual transactions, grow our assets umdanagement and capture additional
income streams.

Our Investment Approach

We approach our business and our invessBranindustrialists. We seek to invest in high ipabmpanies that have strong business
franchises, attractive growth prospects, leadingkaigpositions and the ability to generate supaeturns. When we make investments, we
partner with highly motivated management teamseigh and implement strategic and operational ckmtitat create value in the businesses
we acquire and we align our interests with othaketholders by putting our own capital at risk. Vééidve that our leading position in the
alternative asset management industry is due tetthtegies we have created for sourcing investsreamd creating value for stakeholders.

Sourcing Advantage

We source new investments through our iiatledieal generation strategies and business neddtiijps with leaders in the business and
financial communities. We believe that we have mber of advantages for sourcing investments tHfdrdntiate our firm. These advantages
include:

. Industry Team Focus Our investment professionals are organizedgiabal industry teams. Each team conducts its own
primary research and is responsible for developifigt of industry themes and trends, identifyimgnpanies that will benefit
from those themes and trends, determining whichpaomes would make an attractive investment andilmgjirelationships witl
industry leaders and management teams. ThroughdHheof our industry teams, we have developed ailget understanding of
the economic drivers, inherent risks and opporiesifor value creation across the industries inciviwve invest.

. Direct Contacts with Business Leadel We have consistently focused on making investsim large companies. Over ¢
31-year history, we have focused on cultivatingdirelationships with key decision-makers at magnpanies throughout the
world, which often provides us with direct investmepportunities. We believe that we currently hdirect relationships with
the chief executive officers or members of the eanf directors of two-thirds of the companiesha §&P 500 and the S&P
Global 100.

. Strong Relationships with Financial Leader We actively cultivate our relationships with joranvestment banking firm
and other financial intermediaries and are amongedHirms' most significant clients. We believe mepeated and consistent
dealings with major financial services firms ovdoag period of time, and our completion of a sfigaint number of large
transactions, have led to our being one of the piasties considered for potential investments.

By combining our industry team efforts withr established network of relationships, we lveliee have a differentiated capability to
source investments in large global companies.




Value Creation

We have developed an institutionalized pssdfor creating value in the companies in whichinwest by focusing on the operational and
strategic aspects of their businesses. We ardenpatvestor and we have consistently approachedranagement of our investments with the
goal of creating value over the long-term rathanthealizing short-term gains through rapid disfpmss. Our value creation process begins
before we commit to make an investment and consinunil the investment is fully realized. Importaoimponents of this process include:

. Operationally Focused Investment Professione Our investment professionals focus on the djmera of our portfolio
companies and the ways in which we can improve thesinesses. Given our operational focus, ouuitieg efforts have
emphasized hiring executives with significant ofiagaexperience, including former chief executifioers, chief financial
officers and managers of companies operating iida vange of industry sectors.

. Capstone Consultante  Our value-creation efforts are supported bysBape Consulting, a team of approximately 30
operational consultants who work exclusively witlr mvestment professionals and portfolio compar@sgpstone works to
address issues relating to top-line growth, cositrapation, efficient capital allocation and otta#rallenges and opportunities
that arise during the life of an investment.

. Senior Advisors To complement the expertise of our investmeotgssionals and operational consultants, we hategned ¢
team of 20 senior advisors who have held leadirgitipos in major corporations and public agenciesldwide. Our senior
advisors provide us with additional operational atrdtegic insights, serve on the boards of outf@ar companies, help us
evaluate individual investment opportunities angisiour portfolio companies with operational migtte

. Disciplined Value Creation Proces Before we invest in a company, our investmeafgssionals identify the measures we
will take to create new value for stakeholders.&mse we believe that value creation must begin thanfirst day of an
investment, our investment professionals and Capgboepare "100-Day Plans” for investments thatibgpecific changes our
portfolio company managers, investment profess®aatl operational consultants will implement dutimg first 100 days
following our investment to drive value creatione\WWosely monitor our investments during and afterfirst 100 days with the
goal of measuring progress, identifying additioogportunities for value creation and addressingissiyes or challenges that
may arise.

Private Equity

We are a world leader in private equityyihg sponsored and managed 14 private equity fthetshave received more than $57.1 billion
of capital and capital commitments during ouny@kr history. Our private equity funds focus oneisting in large capitalization companies.
believe this focus allows us to invest in indudegeding franchises with global operations, attreatld class management teams, deploy large
amounts of capital in individual transactions aptirnize amounts of income that we earn on a pasaation basis. Our approach leverage:
capital base, infrastructure, skill set, globamleak and industry and operating expertise, whichbekeve sets us apart from others.

Our current private equity portfolio corsisf 42 portfolio companies with more than $180dn of annual revenues and more than
800,000 employees worldwide. These companies aedda more than 12 countries and operate in niname 12 industries, which provides us
with broad and deep industry and operating experiife following charts present information conaggrthe amount of capital invested by
1996 Fund and subsequent traditional private eduitgs by geography and industry from the timehef 1996 Fund's first investment through
June 30, 2007. The predecessor combined finartei@sents included in this prospectus consolidael 96 Fund and subsequent traditional
private equity funds. We




will not, however, acquire interests in the 199@&é&wr prior funds in connection with our reorgatiaa and this offering.

Dollars Invested by Geography Dollars Invested by Industry
(1996 Fund and Subsequent Funds as of June 30, 2p07 (1996 Fund and Subsequent Funds as of June 30, 2p07
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Emargy, 2.6%

Technaology, 11.3% Financial Services, 7.00%

B icatin Care, 9.3%
Manh Amenca Redail, 12, 1% ¥

46.9% S Hotel Leisure, 3.2%
1
Europa ; / i
47.1% Recycling, 1.4% %
Industriats, 19 8%
Media, 20.4%

When we make private equity investmentsadigere to a disciplined investment approach #helksto generate large multiples of
invested capital and attractive gross internalksrafaeturn, or IRRs, by focusing on fundamentald enplementing operational and strategic
changes that allow us to create and realize lorg-t&lue in our portfolio companies. We place digant emphasis on selecting high-quality
investments that may be made at attractive prigesging with management to design and implemenhgka that drive value creation, and
making informed decisions when developing investnesit strategies.

The following charts present informatiomcerning the amount of capital invested and theuantsoof realized and unrealized returns
generated by our traditional private equity funasrf our inception through June 30, 2007.

Amount Invested and Total Value Realized and Unrealized Valug
$80.0 576.5
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T s400 4 £56,58n
E
2 52300
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500

Amount Irvsesied Total Vadie

From our inception through June 30, 20Qif frst ten traditional private equity funds (repenting all of our private equity funds that
have invested for at least 30 months) achieved ltipieuof invested capital of 2.8x and a cumulatjress IRR of 26.3%, compared to the
13.7% gross IRR achieved by the S&P 500 Index thvesame period. The table below presents infoomats of June 30, 2007 relating to the
historical performance of each of our traditionaVvate equity funds since our inception, which vedidve illustrates the benefits of our
approach to making private equity investments. This does not reflect acquisitions or disposalawd#stments, changes in investment values
or distributions occurring after June 30, 2007.

We encourage you to review the cautionatg felow for a description of reasons why thertitesults of our private equity funds may
differ from the historical results of our privatguety funds. You




should also see "Private Equity Valuations and Rdl®ata" for a description of how the values ia thble below were calculated.

Amount Fair Value of Investments
Multiple of

Gross Invested

Private Equity Funds(1) Committed Invested Realized Unrealized Total IRR Net IRR Capital
($ in millions)

Historical Excluded Funds(2
1976 Func $ 31% 31 % 537 $ — $ 537 39.5% 35.% 17.2
1980 Func 357 357 1,82¢ — 1,82¢ 29.(% 25.&% 51
1982 Func 32¢ 32¢ 1,29( — 1,29( 48.1% 39.2% 3.6
1984 Func 1,00( 1,00( 5,96: — 5,96: 345% 28.%% 6.C
1986 Func 672 672 9,081 — 9,081 34.8 28.%% 13.t
1987 Func 6,13( 6,13( 14,74¢ 27C 15,01¢ 12.2% 9.0% 2.5
1993 Func 1,94¢ 1,94¢ 4,12¢ 36 4,16( 23.% 16.&% 21
1996 Func 6,012 6,012 10,53t 1,92¢ 12,46 18.% 14.(% 2.1
Included Funds(3)
European Fund (1999)( 3,08t 3,08t 3,99 4,341 8,33¢ 32.8 24.1% 2.7
Millennium Fund (2002 6,00( 5,88¢ 4,35¢ 7,46¢ 11,82¢ 52.2% 39.&% 2.C
European Fund Il (2005)(5)( 5,67( 3,97¢ 35 4,39( 4,42F * * *
2006 Fund(6 16,62¢ 1,57¢ — 1,57¢ 1,57¢ * * *
Asian Fund (2007)(€ 4,00( — — — — * * *
Total Funds(6 $ 51,85¢ $ 31,007 $ 56,48¢ $ 20,00¢ $ 76,49¢ 26.2% 20.2% 2.8
Total Funds in Accounting
Predecessor(1)(C 41,39 $ 20,537 $ 18,92( $ 19,70 $ 38,62¢ 24.% 19.1% 2.2

&+ B

Total Included Funds(¢ 35,38( $ 14,52t $ 8,38t $ 17,777 $ 26,16: 38.5% 29.7% 2.2

1) The predecessor combined financial statementsdediin this prospectus consolidate the 1996 Fuddsahsequent traditional prive
equity funds. We will not acquire interests in #1896 Fund and prior funds in connection with owrganization and this offering,
because the general partners of those funds aexpetted to receive meaningful proceeds from éuntbalizations. In addition, we w
not be allocated any of the capital contributioredmby the general partners of our funds priohéocompletion of our reorganization
and this offering or any returns generated on tlosgributions. See "Organizational Structure" dddaudited Pro Forma Financial
Information."

(2)  The last investment for each of the 1976 Fund 1880 Fund, the 1982 Fund, the 1984 Fund and thé EQ8d was liquidated ¢
May 14, 2003, July 11, 2003, December 11, 199%, T4} 1998 and December 29, 2004, respectively.IB8¥ Fund and the 1993
Fund currently each have one investment, andidiknown when those funds will be liquidated. e tase of the 1976 Fund and the
1980 Fund, the last distributions made to fund stees occurred on May 17, 2002 and December 148),188pectively.

3) The Included Funds represent the funds in whiclwilleacquire an interest in connection with our mganization and this offering.

(4)  The European Fund's capital commitments include-denominated commitments of €196.5 million. Weéawnverted these amounts
into U.S. dollars based on the exchange rate gnegain the dates on which capital was called.

(5)  The European Fund II's capital commitments inclede-denominated commitments €2,597.2 million. We have converted the

amounts into U.S. dollars based on the exchangepratailing on (i) the dates on which capital waked in the case of funded
commitments and (ii) June 30, 2007 in the casenfiinded commitments.
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(6) The gross IRR, net IRR and multiple of investeditehpre calculated based on our first ten tradaigrivate equity funds, whic
represent all of our private equity funds that henested for at least 30 months. The European Hutige 2006 Fund and the Asian
Fund have not invested for at least 30 months. Mgeefore have not calculated gross IRRs, net IRRswaultiples of invested capital
with respect to those funds.

©) The gross IRR, net IRR and multiple of investeditedyfor the Accounting Predecessor are calculatskd on the 1996 Fund, Europ
Fund and Millenium Fund, which represent the fuimdthe Accounting Predecessor that have investedtflzast 30 months.

(8) The gross IRR, net IRR and multiple of investeditedjor the Included Funds are calculated basetherEuropean Fund a
Millenium Fund, which represent the funds in thelliled Funds that have invested for at least 3Ctinson

Additionally, because our private equitypsagach has produced significant distributions far fund investors, we believe that it has been
an important contributor to the extended relatignsithat we have developed with our investor b@ike.following table presents information
concerning the total distributions made by ouritraxdal private equity funds during the periodsicaded.

Year Ended December 31,

2007
(through
Year 2002 2003 2004 2005 2006 June 30) Total
($ in millions)
Distributions to Investor $ 897 $ 3,01¢ $ 7,03t $ 3,56¢ $ 5251 % 1,311 $ 21,07¢

Since June 30, 2007, we have completediditi@nal ten acquisitions with an aggregate tratisa value of more than $135 billion. In
addition, since June 30, 2007, we have agreeddoir@ca company for €910 million with an equity aoitment of €380 million, and purchase
$342.9 million of senior convertible notes of aretbompany.

KKR Private Equity Investors, which is meflected in the foregoing tables, is an entityelison Euronext Amsterdam focused primarily
on making private equity investments through amehgside our private equity funds but with the flalkiy to make other types of opportunis
investments, including credit and public equitygatments. Unlike our traditional private equitydgnthe fund has a perpetual investment
period and is considered by us to be a permangitataehicle, in that fund investors generally act entitled to have their capital returned
of June 30, 2007, KKR Private Equity Investors hatkt asset value of $5.3 billion, which includemants invested in our traditional private
equity funds. KKR Private Equity Investors consistsn upper-tier limited partnership, which weereto as the feeder fund, that makes all of
its investments through a lower-tier limited parstep, which we refer to as the master fund, ofohhit is the sole limited partner. In
connection with the fund's formation, our seniangipals and other KKR personnel contributed $66illion of their personal capital to the
feeder fund, representing 1.3% of the equity raised we contributed $10.0 million of capital ispect of our general partner interest in the
master fund. Following our reorganization and tffering, we will have an economic interest in tfeneral partner of the master fund that will
entitle us to the carried interest and incentiva@rdiutions received with respect to the fund'edliinvestments, but we will not own any of the
foregoing equity.

Credit

We believe the intellectual capital of p@ople, our integrated global investment platford aur ability to effectively adapt our
investment strategies to market conditions allowousapitalize on investment opportunities at evergl of a company's capital structure.
Commencing in 2004, we began to actively pursue ielestments as a separate asset class and wspomwor and manage a group of private
and publicly traded investment funds that invesnprily in corporate debt investments and
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manage structured finance vehicles. These fundshwie refer to as credit strategy funds, curreatigsist of KFN, a New York Stock
Exchange-listed debt vehicle, and the KKR Strat€ipital Funds, comprised of three private cretdgttegy funds that are required to make
investments on substantially the same terms ingutimm to their respective capital commitments.

As of June 30, 2007, our credit strategydgihad approximately $9.3 billion of corporatetdebestments, $11.2 billion of residential
mortgage investments, and $274.0 million of equitsestments. We earn a management fee for managingredit strategy funds based on
amount of capital under management in each funafAlsine 30, 2007, our credit strategy funds haé BRlion of capital, of which
$1.6 billion related to KFN and consisted of perewarcapital, and our credit strategy funds curyem&nage $6.5 billion in structured finance
vehicles. We have a right to earn management f@andnaging our structured finance vehicles basetth® amount of investments under
management within each vehicle. As of June 30, 2607 management companies held restricted shacksgions of KFN representing 3.1%
of KFN's outstanding shares on a fully diluted bagihich shares and options were received as payisremanagement services.

In May 2007, KFN was restructured to allibwo reallocate a significant portion of its caito non-real estateslated investments. As p
of its effort to reduce its real estatdated investments, KFN announced on August 167 208e sale of approximately $5.1 billion of resitial
mortgage loans and the termination of related @sterate swaps, which sale resulted in a net toE$N of approximately $40.0 million. On
October 18, 2007, KFN announced that its real estatestment trust, or REIT, subsidiary consummétedestructuring of its non-recourse
assetbacked secured liquidity note facilities to extehd maturity of the notes. KFN expects that allrgka related to the restructuring of th
facilities will total approximately $250 million fdhe quarter ended September 30, 2007.

The table below presents information ratatio the historical performance of our credittgigy funds as of June 30, 2007. We encourage
you to review the cautionary note below for a diggiom of reasons why the future results of ouddrstrategy funds may differ from tt
historical results of our credit strategy funds.

Annualized
Benchmark Return

Merrill
Lynch
Assets Annualized Lehman High
Under Annualized Net Total Aggregate Yield
Inception Management Gross IRR IRR(1) Investments(2) Bond Index Index
($ in millions)
KFN(3) 200Z $ 1,610. 18.% 16.4% $ 7,145.¢ 3.2% 8.2%
KKR Strategic Capits
Funds(4) 200¢ 1,182.F 32.¢ 27.¢ 3,388.! 3.C 10.C
Total $ 2,792.¢ $ 10,534.

(1) The annualized net IRR represents the return ossted equity after giving effect to payments of agament fees, incentive fees and
carried interest, as applicable, assumes reinvestoiell distributions and excludes non-investmexpenses. Returns for the KKR
Strategic Capital Funds, which were organized ito@er 2006, have been annualized based on actuahse€from inception through
June 30, 2007 of 20.1%, which compares to acttaing for the Lehman Aggregate Bond Index and tleerii Lynch High Yield
Index of 2.2% and 7.4%, respectively, for the spewod.

2) Total investments include investments held direatlg synthetically through total rate of return pwand credit default swaps and also
includes all of the funds' pro rata interest in lioédings of a structured finance entity.

3) Excludes investments by KFN in residential mort-backed securities, which totaled $11.2 billion &3ume 30, 2007. KFN
residential mortgage investment financial resulésreot included in this table
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as KFN has announced that it intends to exit te@leatial mortgage business, which was the prirdaimer of its decision in May 2007
to convert from a REIT to a publicly traded LLC.rRbe six months ended June 30, 2007, KFN's araedhlieturn on its raised equity
capital invested in residential real estate investt® was approximately 8%.

(4)  Two of the three side-by-side funds in the KKR &gic Capital Funds we manage have been consdlitgtéhe KKR Group.
Although we receive management and incentive feemfinaging the assets held by the third side-tig-&ind in the KKR Strategic
Capital Funds, we do not hold any economic or \piivterests in it.

New Business Initiatives

Our principal growth strategy throughout éitm's 31-year history has been to expand ousteyg private equity businesses and to enter
attractive new businesses. While most of our regemwth has come from our private equity and dekiviies, we believe significant growth
opportunities exist for developing new businesasire

Public Equity

Although our funds have historically focdse private equity and debt investments, we haaeraged investments in public equity
throughout our history. Initially, our public eguiinvestments consisted of minority and structuregstments in public companies that were
made by our private equity funds. More recently, mivate equity-oriented permanent capital fund aar two credit strategy funds have
provided us with more investment flexibility thamditional private equity funds and an additiorggpital base for making equity investment:
public companies. Using this capital base, we fmeaan able to build a portfolio of public equity eaguity-linked securities that had a market
value of $1.5 billion as of June 30, 2007.

Our public equity strategies generally seeleverage the intellectual capital developethacourse of our traditional private equity
business, which may otherwise not be utilizedpfigate equity transaction is not consummated, at@rpublic equity investments. We
generally invest in companies whose market pricedelieve significantly understate the qualitytdit assets. We believe that significant
opportunities exist for us to expand our publicigqactivities and take advantage of the increasingber of suitable public equity investme
that we identify. To achieve these results, wemtgdiired additional investment personnel who hgpecialized experience in the public
equity markets.

Capital Markets Activities

Capital markets activities represent anoofymity to efficiently increase our available isment capital, capture certain financing fees
otherwise paid to third parties and earn increnmentagins on committed capital. We are currentlilding this business in the United States,
Europe and Asia with the objective of increasing dmount of third-party capital that we are abledmmit to individual transactions, thereby
growing our third-party assets under managementaptlring additional income streams. We have taepgqaerienced professionals with long-
standing investor relationships to help us build Husiness. We expect that our capital marketsities initially will focus on syndicating to a
broader base of investors a portion of the eqhiy ve commit to provide in our larger private ég@tiansactions, which we believe will help
us reduce the need to partner with large consostiofprivate equity firms on large leveraged bugoutain greater operational control over
our portfolio companies and capture a greater o the economics that are generated by our fgriequity investments. Over time, we may
expand our capital markets activities in a manhat similarly complements our other business d@wi
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Our Values

When our founders started KKR in 1976, taged buyouts were a novel form of corporate fieaWith no financial services firm to
model ourselves on and with little interest in dagyan existing formula, we sought to build a fibased on principles and values that would
provide a proper institutional foundation for yetwrsome.

We believe that our success to date has laegely attributable to our culture and values.wfe continue to grow, our future performance
will depend on both our ability to protect and rémi@ue to our culture and our willingness to hiewv people with different work experiences.
We believe that adhering to the following valuesritical to extending our record of success:

. Honesty. We believe that integrity is the value uponethall other values are built. We are honest wite another and
everyone with whom we work outside of our firm. \Weest in companies and work with people with whamare proud to
associate ourselves.

. Respect We believe a collegial culture fostering a figsiworking environment benefits our firm as a Wehd\ guiding
principle of our firm is to treat others as we wiblike to be treated. We believe in the importaotbeing fair, courteous and
respectful to all.

. Teamwork. We operate as a single worldwide team, workdaggther to create the best outcome for our firan,iovestors, th
managers with whom we partner and other stakehmlifée seek solutions that benefit the businessesiich we invest, the
people they employ and the constituencies theyes&kie maintain a "flat" organizational structurenihich our people help one
another irrespective of where an issue or oppdstuesides within our firm or our offices.

. Excellence and Innovation We strive to be the best at what we do. Weebelihat creativity is a competitive advantage
endeavor to put innovative ideas to work to sol@bfems. We are not afraid to assume prudent risks.

. Accountability. We believe in the importance of firm-wide acotability. If an investment does not perform, werdd point
fingers or assign blame. Rather, we collectiveketeesponsibility, learn from our mistakes and ioyerour performance as
individuals and as a team.

. Fortitude. We believe in having the courage to say "ncd tteal—even at a late stage—if we become uncoatfiertvith any
aspect of the transaction.

. Sharing. We share financial results throughout our famd we share the credit for our successes. Norpoerifirm claims
sole possession of any idea or successful transacti

These values are easy to write down, bid twlive by. They are, however, a healthy angdot overconfidence, internal politics and o
behaviors that could otherwise jeopardize our ltergs success. We do not intend to change our valugee way we conduct our business as a
result of this offering. Indeed, we would not begaeding with this offering if we felt that it walimove us away from our principles. We
believe that if we continue to live by these valueswill be able to maintain our industry leadepstar into the future.

Our Strengths

We believe that we possess a number aigiine that differentiate us from other alternatigéset managers and provide us with
competitive advantages for raising capital, seguiitvestment opportunities, obtaining financing i@nsactions, consummating investments,
creating value in our portfolio companies and gatieg attractive investment returns. These strenigitiude the following:

One Firm with a Global Reach and Best-in-Class Passes

With offices in seven major financial castocated on three continents, we are truly aalfibom. Our global and diversified operations
are supported by our sizeable capital base andgixtelocal market




knowledge, which allow us to deploy capital acrassimber of geographical markets in a broad rahgerapanies, industry sectors and asset
classes. As of June 30, 2007, 35% of our investmeriessionals were based outside the United Saaie@$6% of the unrealized value of our
private equity portfolio consisted of investmemsompanies outside the United States. Althougloperations span multiple continents and
business lines, we are still managed as one firtim &common culture and are focused on sharing letupe, resources and best practices
throughout our offices. We believe that operatisgaentrally managed firm that is both global div@rsified enhances the growth and
stability of our business and helps us make infarohecisions across asset classes and geographies.

Distinguished Track Record Across Economic Cyc

During our 31-year history, we have sucliglysinvested under all types of economic and ficial conditions, developing a track record
that we believe distinguishes our firm. From owreiption through June 30, 2007, our ten privatetgdunds that had invested for at least
30 months had achieved a multiple of invested ahpft2.8x and a cumulative gross IRR of 26.3%.iBy2007, we were named "Best Private
Equity Firm" byGlobal Financeand "European Large Buyout Firm of the Year"Higancial News and the KKR Strategic Capital Funds were
named "Hedge Fund Launch of the Year"Alfernative Investment News.

Alignment of Interests

One of our fundamental philosophies hasltealign our interests and the interests of aappe with those of our fund investors. Since
our inception, our investment professionals, seaé@tvisors and other executives have invested ondtied to invest more than $1.5 billion of
their personal capital in or alongside our fundsr @rincipals will not receive any of the proceddsn this offering and will collectively own
more than % of the equity in our businiessiediately following this offering. To promote Igtterm alignment of interests, the equity
directly or indirectly held by our principals anchployees will be subject to significant forfeitard transfer restrictions.

Experienced Investment Professionals and ContinuitiySenior Leadershiy

We have built our firm with the intellectuapital of our people, and we are guided dailyth®y diversity, depth and breadth of their
collective knowledge and experience. Our investnpeoftessionals, who are led by our founders, H&ravis and George Roberts, have
demonstrated an ability to address the challenfjegatical markets by effectively adapting our istment strategies, financial structures and
operational resources to existing market conditisrtgch provides us with a significant competitagvantage.

Focus on Value Creation

We have developed an institutionalized psscfor creating value in our investments. As padur effort, we utilize the services of
Capstone Consulting, a team of operational constsltdat works exclusively with our investment gsdionals and portfolio company
management teams, and we are advised by a gragnmfr advisors that includes former chief exeasiof a number dfortune 500
companies. Our investment professionals, senicisadvand consultants work with our portfolio comies to address financial and operatit
issues in order to drive value creation.

Long-Standing Investor Relationships

Over our 3ear history, we have established strong relatipsshvith investors that have allowed us to raigmigicant amounts of capit
for investment in a broad range of asset classessfudd investors consist of a diversified groupgofme of the largest public and private
pension plans, global financial institutions, uméity endowments, funds of funds and high net wortlividuals, many of whom have invested
with us for decades across multiple funds. Moremdg, we have expanded our investor base to
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include public market investors, such as mutuatifuand hedge funds, through the listing of twowffands.
Long-Term Capital Base with a Significant Amount of Peanent Capital

As of June 30, 2007, we had $54.4 billibassets under management, making us one of thestaindependent alternative asset man:
in the world. These assets were invested or avaifab investment in private equity, debt and palglguity transactions and include assets held
by two listed permanent capital funds that are &blgrow organically through continuous investmamd reinvestment of capital.

Proven Ability to Innovate

We pioneered the development of the levedtdiuyout and have worked throughout our historgreating innovative financing structures
that allow us to compete aggressively for transastiwhile maintaining ongoing financial flexibilitiost recently, we have grown our
permanent capital base and diversified our oparatibrough the establishment of two innovative @eremt capital vehicles that have the
flexibility to invest across asset classes.

Despite these strengths, an investmentiirtommon units involves substantial risks and wag&ies, including those discussed under "—
Investment Risks," "—Cautionary Note Regarding étisal Fund Performance" and "Risk Factors."

Our Growth Strategy

We believe the "KKR" name is associatedchwtite successful execution of many of the largegtmost complex private equity
transactions worldwide; a focus on operational eateation; a strong investor base; a global ndéwbstrong business relationships; a
reputation for integrity and fair dealing; and atiiguished track record of generating attractivestment returns. We intend to leverage the
strength of our brand as we seek to grow our basine

Deliver Attractive Returns Through Strong InvestmeRerformance

We intend to adhere to the disciplined stieent approach that we have developed over oyead history, focusing in particular on
driving value creation from the time an investmisnnade. We believe that by maintaining investnaiéstipline and taking a "hands-on"
approach to our investments, we will be best pms#d to continue to generate attractive returngdorfunds and create lorigrm value for ou
unitholders.

Grow Globally Across Existing Asset Classes

We intend to continue making private eqaity debt investments in North America while insieg such investments in Europe and Asia
and building out our public equity and debt openagiin all three regions. Since October 2005, we aised five new funds that received
approximately $32.6 billion of capital and capitainmitments from investors, including approximatg®y1 billion of permanent capital and a
new $4.0 billion private equity fund that is focdsan investment opportunities in Asia.

Selectively Pursue Opportunities to Expand Our Istment Structures and Produc

We believe that opportunities exist to depeand sponsor new investment vehicles and stregtand to raise new types of funds that
allow us to deploy a greater amount of managedaldpiour investments and thereby capture a gresht@re of the economics generated by
these investments. To support these initiativesargecurrently developing a capital markets busmeshe United States, Europe and Asia,
which we believe will broaden our investor base pralide us with new alternatives and capabiliteegrow our business.
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Maintain Our Long-Term Focus

We have consistently approached the manageaf our business and our investments with tted gbcreating and realizing value over
the long term and we intend to maintain this léegn focus after we become a public company eveuagh this may lead to increased volat
in our results from period to period. We do noeird to permit the short-term perspectives of souidip market investors to influence our
decision making or our duties or commitments testors.

An investment in our common units involgedstantial risks and uncertainties, including ¢hdiscussed under "—Investment Risks," "—
Cautionary Note Regarding Historical Fund Perforogdrand "Risk Factors."

Why We Are Going Public

None of our existing owners is selling @eynmon units in this offering or will otherwise edee any of the net proceeds that we raise.
decision to go public is based on our conclusia the offering will benefit our firm and stakehetd over the long term by enabling us to
grow in a manner that complements our businessgmarticular, we are going public for the followingasons:

. We Want to Leverage Our Industry and Company ReséaEfforts by Building New Businesse We believe that significant
opportunities exist for us to build new businedsgeteveraging the intellectual capital of our fiand increasing the utilization
our people. While our private equity teams conduatepth research and have developed specific viewsends and
participants in their industries, a large numbeowf private equity efforts do not result in actpealate equity transactions.
Historically, when we were unable to complete agie equity transaction, much of the work that \ed bompleted remained
unutilized. With our integrated efforts in debt gnblic market investing, we have in recent yeasrbable to leverage the wc
and contacts of our private equity teams and depdmjtal behind our ideas. We believe that becoraipgblic company will
enable us to invest more heavily behind theseitiesvand the ideas that we develop in the norroatse of our business.

. We Want to Reduce Our Reliance on Third Party Soesmf Capital.  Since our inception, we have completed or anoed
more than $413 billion in private equity transagtipwhile investing or agreeing to invest approxiha$45 billion of our own
funds' equity in those transactions. The balanddefinancing consisted of debt and equity that syndicated to others,
including other private equity firms. We recentyihched a new capital markets initiative to captugeeater share of the
economics in the transactions we originate ancease the operational control that we are able éocése over our private equ
investments. We expect to expand these capitaletmdctivities utilizing a portion of the proceddsm this offering.

. Going Public Will Provide Us with a Currency for Rential Future Acquisitions. We believe that our strong brand nam
the financial services industry will support growitinough acquisitions or combinations with simiastrong franchises that will
complement our existing activities. By adding otwducts and brand to the products of acquired coiepawe believe we will
be well positioned to create significant valuedar stakeholders. While we do not have any cumeqtisition plans, becoming
a public company will provide us with a currencgttive may use to pursue those alternatives wheactitte opportunities aris

We place a strong emphasis on our cultodecar values, and we intend to continue to operatdirm in the same manner we have
throughout our 31-year history. In structuring tbifering, we have sought to preserve and enhauceuwdture and values by continuing the
approach we have followed over time for compengadind managing our people. Our founders and ottigeipals do not want our people to
be advantaged or disadvantaged as a result oftifheior tenure at our firm at the time we complétis offering.
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Investment Risks

An investment in our common units involgebstantial risks and uncertainties. Some of theeraignificant challenges and risks relating
to an investment in our partnership include:

. risks associated with our susceptibility to ecoroamd financial conditions, including recent digiops in the credit markets
that have increased the cost of financing leverdysaut transactions;

. our dependence on our principals, including ountters and other key personr

. the volatility of our net income and cash flow;

. our ability to attract, retain and motivate higlatity employees who will bring value to our opeoats;

. our ability to develop and sponsor new investmeticles and structures, including-investment vehicles, and to raise n

types of funds;
. the strain on our resources due to the requirentdriising a public entity;

. the potential for our investments to underperfonhich would cause a decline in our net income ashdlow, and coul
obligate us to repay some carried interest thapregiously received,;

. competition in the asset management industry;

. the limited ability of our unitholders to influendecisions regarding our business;

. the historical returns of our funds may not be gatiive of the future results of our fun

. extensive regulation of and the possibility of emsed regulatory focus on our businesses;

. the valuation methodologies for certain assetainfunds are subject to significant subjectivity;

. potential conflicts of interest among our Managitaytner, its affiliates and u

. our dependence on leverage in making investmartkiding the inherent sensitivity of leveraged istveents to advers

economic, market and industry developments;

. the illiquidity of investments made by our funddjieh may require us to hold investments for a abersible period of time;

. potential costs and liabilities associated witigéition brought by investors in our funds and shalders in companies th
we acquire;

. our emphasis on private equity investments thahareng the largest in the industry, which involheetigular risks and

uncertainties; and

. our investment in companies that are based outdittee United States.

In addition, members of the U.S. Congresgelintroduced legislation that would, if enacteeclude us from qualifying for treatment as a
partnership for U.S. federal income tax purposeteuthe publicly traded partnership rules. Sepbrateembers of the U.S. Congress have
introduced legislation that would, if enacted, tieaome received for performing investment managetnservices as ordinary income received
for the performance of services, which would alsecfude us from qualifying for treatment as a penghip for U.S. federal income tax
purposes. If any of these pieces of legislatioaror similar legislation or regulation were to baeted and apply to us, we would incur a
material increase in our tax liability, which coukskult in a reduction in the value of our commaital Please see "Risk Factors" for a
discussion of additional factors you should consimfore making an investment in our common units.
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Cautionary Note Regarding Historical Fund Performarce

The historical results for our private @guwind credit strategy funds included above maybedndicative of the future results that you
should expect from us. In particular, our fundsufa results may differ significantly from theirskorical results for the following reasons:

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

. you will not benefit from any value that was crehite our funds prior to your investment in our coomunits to the extent such
value has been realized;

. the historical returns of our funds and their fetperformance has been and will be affected by oeaonomic factors, includir
factors that may not have been prevalent in thimgerrelevant to the return data above;

. in the past few years, the rates of returns of sohoeir funds have been positively influenced byuanber of investments th
experienced a substantial decrease in the aveddiad period of such investments and rapid andtuttial increases in value
following the dates on which those investments weagle, trends and rates of return that are nototegeo continue;

. our funds' returns have benefited from investmepootunities and general market conditions that matyrepeat themselve
including favorable borrowing conditions in the telarkets, and there can be no assurance thauoent or future funds will
be able to avail themselves of comparable investmgportunities or market conditions or that sudrket conditions will
continue; and

. we may create new funds in the future that reffedifferent asset mix in terms of allocations amamgls, investment strategi
and geographic and industry exposure.

Our Common Units Are Not Intended for Investors with a Short-Term Focus

We have substantially grown our busineastjqularly during the past several years, duedirtp the successful investment performance
of our funds. While we believe that the long-terrawgth trends in our businesses are favorable,ioan€ial results are subject to significant
volatility and we are unable to predict our finaig@erformance from quarter to quarter or yeargaryOur asset management activities have
benefited from high levels of investments in alsgive asset classes in recent years. These adgvitys may continue, but they could also
decline at any time.

When managing our business, we focus glamelactual and expected changes in economic aaddial conditions and we seek to adjust
our activities in response to those developmentthé past, changing economic and financial comatthave led to variations in the level of
investment activities during any particular timeipd. We expect such variations to occur in futpeeiods, which may lead to significant
volatility in our net income and cash flow from et to period. However, we believe that by contirguio adhere to the disciplined investment
approach that we have developed over our 31-ystoriirather than focusing on short-term finanaésults, we will be best positioned to
continue to grow and prosper over the long term.afge believe that continuing to follow our longrteinvestment philosophy will allow us to
continue to build the value of each of our existiagtfolio companies, whether or not such growthdpices distributable cash flow in a
particular period. Because of the nature of ouinasses and our lortgfrm focus, our common units should be purchasédmninvestors wh
expect to remain unitholders for an extended pesidime.
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Organizational Structure

The following diagram illustrates the owstd@p and organizational structure that we will hapen the completion of this offering.
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Notes:

(1)

(@)

@)

(4)

Except for KKR Management Holdings Corp., all éafitare taxable as partnerships for U.S. fedecalne tax purposes. KKR
Management Holdings Corp. will be taxable as a @aon for U.S. federal income tax purposes. Fdisaussion of pending
legislation that may preclude us from qualifying ficeatment as a partnership for U.S. federal inetew purposes, see "Risk Factors—
Risks Related to Our Business—Legislation has lrenduced that would, if enacted, preclude us fopralifying as a partnership for
U.S. federal income tax purposes. If this or amyilsir legislation or regulation were to be enaaed apply to us, we would incur a
material increase in our tax liability that couébult in a reduction in the value of our commortsihi

Following the Reorganization Transactions, minorityestors will retain the following economic ingsts in some of the entities that
comprise the KKR Group:

. certain minority investors will receive %tbe capital invested by or on behalf of the gelngaistners of our private equi
funds before the completion of the offering and pnyfit thereon;

. certain minority investors will receive % dietnet income earned by our management and capatidets companies
and % of the carried interest received bygeeral partners of our funds for a specified pedbtime; and

. certain minority investors will receive 35% of thet income earned by the management company faredit strategy funds.

By their terms, the economic interests held byaterdf these minority investors generally are expeéto decrease over time, thereby
increasing the interests of the Group Partnershifise entities that comprise the KKR Group. Seegdbizational Structure—Group
Partnerships,” "Unaudited Pro Forma Informatiomd 8Management's Discussion and Analysis of Fir@r@ondition and Results of
Operations—Overview—Impact of the ReorganizatioarBactions, this Offering and Related Transactions.

In connection with the Reorganization Transactithe,Group Partnerships will not acquire any irgexén the 1996 Fund or the gent
partners of the 1996 Fund, and will acquire onlyeaanomic (but not controlling) interest in the geal partner of the KKR Private
Equity Investors master fund. The KKR Group comsigtthe management companies for our funds, thergépartners of the 1996
Fund and subsequently formed private equity futidsgeneral partners of two of the three entities tonstitute the KKR Strategic
Capital Funds and the consolidated subsidiari¢seoforegoing and is our predecessor for accoumtingoses. See "Organizational
Structure—The KKR Group."

The KKR Strategic Capital Funds are comprised mddlprivate credit strategy funds. Two of the thgiele-by-side funds in the KKF
Strategic Capital Funds we manage have been cdasatdi by the KKR Group. Although we receive managy@mand incentive fees for

managing the assets held by the third side-by{side in the KKR Strategic Capital Funds, we do imaid any economic or voting
interests in it.

Reorganization Transactions

We are a Delaware limited partnership. Asdmmonly the case with limited partnerships, gantnership agreement provides for the

management of our business and affairs by a gepartder rather than a board of directors. Our ggrartner, which we refer to as our
Managing Partner, is controlled by Henry Kravis &®brge Roberts, our founders, and will have adoédirectors that is co-chaired by our
founders and officers that are appointed by itgdhaslessrs. Kravis and Roberts will serve as Coe€ClEiecutive Officers of our Managing
Partner. Upon completion of this offering, the lwbaiill consist of a majority of independent direct@nd will have an audit committee and a
conflicts committee
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each composed entirely of independent directors.Managing Partner will not have an economic irgene our partnership except for one
common unit.

Prior to the completion of this offeringewvill complete a series of transactions, whichrefer to as the Reorganization Transactions,
pursuant to which our business will be reorganiméa a holding company structure. After the comipleiof the Reorganization Transactions,
our business will be conducted through two limipedtnerships, which we refer to as the Group Pesimgs, as described below. We will
control the business and affairs of the Group Rastrips, and we will be entitled to a pro rata sladrtheir assets, liabilities, profits, losses and
distributions. As a result, we will become the pareompany for the Group Partnerships and the kases that they conduct.

Each Group Partnership will have an idesttimimber of partner interests and, when held tegebne partner interest in each of the Gi
Partnerships will represent a Group Partnership W will indirectly hold a number of Group Pantsleip units that is equal to the number of
our outstanding common units, and the balanceeobthistanding Group Partnership units initiallyllw# owned by KKR Holdings, which is
owned by our founders, our principals and certéiour former personnel and controlled by our fousd@ccordingly, we will indirectly own

% of the outstanding Group Partnershiswpon the completion of this offering, and KKRIHings will own the remaining % of
the outstanding Group Partnership units. See "—AB&R Holdings." Except with respect to prioritystiibutions for the benefit of
unitholders as described under "Distribution Pgli@ll of the Group Partnership units will confeetsame rights on the holders thereof and
holders of Group Partnership units generally walldntitled to receive equivalent distributions pta based on their partner interests in the
Group Partnerships.

Following the Reorganization Transactiaghs, Group Partnerships will own the following compats of our historical businesses:

. controlling and economic interests in our managdraempanies, allowing us to control our managensentpanies and the
respective subsidiaries (including the entitiestigh which we conduct capital markets activitiesyj@ll as share ratably in the
management, monitoring, transaction and other pietdres paid by all of our funds, portfolio conmias and investment targets
and other amounts paid by our credit strategy funds

. controlling and economic interests in the geneaatryers of our traditional private equity fundsh@tthan the 1996 Fund and
earlier funds, as the general partners of thosdsfame not expected to receive meaningful procedsfurther realizations),
which will allow us to control those entities arfthge ratably in the carried interest received fthose funds as well as any
returns on investments made by or on behalf ofdlyeneral partners after the completion of therioffie and

. an economic (but not controlling) interest in tlengral partner of the KKR Private Equity Investoaster fund, which will
allow us to share ratably in the carried interest pvith respect to that fund's direct investments.

The Group Partnerships will not acquireoélihe interests in the KKR Group, our predecefsoaccounting purposes, in connection with
the Reorganization Transactions and, accordinglycombined financial statements of the KKR Growgy mot be indicative of the results of
operations and financial condition that we will befellowing the completion of this offering. The KRKGroup consists of the management
companies for our funds, the general partnersef896 Fund and subsequently formed private eduitys, the general partners of two of the
three entities that constitute the KKR Strategipi@h Funds and the consolidated subsidiaries efahegoing.

In addition to the "principals' interesteat will result from KKR Holdings' ownership of @xp Partnership units, certain minority
investors also will retain economic interests imeoor all of the above
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entities following the completion of the Reorgatiaa Transactions. Those retained interests, whidlbe accounted for as "non-controlling
interests in consolidated entities," will consikt o

. economic interests in the general partners of onsalidated private equity funds that will entithénority investors to %
the capital invested by or on behalf of those galngairtners before the completion of the offering any profit thereon;

. interests in our management and capital marketgpaaias and the general partners of our consolidatets that will entitle
minority investors to % of the net incomaaned by those companies and % of théedanterest received by those
general partners with respect to the funds' investmfor a specified period of time; and

. a 35% interest in the management company for aditcstrategy funds that will allocate to minorityvestors their share of the
management company's net income.

The minority investors described above ird certain of our current and former principadso acquired these interests in connection
with their activities as investment professionaswell as existing members of our firm who areagegl primarily in making credit
investments. Some of the minority investors whaireeconomic interests in the general partnersiotonsolidated private equity funds will
hold those interests through KKR Holdings.

Distributions to Existing Owners and Unitholders

For the year ended December 31, 2006 andithmonths ended June 30, 2007, we made casih-&rd distributions of $1.1 billion and
$414.2 million, respectively, to our existing owsePrior to this offering, we intend to make onerare cash and in-kind distributions to
certain of our existing owners representing sultistiy all of the cash-on-hand and certain persqmaperty of the management company for
our private equity funds. If the offering had oaear on June 30, 2007, we estimate that the aggregadunt of such distributions would have
been $ million. However, the actual amtoof such distributions will depend on the amoofithe management company's cash-on-hanc
at the time of the offering.

Following this offering, we intend to madfearterly cash distributions to our unitholdersimounts that in the aggregate are expected to
constitute substantially all of our adjusted cdelvfirom operations each year in excess of amodettsrmined by our Managing Partner to be
necessary or appropriate to provide for the condiour business, to make appropriate investmentsir business and our funds, to comply
with applicable law, any of our debt instrumentotiter agreements or to provide for future distitms to our unitholders for any one or more
of the ensuing four quarters. The partnership agess of the Group Partnerships will provide thatilu , our principals wilbh
receive distributions, other than tax distributioinsrespect of Group Partnership units held by KiH&dings with respect to a given year un
and until our unitholders receive aggregate distiiims of $ per common unit on an anizedl basis for such year. After
all the income of the Group Partnerships will b&tritbuted pro rata to holders of Group Partnerships in accordance with their respecnve
partner interests. See "Distribution Policy."

Exchange Agreement

In connection with the offering, we willten into an exchange agreement with KKR Holdingspant to which KKR Holdings and
certain of its transferees may, up to four timeshegear, exchange Group Partnership units helthém t(together with corresponding special
voting units) for our common units on a one-for-amsis. The Group Partnership units are also sutgjéansfer restrictions, and will not be
exchangeable before
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Tax Receivable Agreement

The acquisition by our intermediate holdoognpany of Group Partnership units from KKR Hogfins expected to result in an increase in
our intermediate holding company's share of thebtsis of the tangible and intangible assets of Kk&hagement Holdings L.P., primarily
attributable to a portion of the goodwill inherémbur business, that would not otherwise have lze@ilable. This increase in tax basis may
increase depreciation and amortization for U.Seffabincome tax purposes and therefore reducenttoeiiat of income tax that our intermediate
holding company would otherwise be required to ipahe future. We will enter into a tax receivablgreement with KKR Holdings requiring
our intermediate holding company to pay to KKR Hiof$ or transferees of its Group Partnership 858 of the amount of cash savings, if
any, in U.S. federal, state and local income tax the intermediate holding company actually reslias a result of this increase in tax basis, as
well as 85% of the amount of any such savingsritermediate holding company actually realizes eesalt of increases in tax basis that arise
due to payments under the tax receivable agreer8eat'Certain Relationships and Related Party Bctimns—Tax Receivable Agreement.”

About KKR Holdings

Our principals and certain former persomi#iihold equity interests in our business throdgkR Holdings, which will hold the Group
Partnership units not held by us. As a result,alindividuals will receive financial benefits froour business in the form of distributions and
payments received from KKR Holdings and the apjatémi in the value of the Group Partnership uitgd KKR Holdings owns. The Group
Partnership units held by KKR Holdings will be sedtjto applicable transfer restrictions, and wit he exchangeable for our common units
before .
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Common units offered by t
Common units to be outstanding al
the offering

Use of proceed

Voting rights; special voting uni

Distribution policy

The Offering

common units

common units (or common unitalifGroup Partnership units, other tt
those held by us, are exchanged for newly-issuathuan units on a one-for-one
basis).
We estimate that we will receive approximately $ of net proceeds from tt
offering after deducting estimated underwritingcdisnts and offering expenses, or
$ if the underwriters exercise in full itheption to purchase an
additional common units from us. We imtéo contribute the net proceeds we
receive from the offering to the Group Partnerslipsxchange for newly issued units
in the Group Partnerships. The Group Partnershippexpected to use
approximately % to % of the net predtethat they receive from us to grow
our existing business, including by making printipaestments in those businesses,
approximately % to % of the net pred®to expand into new related
businesses, approximately % to Yhefrtet proceeds to make additional
capital commitments to our funds and portfolio camigs, and approximately %
to % of the net proceeds for general cofgoparposes. None of our principals
selling any common units or will otherwise receargy of the net proceeds from this
offering.
Our Managing Partner, which serves as our solergepartner, will manage all of o
business and affairs. You will not hold securité®ur Managing Partner. Unlike the
holders of common stock in a corporation, you Wal/e only limited voting rights
relating to certain matters affecting your investingnd you will not have the right to
elect or remove our Managing Partner or its dinegtevho will be appointed by certi
of our senior principals
Immediately following this offering, KKR Holdingsyhich is owned by our principa
and certain of our former personnel and contrdiigadur founders, will beneficially
own % of the equity in our business. KKR Holdingill also hold an equivalent
amount of special voting units in our partnerskpijch will entitle it to cast an
equivalent number of votes on those few mattersittagy be submitted to a vote of
our unitholders. Due to the foregoing, our foundggaerally will have sufficient
voting power to determine the outcome of any mdttat may be submitted to a
unitholder vote. See "Description of Our Partngrshjreemer—Meetings; Voting.'
We intend to make quarterly cash distributionsuoumitholders in amounts that
the aggregate are expected to constitute subdtamtilbof our adjusted cash flow frc
operations each year in excess of amounts detedrbyieur Managing Partner to be
necessary or appropriate to provide for the condfiour business, to make
appropriate investments in our business and outsfutm comply with applicable law,
any of our debt instruments or other agreements provide for future distributions
to our unitholder:
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for any one or more of the ensuing four quarters.aipect that our first quartel
distribution will be paid in in respeaditthe period from the completion of this
offering through . Becausewill not know what our available adjus
cash flow from operations will be for any year uttie end of such year, we expect
that our first three quarterly distributions inpest of any given year will generally be
smaller than the final quarterly distribution irspect of such yea

Our distribution policy reflects our belief thastfibuting substantially all of ot
adjusted cash flow from operations will providensparency for our unitholders and
impose on us an investment discipline with respettie businesses and strategies
we pursue. The actual amount and timing of distidims on our common units will t
subject to the discretion of our Managing Partrisoard of directors, and we cannot
assure you that we will in fact make distributi@ssintended, or at all. See
"Distribution Policy."

We are a holding company and will have no matesskets other than our ownership
of Group Partnership units held directly and inditethrough our direct subsidiary,
KKR Management Holdings Corp., which we refer tmasintermediate holding
company. We intend to cause the Group Partnershipske distributions on the
Group Partnership units in order to fund any disttions that we may declare on our
common units. If the Group Partnerships make sisthilslitions, holders of Group
Partnership units generally will be entitled togiwe equivalent distributions pro re



Priority distributions for the benefit «
unitholders prior t

based on their partner interests in the Group Pesttips, except as described under
"—Priority distributions for the benefit of unitholdeprior to ‘

If distributions from the Group Partnerships woattierwise be insufficient to cov

the tax liabilities of a holder of a Group Partigpsunit, the partnership agreement of
each Group Partnership will provide for tax distitibns to the holders of Group
Partnership units. Generally, these tax distrimgiwill be computed based on our
estimate of the net taxable income of the relepartnership allocable to a holder of a
Group Partnership unit multiplied by an assumed & equal to the highest effect
marginal combined U.S. federal, state and localiime tax rate prescribed for an
individual or corporate resident in New York, NewrK (taking into account the
nondeductibility of certain expenses and the charaxf our income). A portion of a
such tax distributions received by us, net of ant®used by our subsidiaries to pay
their tax liability, will be distributed to our uthiolders. Such amounts are generally
expected to be sufficient to permit our U.S. unidleos to fund their estimated U.S.
obligations (including any federal, state and Ianabme taxes) with respect to their
distributive shares of net income or gain, aft&irg into account any withholding tax
imposed on us. We cannot assure you that, for articplar unitholder, such
distributions will be sufficient to pay the unitlder's actual U.S. or non-U.S. tax
liability.

The partnership agreements of the Group Partnerstilp
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Distributions prior to this offerin

Exchange rights relating to Group
Partnership units

Tax receivable agreeme

provide that until , the distributioakthe Group Partnerships each year will be

as follows:

. first, to our partnership and our intermediate miccompany until sufficier
amounts have been so distributed to permit us teeraggregate distributiol
to our unitholders of $ per common unitaanannualized basis for such
year;

. second, to the other holders of Group Pastriprunits until an equivalent
amount on a per unit basis has been distributeddb other holders for such
year; anc

. thereafter, pro rata to all holders of Gr&grtnership units in accordance
with their respective percentage intere

Accordingly, until , our princigawill not receive distributions, other than

tax distributions, in respect of Group Partnershifis held by KKR Holdings with

respect to a given year unless and until our uldérs receive aggregate distributions
of $ per common unit on an annualizedsfmsi such year. We do not intend to
maintain this priority distribution after . After , all the income of the

Group Partnerships will be distributed pro rathétders of Group Partnership units

accordance with their respective partner inter:

Prior to this offering, we intend to make one omrencash and -kind distributions tc

certain of our existing owners representing sultistiy all of the cash-on-hand and

certain personal property of the management comfmargur private equity funds. If
the offering had occurred on June 30, 2007, wenadé that the aggregate amount of
such distributions would have been $ milliblewever, the actual amount of such
distributions will depend on the amount of the ngaraent company's cash-on-hand
at the time of the offering

Prior to this offering, we will enter into an exette agreement with KKR Holdings

connection with the Reorganization Transactionsyamt to which KKR Holdings or

transferees of its Group Partnership units maypudpur times each year (subject to
the terms of the exchange agreement), exchangep@aninership units held by them

(together with corresponding special voting unfiég)our common units on a one-for-

one basis, subject to customary conversion ratestdgnts for splits, unit

distributions and reclassifications. The Group Renghip units are also subject to
transfer restrictions, and will not be exchange#&ietore . We have not yet
determined how any such future exchange will b@aweted for in our consolidated
financial statement:

The acquisition by our intermediate holding compahgroup Partnership units fro

KKR Holdings or transferees of its Group Partngrahmits from time to time pursue

to the exchange agreement is expected to resaitt increase in our intermediate

holding company's share of the tax basis of thgilde and
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intangible assets of KKR Management Holdings LpAmarily attributable to
portion of the goodwill inherent in our businesgttwould not otherwise have been
available. This increase in tax basis may incrémsdax purposes) depreciation and
amortization and therefore reduce the amount afrmetax that our intermediate
holding company would otherwise be required to ipahe future. This increase in t
basis may also decrease gain (or increase lodsiune dispositions of certain capital
assets to the extent tax basis is allocated tetbapital assets. We will enter into a
receivable agreement with KKR Holdings requiring mtermediate holding compa
to pay to KKR Holdings or transferees of its Grdgrtnership units 85% of the
amount of cash savings, if any, in U.S. federaltesand local income tax that the
intermediate holding company actually realizesigateemed to realize, in the case of
an early termination payment by our intermediatieling company or a change of
control) as a result of this increase in tax bassyell as 85% of the amount of any
such savings the intermediate holding company Hgtrealizes (or is deemed to
realize) as a result of increases in tax basisdtis¢ due to future payments under the
tax receivable agreement. Although we are not awhamy issue that would cause
IRS to challenge a tax basis increase, our existimgers will not reimburse us for a
payments previously made under the tax receivajieeanent if such tax basis
increase were successfully challenged by the IR#d event that other of our curr
or future subsidiaries become taxable as corporsmd acquire Group Partnership
units in the future, or if we become taxable asmaration for U.S. federal income
tax purposes, we expect that each will become sttyjea tax receivable agreement
with substantially similar terms. See "Certain Relsships and Related Pal



Transaction—Tax Receivable Agreemen

Risk factors See "Risk Factors" for a discussion of risks gbauld carefully consider before
deciding to invest in our common uni
Proposed New York Stock Exchange sy "KKR"

In this prospectus, unless otherwise inditathe number of common units outstanding anather information that is based thereon ¢
not reflect:

. common units issuable upon exchange of Group Raltipeunits that will be held by KKR Holdings oatrsferees of its Grot
Partnership units following the completion of thedRyanization Transactions, which Group Partnershifs (together with a
corresponding amount of special voting units) amhangeable, up to four times each year, for oarmon units on a one-for-
one basis, subject to customary conversion ratesadgnts for splits, unit distributions and redlésstions and compliance, as
well as significant transfer restrictions, and whierefore not be exchangeable before

. common units that are issuable upon exercise dfitiderwriters' option to purchase additional commmits from us
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. unvested restricted common units that we intergtaot to employees who are not our principals atithe of this offering
under our 2007 Equity Incentive Plan; and

. additional common units that have been reserved$orance under our 2007 Equity Incentive Plan.

KKR & Co. L.P. was formed as a Delawareit@d partnership on June 25, 2007. Our ManagingnBawas formed as a Delaware limited
liability company on June 25, 2007. Our principateutive offices are located at 9 West 57th Ste#nd Floor, New York, New York 10019,
and our telephone number is (212) 750-8300. Ousiteeis located at www.kkr.com. The informationaur website is not part of this
prospectus or the registration statement of wHichgrospectus forms a part and is not being iraated by reference into either such
document.
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Summary Historical Financial Data

The following summary historical combineaiaincial information and other data of the KKR Quaahould be read together with
"Organizational Structure," "Unaudited Pro Formadgicial Information,” "Selected Historical Finariddata,” "Management's Discussion and
Analysis of Financial Condition and Results of Ggiems" and the historical predecessor combineghfital statements and related notes
included elsewhere in this prospectus. We deritiedsummary historical combined financial data efkiKR Group as of December 31, 2005
and 2006 and for the years ended December 31, 200%,and 2006 from our audited predecessor comtinancial statements included
elsewhere in this prospectus. We derived the sumiatorical combined financial data of the KKR @poas of June 30, 2007 and for the
six months ended June 30, 2006 and 2007 from caudited predecessor combined financial statememitswvare included elsewhere in this
prospectus. The information presented in the fathgwables reflects the restatement of the KKR @lofinancial results, which is more fully
described in Note 13 to the predecessor combimashdial statements included in this prospectus.KKe Group consists of: (i) the
management companies for our funds; (ii) the gémendners of the 1996 Fund and our subsequentiyidd private equity funds; (iii) the
general partners of two of the entities that comsithe KKR Strategic Capital Funds; and (iv) to@solidated subsidiaries of the foregoing.
The KKR Group is considered our predecessor fooaating purposes and its combined financial statéswill be our historical financial
statements following the Reorganization Transastimd this offering. We will not acquire all of timerests in the KKR Group in connection
with the Reorganization Transactions and, accoldirige combined financial statements of the KKR@r may not be indicative of the resi
of operations and financial condition that we wigive following the completion of this offering.

Six Months Ended

Year Ended December 31, June 30,
2004 2005 2006
(Restated) (Restated) (Restated) 2006 2007
($ in thousands) ($ in thousands)
Statement of Income Data:
Revenues
Fee income $ 183,46: $ 232,94! $ 410,32¢ $ 155,08 $ 115,38(
Expenses
Employee compensation and bene 69,95¢ 79,64 131,66° 39,72 50,58:
Occupancy and related charg 10,68¢ 13,53¢ 19,29¢ 11,01( 9,90¢
General, administrative and ott 36,93 54,33¢ 78,15¢ 37,08¢ 59,50¢
Fund expense 16,47( 20,77¢ 38,35( 14,55( 35,82:
Total expense 134,04 168,29: 267,46t 102,36¢ 155,81°
Investment Income
Net gains from investment activiti 3,026,39! 2,984,50. 3,105,52. 1,709,241 3,147,32
Dividend income 14,61 729,92¢ 714,06 250,87¢ 133,16(
Interest incom 54,06( 27,16¢ 210,87 48,58¢ 133,54¢
Interest expens (524) (697) (29,547 (8,150 (40,48¢)
Total investment incom 3,094,54. 3,740,89 4,000,92: 2,000,55! 3,373,55.
Income before non-controlling interest:
in income of consolidated entities and
income taxe: 3,143,96! 3,805,55. 4,143,78! 2,053,271 3,333,11.
Non-controlling interests in income of
consolidated entitie 2,358,45! 2,870,03! 3,039,67 1,522,69 2,661,91.
Income before taxe 785,50: 935,51¢ 1,104,10: 530,57¢ 671,20:
Income taxe:! 6,26¢ 2,90( 4,163 1,55¢ 3,80¢
Net income $ 779,237 $ 932,61¢ $ 1,099,94! $ 529,02! $ 667,39¢

25

Six Months Ended



Year Ended December 31,

June 30,

2004 2005 2006
(Restated) (Restated) (Restated) 2006 2007
($ in thousands) (% in thousands)
Statement of Financial Condition
Data (period end):
Total asset $ 13,369,41 $ 23,292,78 26,197,72
Total liabilities 418,77¢ 1,281,92. 918,98t
Non-controlling interests in
consolidated entitie 11,518,01 20,318,44 23,257,85
Total partners' capit: 1,432,62. 1,692,42 2,020,88!
Statement of Cash Flow Data:
Net cash provided by (used in) opera
activities $ 1,799,76 $ (106,449 $ (5,531,14) $ (4,594,17) (1,273,28)
I I I I I
Net cash used in investing activiti $ (2,579 $ (5,059 $ (130,11 $ (9,11 $ (136,66")
I I I I I
Net cash (used in) provided by financ
activities $ (1,737,50) $ 134,27: $ 5,657,95 $ 4,608,43! 1,424,20.
I I I I I
Other Data:
Total segment fee related earnings $ 64,64: $ 83,59¢ $ 189,91 $ 57,99¢ 50,92¢
Adjusted cash flow from operations( 722,82 657,90¢ 1,096,11 568,70 179,98¢
Assets under management (period € 15,147,30 23,350,70 43,873,40 27,624,30 54,443,30
Private equity dollars invested( 2,065,60. 2,913,42 6,661,69: 2,074,701 1,786,60!
Uncalled private equity commitments
(period end)(4 4,846,50! 7,341,601 17,597,40 5,604,10! 20,855,10

1)

"Total segment fee related earnings" is the agdeegfaa profit measure that is reported by our tefortable business segments. See
"Management's Discussion and Analysis of FinanC@idition and Results of Operations—Key Operating Rerformance
Measures—Segment Operating and Performance MeaskessRelated Earnings" and Note 9 to the auditedgmessor combined
financial statements included elsewhere in thispestus. The difference between total segmenielaged earnings and income before
taxes presented in accordance with generally aedegatcounting principles in the United States, AAB, is that total segment fee
related earnings represents income before taxestadijto: (i) exclude the expenses of consolidateds; (ii) include management fees
earned from consolidated funds that were eliminatembnsolidation; (iii) exclude investment inconagxd (iv) exclude non-controlling
interests in income of consolidated entities.

Management uses total segment fee related earamgsupplemental n-GAAP measure of operating performance. Managel
makes operating decisions and assesses the penfterofour business based on financial and operatitrics and data that are
presented without the consolidation of any of owestment funds. Our current operations are manbgged in part on total segment
fee related earnings, which consist primarily & thanagement, transaction and monitoring feesatbagarn as the sponsor of our
private equity funds and the management fees, tiveefees and carried interest, as applicable,wheaearn as the sponsor of our credit
strategy funds, after payment of our operating ezps. It has been and remains a key objectiverdirauto maximize total segment
fee related earnings, because those amounts giedfdtt our profits. As a public entity, we wilbntinue to focus on positive fee
earnings generation and use total segment feededairnings levels to make operating decisionsaasdss the performance of our
business, because those amounts will directly effecreturns to our investors. We find total segtiiee related earnings to be useft
a measure for understanding the performance obperations from period to period and although metrg company in our industry
defines these metrics in precisely the same wawthalo, we believe that this metric, as we uskdijitates comparisons with other
companies in our industry. We also believe thatyets®and investors use total segment fee related
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earnings as a supplemental measure to evaluate/etall operating performance. However, unlikeinebme presented in accordance
with GAAP, a limitation of total segment fee reldtearnings is that it is not a complete view of ants that will ultimately accrue to
investors as it excludes investment income andresgeeof consolidated funds and their respectiveagement companies, which could
be significant. In light of the foregoing, we dotmely solely on total segment fee related earnagya performance measure and also
consider our GAAP results. Total segment fee rdlatanings is not a measurement of our financidbpmance under GAAP and
should not be considered as an alternative to iecoafiore taxes or any other measures preparea¢andence with GAAP.

The following table presents a reconciliation of tatal segment fee related earnings to incomerbe#ixes calculated in accordance
with GAAP for the periods indicated. Total segmfmd related earnings should not be considereclatisn or as an alternative to
income before taxes.

Year Ended December 31
Six Months Ended June 30,

2004 2005 2006
(Restated) (Restated) (Restated) 2006 2007
($ in thousands) ($ in thousands)

Total segment fe
related earning $ 64,64: $ 83,59¢ $ 189,91 $ 57,99¢ $ 50,92¢
Investment incom 3,094,54. 3,740,89 4,000,92: 2,000,55! 3,373,55!
Non-controlling
interests in income ¢
consolidated entitie (2,358,45) (2,870,03) (3,039,67) (1,522,69) (2,661,91)
Expenses @
consolidated fund (9,947 (11,319 (22,339 (8,39¢) (4,720
Fee income (earne
from) paid to
consolidated fund (5,287 (7,637) (24,719 3,11¢ (86,64%)
Income before taxe  $ 785,50: $ 935,51t $ 1,104,100 $ 530,57¢ $ 671,20:

"Adjusted cash flow from operations" is a suppletaknor-GAAP measure that we use to assess liquidity aralata available fo
distribution to our equity holders. See "DistrilmutiPolicy.” Under GAAP, a significant number of aavestment funds have been and
will continue to be consolidated in our financitdtements notwithstanding the fact that we hol¢ eniinority economic interest in
these funds. Consequently, our historical predecessnbined financial statements reflect, and aturke consolidated financial
statements will continue to reflect, the cash flesur consolidated funds on a gross basis raltzar the cash flows attributable to us.

Adjusted cash flow from operations is intendedetitecct the actual cash flow attributable to us snelqual to cash flow from operations
presented in accordance with GAAP, adjusted touglectash flow relating to: (i) the investment &t of our consolidated funds;

(ii) the realized and unrealized income attribugaiol non-controlling interests in our consolidatedds; and (iii) changes in our
operating assets and liabilities. We believe tlfusted cash flow from operations provides investoith useful information with
respect to cash flows relating to our required tedmvestments and our ability to make annual aistributions in accordance with our
distribution policy. However, adjusted cash flowrfr operations should not be considered in isolatioas an alternative to cash flow
from operations or income before taxes presenteddordance with GAAP.
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The following table presents a reconciliation of adjusted cash flow from operations to our nehdased in) provided by operatil
activities presented in accordance with GAAP far pleriods indicated.

Six Months Ended

Year Ended December 31, June 30,
2004 2005 2006
(Restated) (Restated) (Restated) 2006 2007
($ in thousands) ($ in thousands)
Net Cash Provided By
(Used In) Operating
Activities $ 1,799,76° $ (106,449 $ (5,531,14) $ (4,594,17) $ (1,273,280
Change in operating ass:
and liabilities (124,62¢) 10,28( 74,00: (7,655 (185,059
KKR Funds relate:
investment and cash activiti (1,577,74) 907,29: 6,475,17 4,934,34i 1,621,401
Net realized gains ¢
investment 2,932,80. 1,567,31. 3,244,93 2,003,57! 572,70°

Change in unrealized gains

(losses) on investments

allocable to non-controlling

interests 37,18¢ 1,142,48! (143,24 (254,65)) 2,087,21.
Non-controlling interests il

income of consolidated

entities (2,358,45) (2,870,03) (3,039,67) (1,522,69) (2,661,91)
Other nor-cash adjustmen 13,89¢ 7,02z 16,06: 9,957 18,91

Adjusted cash flow from
operations $ 722,827 % 657,90t $ 1,096,111 $ 568,70 $ 179,98t

3) "Private equity dollars invested" is the aggregateunt of capital invested by our private equityds and carl-paying c-investmen
vehicles in private equity transactions. Such ansintlude both capital contributed by fund investand carry-paying co-investors
with respect to which we are entitled to a cariigdrest and capital contributed by us as the ggmpartner of a private equity fund wi
respect to which we are entitled to returns geedrah the invested capital. From our inceptionufgfoJune 30, 2007, our first ten
traditional private equity funds (representingadlbur private equity funds that have investedaleast 30 months) achieved a multiple
of invested capital of 2.8x the amount of capitedyt invested in private equity investments.

4) "Uncalled private equity commitments” representumdfed commitments by limited partners of our tiadél private equity funds to
contribute capital to fund the purchase price tebie for future portfolio company investments magehe funds. Such amounts do
include capital of our private equity-oriented pamant capital fund or our credit strategy fundg thay be used to make private equity
investments.
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Summary Pro Forma Financial Data

The following table presents our summanydemsed unaudited pro forma financial data, whahleen derived from the unaudited pro
forma financial information included under "UnawditPro Forma Financial Information." This data gipeo forma effect to the
Reorganization Transactions, this offering andgaations relating to this offering, all as desalib@der "Unaudited Pro Forma Financial
Information," as if such transactions had occuordanuary 1, 2006 for purposes of the unauditedggma statement of income data and ¢
June 30, 2007 for purposes of the unaudited prodstatement of financial condition.

The pro forma adjustments principally géftect to the Reorganization Transactions, theiabtion of the consolidated financial result
the general partners of the 1996 Fund, the deciiadioin of the KKR Private Equity Investors madiard and its general partner, and other
transactions described under "Unaudited Pro Foriman€ial Information.”

These adjustments are based on availatgiemation and upon assumptions that our manageb®isgives are reasonable in order to
reflect, on a pro forma basis, the impact of th@sactions described above. The adjustments arelbxsin more detail in the notes to the
unaudited pro forma statements of income and tlagidited pro forma statement of financial condifieciuded under "Unaudited Pro Forma
Financial Information." Because information relatito these transactions is currently not deterni@abis data is subject to completion and
may change. In addition, this pro forma financialadhas been included for informational purposég amd does not purport to reflect the
results of operations or financial position thatuebhave occurred had the transactions referredbéwe occurred on the dates indicated or had
we operated as a public company during the pepoelsented or for any future period or date.

Year Ended Six Months Ended
December 31, 2006 June 30, 2007

($ in thousands)
Pro Forma Statements of Income Data

Revenues
Fee income $ $

Expenses
Employee compensation and bene
Occupancy and related chare
General, administrative and ott
Fund expense

Total expense

Investment Income
Net gains from investment activiti
Dividend income
Interest incom:
Interest expens

Total investment incom

Income before non-controlling and principals' ietds in income of
consolidated entities and income ta

Non-controlling interests in income of consolidateditg

Principals' interests in income of consolidatedtiest
Net income
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Year Ended Six Months Ended
December 31, 2006 June 30, 2007

Net Income Per Common Un
Basic
Diluted

Weighted Average Common Uni



Basic
Diluted

Pro Forma Statement of Financial Condition Data:

Total asset

Total liabilities

Non-controlling interests in consolidated entit
Principals' interests in consolidated enti
Total partners' capit:

As of
June 30, 2007

($ in thousands]
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RISK FACTORS

An investment in our common units involves riskst hould carefully consider the following inforioat about these risks, together with
the other information contained in this prospectusfore investing in our common units.

Risks Related to Our Business

Difficult market conditions can adversely affect obusiness in many ways, including by reducing thalue or performance of the privai
equity, debt and public equity investments thatmvanage or by reducing the ability of our funds taise or deploy capital, each of which
could negatively impact our net income and cashviland adversely affect our financial condition.

Our business is materially affected by d¢tods in the financial markets and economic cdndi throughout the world, such as interest
rates, availability of credit, inflation rates, @@mic uncertainty, changes in laws (including laelating to taxation), trade barriers, commodity
prices, currency exchange rates and controls atimhahand international political circumstancesc(uding wars, terrorist acts or security
operations). These factors are outside our coatrdimay affect the level and volatility of secwstiprices and the liquidity and the value of
investments, and we may not be able to or may eéhnosto manage our exposure to these conditidms nTarket conditions surrounding each
of our businesses, and in particular our privatgitgdusiness, have been quite favorable for a rarrobyears. Market conditions may not
continue to be as favorable. For example, finantgrgraged buyout transactions by issuing highayitdbt securities in the public capital
markets has recently become more costly and réggrithan previously was the case. More costly r@strictive financing may adversely
impact the returns of our leveraged buyout trafsastand, therefore, adversely affect our resdltsperations and financial condition. In
addition, in the event of a prolonged market dowmtour business could be affected in different svaur profitability may also be adversely
affected by our fixed costs and the possibilityt the would be unable to scale back other costsiwitiime frame sufficient to match any
decreases in net income relating to changes ineharid economic conditions.

Our funds may be affected by reduced oppdties to exit and realize value from their inveshts and by the fact that we may not be able
to find suitable investments for the funds to efifeddy deploy capital, which could adversely affecir ability to raise new funds. During
periods of difficult market conditions or slowdowinsa particular sector, companies in which we gtwyeay experience decreased revenues,
financial losses, difficulty in obtaining accesditancing and increased funding costs. During quetiods, these companies may also have
difficulty in expanding their businesses and operat and be unable to meet their debt service atitigs or other expenses as they become
due, including expenses payable to us. In additlaning periods of adverse economic conditionspveg have difficulty accessing financial
markets, which could make it more difficult or ingsible for us to obtain funding for additional istrents and harm our assets under
management and operating results. A general mddwenturn, or a specific market dislocation, maytes lower investment returns for our
funds, which would adversely affect our net incofgrthermore, such conditions would also increbseisk of default with respect to private
equity, credit and public equity investments thatmwanage.

Our earnings and cash flow are highly variable doe the nature of our business and we do not inteidorovide earnings guidance, each
which may cause the price of our common units tova#atile.

Our earnings are highly variable from geatb quarter due to the volatility of investmeetiurns of most of our funds and other investr
vehicles and the fee income earned from our fuisrecognize earnings on investments in our fursdeth on our allocable share of realized
and unrealized gains (or losses) reported by suatisf and a decline in realized or unrealized gainan increase in realized or unrealized
losses, would adversely affect our net income.ike@me, which we recognize when contractually edyiean vary due to fluctuations in assets
under management, the number of investment transaanade by our funds and the number of portfoimpanies we manage. We may also
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experience fluctuations in our results from quatdequarter due to a number of other factors, iiclg changes in the amount of dividends or
interest earned in respect of investments, chaingasr operating expenses, the degree to whichngeunter competition and general
economic and market conditions. Such variabilityread to variability in the trading price of ouwramon units and can cause our results 1
particular period not to be indicative of our penfi@nce in future periods. It may be difficult fa& to achieve steady growth in net income and
cash flow on a quarterly basis, which could in tierad to large adverse movements in the price b€ommon units or increased volatility in
our common unit price generally.

The timing and receipt of carried interiesin our private equity funds are unpredictable asiticontribute to the volatility of our cash
flows. Carried interest from private equity investms depends on our funds' performance and oppiietifor realizing gains, which may be
limited. It takes a substantial period of timederitify attractive private equity investment oppaoities, to raise all the funds needed to mak
investment and then to realize the cash valuetf@mr@roceeds) of an investment through a saldjqotfering or other exit. Even if a private
equity investment proves to be profitable, it mayseveral years before any profits can be realizedsh. We cannot predict when, or if, any
realization of investments will occur. If we werettave a realization event in a particular quatter,event may have a significant impact on
our cash flows during the quarter that may notdmicated in subsequent quarters. A decline irizedlor unrealized gains, or an increase in
realized or unrealized losses, would adverselycafiar investment income, which could further irase the volatility of our quarterly results.
In addition, in our traditional private equity fusidf the performance of one of the fund's lateestments results in the fund failing to achieve
overall profitability over the life of the fund, waay be obligated to repay any excess profits ptesly distributed to us in respect of a carried
interest. This may require some repayment of adirigerest previously received.

Because our earnings and cash flow candhdyhvariable from quarter to quarter and yeaydar, we do not plan to provide any guidance
regarding our expected quarterly and annual opeyaéisults and cash flows. The lack of guidance affct the expectations of public market
analysts and could cause increased volatility éndtice of our common units.

We depend on our founders and other key persontte, loss of whose services would have a materialeaise effect on our business, results
and financial condition.

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

Our principals and other key personnel esssubstantial experience and expertise and trave Husiness relationships with investor
our funds and other members of the business contynus a result, the loss of these personnel cfaddardize our relationships with
investors in our funds and members of the busioessnunity and result in the reduction of assetsunthnagement or fewer investment
opportunities. For example, if any of our princgpalere to join or form a competing firm, our busiseresults and financial condition could
suffer.

Furthermore, the agreements governingrawlittonal private equity funds and the KKR StrateQapital Funds provide that in the event
certain "key persons” in these funds (for examipdgh of Messrs. Kravis and Roberts) generally céasetively manage a fund, investors in
the fund will be entitled to: (i) in the case ofrdraditional private equity funds, reduce, in wéok in part, their capital commitments available
for further investments; and (ii) in the case &f KKR Strategic Capital Funds,
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withdraw all or any portion of their capital accasinn each case on an investor-by-investor basis.occurrence of such an event with respect
to any of our traditional private equity funds betKKR Strategic Capital Funds would likely havsignificant negative impact on our reven
net income and cash flow.

Our structure involves complex provisions of U.8dkral income tax laws for which no clear precedemtauthority may be available. Our
structure also is subject to potential legislatiyedicial or administrative change and differing ierpretations, possibly on a retroactive ba

The U.S. federal income tax treatment athatders depends in some instances on determireatbfact and interpretations of complex
provisions of U.S. federal income tax laws for whiw clear precedent or authority may be availafdel should be aware that the U.S. fed
income tax rules are constantly under review by@es involved in the legislative process, the mdéRevenue Service, or IRS, and the U.S.
Treasury Department, frequently resulting in redisgerpretations of established concepts, statutbanges, revisions to regulations and other
modifications and interpretations. The present fe8eral income tax treatment of an investmentunammmon units may be modified by
administrative, legislative or judicial interpratat at any time, and any such action may affectstiments and commitments previously made.
Changes to the U.S. federal tax laws and interpoesthereof could make it more difficult or imgise to be treated as a partnership that is
not taxable as a corporation for U.S. federal inedax purposes, affect or cause us to change westiments and commitments, affect the tax
considerations of an investment in us, change ttheacter or treatment of portions of our incomel(iding, for instance, the treatment of
carried interest as ordinary income rather tharitalagain) and adversely affect an investment in@mmon units. On June 22, 2007,
legislation was introduced to treat all or partted capital gain and dividend income that is re@aphby an investment partnership and
allocable to a partner affiliated with the sponsbthe partnership (a portion of the carried ing¢r@s ordinary income to such partner for U.S.
federal income tax purposes, which would have ffexeof precluding us from qualifying as a parstap for U.S. federal income tax purpos
Similar legislation was introduced on October 2802, and the House of Representatives passed slagialation on November 9, 2007. In
addition, on June 14, 2007, legislation was intcedlthat would tax as a corporation any publicgléd partnership that directly or indirectly
derives income from investment adviser or assetagament services. Similar legislation was introduae June 20, 2007. If any of these
pieces of legislation or any similar legislationregulation were to be enacted and apply to usyadd incur a material increase in our tax
liability that could result in a reduction in thalue of our common units. See the discussions belwer "—Legislation has been introduced
that would, if enacted, preclude us from qualifyagya partnership for U.S. federal income tax psepolf this or any similar legislation or
regulation were to be enacted and apply to us, agdvincur a material increase in our tax liabilityat could result in a reduction in the value
of our common units."

Our organizational documents and agreengartsit our Managing Partner to modify our amenaded restated partnership agreement
from time to time, without the consent of the unltfers, to address certain changes in U.S. fedwsraie tax regulations, legislation or
interpretation. In some circumstances, such rewismuld have a material adverse impact on sora#l onitholders. Moreover, we will apply
certain assumptions and conventions in an atteongrinply with applicable rules and to report incog@n, deduction, loss and credit to
unitholders in a manner that reflects such unitbidtbeneficial ownership of partnership itemsinghknto account variation in ownership
interests during each taxable year because ohiyatitivity. However, those assumptions and corwastmay not be in compliance with all
aspects of applicable tax requirements. It is fpbsshat the IRS will assert successfully thatdbaeventions and assumptions used by us do not
satisfy the technical requirements of the InteRevenue Code and/or Treasury regulations and ceqldre that items of income, gain,
deductions, loss or credit, including interest detiduns, be adjusted, reallocated or disallowedimaaner that adversely affects unitholders.
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Legislation has been introduced that would, if erted, preclude us from qualifying as a partnershiprfU.S. federal income tax purposes.
this or any similar legislation or regulation wert® be enacted and apply to us, we would incur a eni increase in our tax liability that
could result in a reduction in the value of our camon units.

On June 14, 2007, the Chairman and the iRgrikepublican Member of the U.S. Senate CommdteEinance introduced legislation that
would tax as corporations publicly traded partngsithat directly or indirectly derive income franvestment adviser or asset management
services. In addition, they concurrently issuedesg release stating that they do not believeptiigtosed public offerings of private equity and
hedge fund management firms are consistent witlintieat of the existing rules regarding publiclgded partnerships because the majority of
their income is derived from the active provisidrservices to investment funds and limited partneestors in such funds. Further, they have
sent letters to the Secretary of the Treasury hacChairman of the U.S. Securities and Exchangen@iesion, or the SEC, regarding these tax
issues in which they express a view that recetiairpublic offerings of private equity and hedgmds "raise serious tax questions that if left
unaddressed have the potential to jeopardize tegrity of the tax code and the corporate tax loa®e the long term.” As explained in the
technical explanation accompanying the proposedlggpn:

Under the bill, the exception from corporate treatitrfor a publicly traded partnership does not applany partnership that,
directly or indirectly, has any item of income @irgy (including capital gains or dividends), thehtigjto which are derived from
services provided by any person as an investmetigexgd as defined in the Investment Advisers Act®40, or as a person
associated with an investment adviser, as defin¢ldat Act. Further, the exception from corporagatment does not apply to a
partnership that, directly or indirectly, has atgm of income or gain (including capital gains afidends), the rights to which
are derived from asset management services probigleth investment adviser, a person associatedamiihvestment adviser,
or any person related to either, in connection Withmanagement of assets with respect to whiasinvent adviser services
were provided. For purposes of the bill, these rdgiteations are made without regard to whether #1sqn is required to regist
as an investment adviser under the Investment Adviact of 1940.

If enacted, the proposed legislation would be ¢iffecas of the date it was introduced, with traositelief that would not apply to us.

On June 20, 2007, similar legislation wasaduced in the House of Representatives. If thegsed legislation survives the legislative
executive process in its proposed form and weletenacted into law, we would incur a materialéase in our tax liability. If we were taxed
as a corporation, our effective tax rate would éase significantly. The federal statutory rateckaporations is currently 35%, and the state
local tax rates, net of the federal benefit, aggtegpproximately %. If a variation of thimposed legislation or any other change in ths
laws, rules, regulations or interpretations preelud from qualifying for treatment as a partnergoigJ.S. federal income tax purposes under
the publicly traded partnership rules, our taxiligbwould materially increase, which could resuita reduction in the value of our common
units.

On June 22, 2007, legislation was introduog a member of the House Ways and Means Commétesponsored by the committee
chairs, eleven other members and the chair of theskl Financial Services Committee, that would treaime received by a partner with
respect to an investment services partnershipastes ordinary income received for the performarficervices. On October 25, 2007, the
House Ways and Means Committee Chairman, in colmmewsfith his tax reform proposal, introduced legigin that was substantially similai
the June 22, 2007 bill. The enactment of eitheiatian of this proposed legislation would causehsincome to be non-qualifying income
under the publicly traded partnership rules, whictuld preclude us from qualifying as a partnerghipU.S. federal income tax purposes,
thereby materially increasing our tax liability, wh could result in a reduction of the value of cammon units.
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On November 9, 2007, the House of Reprasiees passed legislation similar to the June @R72egislation. Under a transition rule
contained in the November 9, 2007 legislation,aghactment of such legislation would not precludéam qualifying as a partnership for U.S.
federal income tax purposes until our taxable yeginning January 1, 2010.

Our transition to a publicly-traded structure maydaersely affect our ability to retain and motivateir principals and other key personnel
and to recruit, retain and motivate new principadéd other key personnel, both of which could adwgsaffect our business, results and
financial condition.

Our most important asset is our people,@mdccontinued success is highly dependent upoeftoets of our principals and other
professionals. Our future success and growth depiend substantial degree on our ability to retasid motivate our principals and other key
personnel and to strategically recruit, retain andivate new talented personnel, including newqipals. However, we may not be successful
in our efforts to recruit, retain and motivate tequired personnel as the market for qualified stwent professionals is extremely competitive.

In connection with the Reorganization Temt®ns and this offering, our current principaisl @ertain of our former personnel will rece
interests in KKR Holdings, which will hold Group f@ership units. Moreover, transfer restrictionsvtuich interests in KKR Holdings are
subject in certain instances lapse over time, noypa enforceable in all cases and can be waivieet€elis no guarantee that the non-
competition, non-solicitation and confidentialitgraements to which our principals will be subjéatiether with our other arrangements with
them, will prevent them from leaving us, joiningraompetitors or otherwise competing with us ot thase agreements will be enforceable in
all cases. In addition, these agreements will exgfter a certain period of time, at which pointleaf our principals would be free to compete
against us and solicit investors in our funds,ntBeand employees. See "Management—Non-Competiion;Solicitation and Confidentiality
Agreements."

Our ability to recruit, retain and motivater professionals is dependent on our abilityfferdhighly attractive incentive opportunities. If
legislation were to be enacted by the U.S. Condgmet®at carried interest as ordinary income nathan as capital gain for U.S. federal incc
tax purposes, such legislation would materiallyéase the amount of taxes that we and possiblymititolders would be required to pay,
thereby adversely affecting our ability to offechuattractive incentive opportunities. See "—Ouaure involves complex provisions of U.S.
federal income tax laws for which no clear preceéaerauthority may be available. Our structure aéssubject to potential legislative, judicial
or administrative change and differing interpretasi, possibly on a retroactive basis," and "—Lagjish has been introduced that would, if
enacted, preclude us from qualifying as a partnetfsin U.S. federal income tax purposes. If thisay similar legislation or regulation were to
be enacted and apply to us, we would incur a netiexirease in our tax liability that could resulta reduction in the value of our common
units.”

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

The requirements of being a public entity and susiag our growth may strain our resources.

As a public company, we will be subjecttie reporting requirements of the Securities Exgkact of 1934, or the Exchange Act, and
requirements of the Sarbanes-Oxley Act of 2002herSarbanes-Oxley Act. These requirements ma @latrain on our systems and
resources. The Exchange Act will require that weedinnual, quarterly and current reports with respeour business and financial condition.
The Sarbanes-Oxley Act will require that we maimtifective disclosure controls and proceduresiateinal
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controls over financial reporting, which are disseds below. In order to maintain and improve theaf¥eness of our disclosure controls and
procedures, significant resources and managemensight will be required. We will be implementindditional procedures and processes for
the purpose of addressing the standards and reggrits applicable to public companies. In additgustaining our growth will also require us
to commit additional management, operational andrfcial resources to identify new professionalgitoour firm and to maintain appropriate
operational and financial systems to adequatelpeu@xpansion. These activities may divert managegis attention from other business
concerns, which could have a material adverse teffeour business, financial condition, result®pérations and cash flows. We will also
incur costs that we have not previously incurreddicector fees, investor relations expenses, esgfor compliance with the Sarbanes-Oxley
Act and rules of the SEC and the New York Stockhaxge, and various other costs relating to beipgbdic company. Operational risks may
disrupt our businesses, result in losses or limitgrowth.

We rely heavily on our financial, accougtand other data processing systems. If any okthgstems does not operate properly or is
disabled, we could suffer financial loss, a disiupbf our businesses, liability to our funds, riedory intervention or reputational damage. In
addition, we operate in businesses that are hidgsbhendent on information systems and technology ifdormation systems and technology
may not continue to be able to accommodate our tircand the cost of maintaining such systems mergase from its current level. Such a
failure to accommodate growth, or an increase giscrelated to such information systems, could laveterial adverse effect on us.
Furthermore, we depend on our principal officeBl@w York City, where most of our administrative gamnel are located, for the continued
operation of our business. A disaster or a disompith the infrastructure that supports our busiegsscluding a disruption involving electronic
communications or other services used by us od gharties with whom we conduct business, or diyezfiecting our principal offices, could
have a material adverse impact on our ability tatione to operate our business without interrupt@uar disaster recovery programs may not
be sufficient to mitigate the harm that may refalin such a disaster or disruption. In additiorsuirance and other safeguards might only
partially reimburse us for our losses, if at all.

We have not evaluated our internal controls ovendncial reporting for purposes of compliance witte&tion 404 of the Sarbane®xley Act.

We have not previously been required toglgrwith requirements of the Sarban@gley Act, including the internal control evaluatianc
certification requirements of Section 404 of thatgte, and we will not be required to comply wathof those requirements until after we have
been subject to the reporting requirements of tkeh&nge Act for a specified period of time. Accagly, we have not determined whether or
not our existing internal controls over financieporting systems comply with Section 404. Howewar have restated the historical combined
financial statements of the KKR Group containethis prospectus. The restatement related primarithe accounting for management fee:
years prior to 2002, for which certain aspectswfrnanagement agreements were not taken into @masioh. Also, we restated the conden
combined statement of cash flows for the quartdedrMarch 31, 2007 relating to the presentatiomoofcash distributions. The restatemen
our combined financial statements and any actibaswe subsequently take will be factors to be iclemed when we determine whether our
internal controls over financial reporting complitwSection 404. In the future, we may discovereotireas of our internal control that need
improvement. The internal control evaluation regdiby Section 404 will divert internal resourced avill take a significant amount of time,
effort and expense to complete. If it is determitteat we are not in compliance with Section 404 wilebe required to implement remedial
procedures and re-evaluate our internal controt imancial reporting. We may experience highenthaticipated operating expenses as well
as higher independent auditor and consulting feeisgl the implementation of these changes and dfftere Further, we may need to hire
additional qualified personnel in order for us tonply with Section 404. If we are unable to implemany necessary changes effectively or
efficiently, our operations, financial reportingforancial results could
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be adversely affected and we could obtain an adweisort on internal controls from our independegistered public accountants.

Our use of leverage to finance our business wilpese us to substantial risks, which are exacerbatgdur funds' investments in leveraged
companies.

It is our intention over time to use boriogs in order to finance our business operatiors @sblic company. Using a significant degre
leverage will expose us to the typical risks assedi with the use of substantial leverage, inclgdise discussed below under "—
Dependence on significant leverage in investmeytsup funds could adversely affect our ability thieeve attractive rates of return on those
investments." These risks are exacerbated by aasfuwse of leverage to finance investments.

The time and attention that our principals and othemployees devote to assets that are not beingritarted to the Group Partnerships will
not financially benefit us and may reduce the tiraad attention these individuals devote to our busss.

The investment period for each of the 1B8id, the 1993 Fund and the 1996 Fund has endeaf. Ame 30, 2007, the unrealized valu
the investments held by these funds totaled $2i@rbiBecause we believe the general partnerhedge funds will not receive meaningful
proceeds from further realizations, we will not aicg general partner interests in them in connaatiih the Reorganization Transactions. We
will, however, continue to provide the funds witlamagement and other services until their liquidatiwhile we will not receive meaningful
fees for providing these services, our principald ather employees will be required to devote digoof their time and attention to the
management of those entities. The devotion ofithe &and attention of our principals and employeethose activities will not financially
benefit us and may reduce the time and attentiey devote to our business.

We face risks and uncertainties in developing ougw business initiatives.

Part of our growth strategy is to develevrbusiness areas, including sponsoring new inargtrehicles and structures, including co-
investment vehicles, and raising new types of fusdsh as long-oriented public equity funds, strted product funds and industry- or
geography-specific funds. In addition, to suppbetse initiatives, we are currently developing atehmarkets business in the United States,
Europe and Asia. As a result, we are subject tofahe risks and uncertainties associated witrettgansion into any new line of business,
including the risk that these new business initegiwill not assist us in achieving our objectivégy failure of these initiatives to meet or
exceed expectations could have an adverse effemtioresults of operations.

Extensive regulation of our businesses affects @ativities and creates the potential for significhliabilities and penalties. The possibility
increased regulatory focus could result in additiahburdens on our business. Changes in tax laws anler legislative or regulatory
changes could adversely affect us.

Our business is subject to extensive re¢guaSee "Business—Regulation.” We are subjectguilation by governmental and self-
regulatory organizations in the jurisdictions inigthwe operate around the world. Many of these leggts, including U.S. and foreign
government agencies and self-regulatory organiastiare empowered to conduct investigations andrastnative proceedings that can result
in fines, suspensions of personnel or other samgtiocluding censure, the issuance of cease-asidtagders or the suspension or expulsion of
applicable licenses and memberships. Even if agsiiyation or proceeding does not result in a gamctr the sanction imposed against us or
our personnel by a regulator were small in moneganpunt, the adverse publicity relating to the stigation, proceeding or imposition of th
sanctions could harm our reputation and cause loséoexisting clients or fail to gain new clients.

We regularly rely on exemptions in the @ditStates from various requirements of the Seear#ict of 1933, or the Securities Act, the
Exchange Act, the Investment Company Act of 194@he Investment Company Act, the Investment Adgigect of 1940, or the Investment
Advisers Act, and the U.S. Employee Retirement tne&ecurity Act of 1974, or ERISA, in conducting agset management
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activities. These exemptions are sometimes higbgpaiex and may in certain circumstances dependorptance by third parties whom we
do not control. If for any reason these exemptioase to become unavailable to us, we could becarbgest to regulatory action or third-party
claims and our business could be materially anéieehly affected. See "—Risks Related to Our Orgsditizal Structure—If we were deemed
to be an "investment company” under the Investr@amipany Act, applicable restrictions could makenpractical for us to continue our
business as contemplated and could have a matdsiatse effect on our business.” Lastly, the reguémts imposed by our regulators are
designed primarily to ensure the integrity of thhcial markets and to protect investors in omdiiand are not designed to protect our
unitholders. Consequently, these regulations afegme to limit our activities. In addition, the tégtory environment in which our fund
investors operate may affect our business. For pl@grohanges in state laws may limit investment/gigts of state pension plans.

The regulatory environment in which we @termay become more burdensome. We are in thegrofeegistering as an investment
adviser under the Investment Advisers Act. As asteged investment advisor, we will be subjecti® tequirements and regulations of the
Investment Advisers Act, which relate to, amongeotinings, recordkeeping and reporting requiremetisglosure requirements, limitations
agency and principal transactions between an adaist advisory clients. We may also be adversdgctdd as a result of new or revised
legislation or regulations imposed by the SEC, owwernmental regulatory authorities or self-regoty organizations that supervise the
financial markets. In addition, we may be adversdfgcted by changes in the interpretation or ex@orent of existing laws and rules by these
governmental authorities and self-regulatory orgatidns. It is impossible to determine the extdrnthe impact of any new laws, regulations or
initiatives that may be proposed, or whether anghefproposals will become law. Compliance with aey laws or regulations could make
compliance more difficult and expensive and affaetmanner in which we conduct business.

Certain legislation has recently been agldjit Denmark and Germany that limits the tax déHility of interest expense incurred by
companies in those countries. These measures w4t likely adversely affect Danish and German ptidfcompanies in which our private
equity funds have investments and limit the begefftadditional investments in those countries. frivate equity business is subject to the
risk that similar measures might be introducedtiveocountries in which it currently has investnsenit plans to invest in the future, or that
other legislative or regulatory measures that reglgtimpact its portfolio investments might be prolgated in any of the countries in which it
invests.

In the United Kingdom, the Financial Seedduthority recently published a discussion papethe impact that the growth in the private
equity market has had on the markets in the Uieddom and the suitability of its regulatory apach in addressing risks posed by the
private equity market.

We have received a request for certain oh@is and other information from the Antitrust Biein of the U.S. Department of Justice, or
the DOJ, in connection with the DOJ's investigatibprivate equity firms to determine whether theywe engaged in conduct prohibited by
United States antitrust laws. We are fully coogatatvith the DOJ's investigation.

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

The investment decisions we make in ouetassnagement business and the activities of estiment professionals on behalf of our
portfolio companies may subject them and us taigieof third-party litigation arising from investdissatisfaction with the performance of
those funds, the activities of our portfolio comigsrnand a variety of other litigation claims. Fgample, in early 2007, 13 private equity firms,
including us, were named as defendants in a pwgatass action complaint by shareholders in puddiopanies recently acquired by private
equity firms. In June 2007 this suit was dismisisgdhe plaintiffs without prejudice.

To the extent investors in our private ggfunds suffer losses resulting from fraud, gnesgligence, willful misconduct or other similar
misconduct, investors may have remedies againstugrivate equity
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funds, our principals or our affiliates under tleddral securities law and state law. Investoraimnfonds do not have legal remedies against us,
the general partners of our funds, our funds, ouncipals or our affiliates solely based on thegsatisfaction with the investment performance
of those funds. While the general partners andsitnvent advisers to our private equity funds, initigdheir directors, officers, other
employees and affiliates, are generally indemnifaethe fullest extent permitted by law with resptectheir conduct in connection with the
management of the business and affairs of our fgriequity funds, such indemnity does not extenactins determined to have involved
fraud, gross negligence, willful misconduct or athignilar misconduct.

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

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

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

There is a risk that our employees coulgbge in misconduct that adversely affects our lssinWe are subject to a number of
obligations and standards arising from our busiaeskour authority over the assets we manage. ibtegtion of these obligations and
standards by any of our employees would advergédgteaour clients and us. Our business often reguihat we deal with confidential matters
of great significance to companies in which we rimagst. If our employees were improperly to uséisclose confidential information, we
could suffer serious harm to our reputation, finahgosition and current and future business retetips, as well as face potentially signific
litigation. It is not always possible to detectdater employee misconduct, and the extensive ptiecauve take to detect and prevent this
activity may not be effective in all cases. If asfyour employees were to engage in misconduct oe webe accused of such misconduct, our
business and our reputation could be adverselgtafie

Risks Relating to the Investments We Manage

Poor performance of the investments we manage watddse a decline in our net income and cash flongyrobligate us to repay son
carried interest previously paid to us, and couldwersely affect our ability to raise capital for fure funds.

In the event that any of the significantdatments we manage were to perform poorly, ouimeeime and cash flow would decline bec:
the value of our assets under management woul@aser which would result in a reduction in somewfmanagement fees, and our
investment returns would decrease, resulting edaiction in the carried interest we earn. Moreowercould experience losses on our
investments of our own capital as a result of gaformance by the investments we manage. Furthesriipas a result of poor performance
of later investments in one of our traditional pitiy equity funds' life, the fund does not achieverall profitability, we will be obligated to
repay the amount by which carried interest that prasiously distributed to us exceeds amounts tizlwtve are ultimately entitled. These
repayment obligations may be related to amountgiqusly distributed to our principals prior to tbempletion of this offering, with respect to
which our unitholders did not receive any bené&dor performance of our funds could make it mofficdit for us to raise new capital.
Investors in funds

39




might decline to invest in future funds we raisezdstors and potential investors in our funds curaily assess our funds' performance, and our
ability to raise capital for existing and futurenfis will depend on our funds' continued satisfacparformance.

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

There are no readily ascertainable markieeg for a substantial majority of illiquid inves¢nts of our funds. When determining fair
values of investments, we use the last reportedtebarice as of the statement of financial condititate for investments that have readily
observable market prices. When an investment doelsave a readily available market price, the alue of the investment represents the
value, as determined by us in good faith, at whiehinvestment could be sold in an orderly dispasiover a reasonable period of time
between willing parties other than in a forcediquidation sale. There is no single standard faefgining fair value in good faith and in ma
cases fair value is best expressed as a rangé gafaes from which a single estimate may be detiwwhen making fair value determinations,
we typically use a market multiples approach thaasaders a specified financial measure (such a3 EB) or a discounted cash flow or
liquidation analysis. We also consider a rangedalittonal factors that we deem relevant, including price at which the investment was
acquired, the nature of the investment (such aghehé is a controlling interest), local markenditions, market prices for comparable
securities and financing transactions and intemadels that consider the current and expected tipgnaerformance and cash flows of the
company in which the investment was made.

Because valuations, and in particular viédna of investments for which market quotations ot readily available, are inherently
uncertain, may fluctuate over short periods of tand may be based on estimates, determinatioragrofdlue may differ materially from the
values that would have resulted if a ready marketdxisted. Even if market quotations are avail&di@ur investments, such quotations may
not reflect the value that we would actually beeabl realize because of various factors, inclugiogsible illiquidity. Our partners' capital co
be adversely affected if the values of investm#mas we record are materially higher than the vathat are ultimately realized upon the
disposal of the investments and changes in valtieisiaed to investments from quarter to quarteymesult in volatility in our assets under
management and such changes could materially dffecesults of operations that we report fromqeeto period. We cannot assure you that
the investment values that we record from timent@ twill ultimately be realized. We also cannotuassyou that you will be able to realize the
investment values that are presented in this poigpe

Because there is significant uncertaintthvaluation of, or in the stability of the valok illiquid investments, the fair values of
investments reflected in a fund's NAV do not neagbsreflect the prices that would actually beaibed by us on behalf of the fund when s
investments are realized. Realizations at valugsfgiantly lower than the values at which investiisehave been reflected in prior fund NAVs
would result in losses for the applicable fund #ralloss of potential carried interest and othesfélso, if realizations of our investments
produce values materially different than the cagyalues reflected in prior fund NAVs, investoraymose confidence in us, which would in
turn result in difficulty in raising additional fais.

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

In addition, because we value our investien a quarterly basis only, subsequent eventsithg have a material impact on those
valuations will not be reflected until the next gealy valuation date.
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The historical returns attributable to our fundsntcluding those presented in this prospectus, shontit be considered as indicative of t
future results of our funds or of our future resudtor of any returns expected on an investment ir gommon units.

We have presented in this prospectus reegesss IRRs, multiples of invested capital andized and unrealized investment values for
funds that we have sponsored and managed. Theitédtand potential future returns of the fundg thhe manage are not directly linked to
returns on our common units. In connection withRe®rganization Transactions and this offeringwilenot acquire all of the interests in the
KKR Group, our accounting predecessor, and wenmeitlacquire an interest in two legacy funds thatrast included in the KKR Group. In
addition, although two of the three side-by-sidedsithat constitute the KKR Strategic Capital Fumalge been consolidated by the
KKR Group, the third side-by-side fund in the KKR&egic Capital Funds is not consolidated by tiérKGroup because it is is owned and
controlled by third-party investors and we holdeomnomic or voting interests in that fund.

Following the Reorganization Transactiond this offering, we will have controlling and econic interests in the management
companies of our funds, the general partners ofraditional private equity funds (other than tf9& Fund and earlier funds) and future funds
and our capital markets companies. We will alscehev economic (but not controlling) interest in ¢femeral partner of the KKR Private Eqt
Investors master fund. As a result of these intsr@ge will have a right to share ratably in: figtmanagement, transaction, monitoring and
other fees from our existing and future privateiggiunds and their portfolio companies; (ii) tharded interest earned by the general partners
of our existing and future private equity fundsh@tthan the 1996 Fund and earlier funds); (iii) eeturns generated on capital contributions
made by the general partners of our existing ahddiprivate equity funds after the completionto$ toffering; and (iv) the management,
incentive and other potential fees for managingensting and future credit strategy funds.

In light of the fact that we will not acgeiinterests in all of the private equity and credtivities we have historically conducted, you
should not conclude that continued positive perforoe of the funds that we manage will necessaggult in positive returns on an investment
in our common units. However, poor performanceheffunds that we manage would cause a declinerimoome from such funds and would
therefore have a negative effect on our performamekin all likelihood the returns on an investmiemur common units.

Moreover, with respect to the historicduras of our funds:

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

. you will not benefit from any value that was crehite our funds prior to your investment in our coomrunits to the extent such
value has been realized;

. the historical returns of our funds and their fetperformance has been and will be affected by ee@onomic factors, includir
factors that may not have been prevalent in thimgerrelevant to the return data above;

. in the past few years, the rates of returns of sohwair funds have been positively influenced byuanber of investments that
experienced a substantial decrease in the aveddimdy period of such investments and rapid andtsuttial increases in value
following the dates on which those investments weagle, trends and rates of return that are nototegeo continue;

. our funds' returns have benefited from investmepiootunities and general market conditions that matyrepeat themselves,
including favorable borrowing conditions in the tetarkets, and there can be no assurance thatuoent or future funds will
be able to avail themselves of comparable investmgportunities or market conditions or that sudrket conditions will
continue;
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. the results of our credit segment are impactedbyperformance of the credit strategy funds we m@anBecent disruptions
the credit markets may adversely impact the perémoe of these funds, which would reduce our managefees because the
fees are based in part on the net asset valuesé tstrategy funds. Additionally, reduced profiigbor losses realized by the
credit strategy funds would reduce or eliminatesirtove fees earned by our credit segment; and

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

In addition, future returns will be affedtby the risks described elsewhere in this prospedatcluding risks of the industry sectors and
businesses in which a particular fund invests.

Dependence on significant leverage in investmengsoir funds could adversely affect our ability talaieve attractive rates of return @
those investments.

Because many of our funds' investmentshielyvily on the use of leverage, our ability toiael attractive rates of return on investments
will depend on our continued ability to accessisight sources of indebtedness at attractive r&msexample, our credit strategy funds use
varying degrees of leverage when making investm@&insilarly, in many private equity investmentsjéitedness may constitute 70% or more
of a portfolio company's total debt and equity taf#ation, including debt that may be incurre&dnnection with the investment. An increase
in either the general levels of interest ratesahe risk spread demanded by sources of indebésdmeuld make it more expensive to finance
those investments. In addition, increases in istar@es could also decrease the value of fixegldabt investments that our funds make.
Increases in interest rates could also make it rdiffieult to locate and consummate private equityestments because other potential buyers,
including operating companies acting as strategiebs, may be able to bid for an asset at a higtiee due to a lower overall cost of capital.
In addition, a portion of the indebtedness useihemce private equity investments often includightyield debt securities issued in the capital
markets. Availability of capital from the higfield debt markets is subject to significant vdigti and there may be times when we might nc
able to access those markets at attractive rates,al, when completing an investment.

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

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

. give rise to an obligation to make mandatory prepanyts of debt using excess cash flow, which miighit the entity's ability to
respond to changing industry conditions to the mbéelditional cash is needed for the response gikernnplanned but necessary
capital expenditures or to take advantage of graptiortunities;

. limit the entity's ability to adjust to changing rket conditions, thereby placing it at a compegitdisadvantage compared to its
competitors who have relatively less debt;

. limit the entity's ability to engage in strategaisitions that might be necessary to generatadditte returns or further growt
and
. limit the entity's ability to obtain additional fimcing or increase the cost of obtaining such fivay) including for capital

expenditures, working capital or other general ooafe purposes.

A leveraged company's income and equity tdad to increase or decrease at a greater mteatbuld otherwise be the case if money had
not been borrowed. As a result, the risk of losoeaiated with a leveraged company is generallytgrehan for companies with comparatively
less debt.
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Any of the foregoing circumstances coulgéha material adverse effect on our financial ctholj results of operations and cash flow.
The asset management business is intensely conipetit

We compete as an alternative asset maageoth investors and investment opportunitiest @ampetitors consist primarily of sponsors
of public and private investment funds, businesgeimment companies, investment banks, commeio@hée companies and operating
companies acting as strategic buyers. We belieatecthimpetition for investors is based primarilyimnestment performance; business
reputation; the duration of relationships with istas; the quality of services provided to invest@ricing; and the relative attractiveness of
types of investments that have been or are to lieemée believe that competition for investment appdaties is based primarily on the
pricing, terms and structure of a proposed investraad certainty of execution. A number of facteesve to increase our competitive risks:

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

. several of our competitors have recently raise@drerexpected to raise, significant amounts oftah@nd many of them have
similar investment objectives to ours, which magate additional competition for investment oppaittes and may reduce the
size and duration of pricing inefficiencies thatnmalternative investment strategies seek to eploi

. some of these competitors may also have a lowe¢roé@spital and access to funding sources thaharavailable to us, which
may create competitive disadvantages for us wipeet to investment opportunities;

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

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

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

. some investors may prefer to invest with an investnmanager that is not publicly traded; and

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

We may lose investment opportunities inftitare if we do not match investment prices, dtites and terms offered by competitors.
Alternatively, we may experience decreased investmeturns and increased risks of loss if we matelstment prices, structures and terms
offered by competitors. In addition, if interestamwere to rise or if market conditions for conmpginvestment products improve and such
products begin to offer rates of return superiahtmse achieved by our funds, the attractivenessiofunds relative to investments in other
investment products could decrease. This competiressure could adversely affect our ability t&ensuccessful investments and limit our
ability to raise future funds, either of which wdwdversely impact our business, results of operatand cash flow.
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The due diligence process that we undertake in cection with our investments may not reveal all faghat may be relevant in connectic
with an investment.

Before making our investments, we conduwet diligence that we deem reasonable and apprefrésed on the facts and circumstances
applicable to each investment. The objective ofdihe diligence process is to identify attractiveeistment opportunities based on the facts and
circumstances surrounding an investment and, icdlse of private equity investments, and to prepdramework that may be used from the
date of an acquisition to drive operational achieget and value creation. When conducting due diigewe typically evaluate a number of
important business, financial, tax, accounting,iemmental and legal issues in determining whetinarot to proceed with an investment.
Outside consultants, legal advisers, accountamtsrasestment banks are involved in the due diligepcess in varying degrees depending on
the type of investment. Nevertheless, when condgdatiue diligence and making an assessment regaadiityestment, we rely on resources
available to us, including information providedthye target of the investment and, in some circuntgts, third-party investigations. The due
diligence process may at times be subjective vatipect to newly organized companies for which &intited information is available.
Accordingly, we cannot be certain that the duegdifice investigation that we will carry out withpest to any investment opportunity will
reveal or highlight all relevant facts that mayrneeessary or helpful in evaluating such investrogpbrtunity. We also cannot be certain that
our due diligence investigations will result in @stments being successful.

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

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

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

Our results are highly dependent on outinard ability to generate attractive returns froam investments. Investments made by our
private equity funds involve a number of signifitaisks inherent to private equity investing, indilg the following:

. companies in which private equity investments aaglenmay have limited financial resources and mayriable to meet the
obligations under their securities, which may beoagpanied by a deterioration in the value of teeguity securities or any
collateral or guarantees provided with respeché&ir tdebt;

. companies in which private equity investments aaelenare more likely to depend on the managementttaand efforts of
small group of persons and, as a result, the ddighbility,
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resignation or termination of one or more of thpsesons could have a material adverse impact antithsiness and prospects
and the investment made;

. companies in which private equity investments aaglengenerally have less predictable operatingtegsuhy from time to tim
be parties to litigation, may be engaged in rapadiginging businesses with products subject to stantial risk of obsolescence
and may require substantial additional capitalufgp®rt their operations, finance expansion or nadintheir competitive
position; and

. executive officers, directors and employees of@uitg sponsor may be named as defendants in litig&tvolving a company i
which a private equity investment is made or is\gehade.

Our private equity investments are typically amotige largest in the industry, which involve certadomplexities and risks that are not
encountered in small- and medium-sized investments.

Our private equity funds make investmemisarily in companies with large capitalizationdhieh involves certain complexities and risks
that are not encountered in small- and medium-siregstments. For example, larger transactions loeayore difficult to finance and exiting
larger deals may present incremental challengesddiition, larger transactions may pose greatdiesiges in implementing changes in the
company's management, culture, finances or opestand may entail greater scrutiny by regulataisr unions and other third parties.
Recently, labor unions have been more active irosipg certain larger investments by our privateitydunds and private equity firms
generally.

In recent years, the amount of equity edypitat is required to complete a large capitaliraprivate equity transaction has increased
significantly, which has resulted in some of thegyést private equity transactions being struct@®tconsortium transactions.” A consortium
transaction involves an equity investment in whigb or more other private equity firms serve togetbr collectively as equity sponsors.
While we have sought to limit where possible thevant of consortium transactions in which we haverbi@volved, we have participated in a
significant number of those transactions. Ten d&7oof the investments in our current private ggportfolio were acquired through
consortium transactions. Consortium transactiomeiggly entail a reduced level of control by ounfiover the investment because governance
rights must be shared with the other private egegiiynsors. Accordingly, we may not be able to admtecisions relating to a consortium
investment, including decisions relating to the agament and operation of the company and the timaiagnature of any exit, which could
result in the risks described in "—Our funds haweminvestments in companies that we do not cqraxplosing us to the risk of decisions
made by others with which we may not agree." Antheke factors could increase the risk that ogielainvestments could be less successful.
The consequences to our investment funds of ancaassful larger investment could be more severengiive size of the investment.

Our funds have made investments in companies thatdw not control, exposing us to the risk of deoisé made by others with which we
may not agree.

Our funds hold investments that includetdeftruments and equity securities of companiaswe do not control. Such instruments and
securities may be acquired by our funds througtiirigaactivities or through purchases of securitiem the issuer. In addition, our funds may
acquire minority equity interests, particularly whgponsoring investments as part of a large investosortium, and may also dispose of a
portion of their majority equity investments in folio companies over time in a manner that resulthe funds retaining a minority
investment. Those investments will be subject eortbk that the company in which the investmembéle may make business, financial or
management decisions with which we do not agreébatrthe majority stakeholders or the managemetiteo€ompany may take risks or
otherwise act in a manner that does not serventeirests. If any of the foregoing were to occue, thlue of investments by our funds could
decrease and our financial condition, results @frafions and cash flow could suffer as a result.
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We expect to make investments in companies thatlerged outside of the United States, which may eepos to additional risks not typica
associated with investing in companies that are &#dn the United States.

Many of our funds invest a significant pontof their assets in the equity, debt, loanstbepsecurities of issuers that are based outside o
the United States. A substantial amount of thegestments consist of private equity investmentseriadour private equity funds. For
example, as of June 30, 2007, approximately 63#efair value of those investments of those fumds attributable to foreign investments.
Investing in companies that are based outsideeoUthited States, particularly in countries chamdoéel as having emerging markets, involves
risks and considerations that are not typicallyeaisged with investments in companies establishetié United States. These risks may inc
the following:

. the possibility of exchange control regulationdjtfal and social instability, nationalization expropriation of assets;
. the imposition of non-U.S. taxes;

. less liquid markets

. reliance on a more limited number of commodity itspgervice providers and/or distribution mechasism
. adverse fluctuations in currency exchange rates;

. higher rates of inflatior

. less available current information about an iss

. higher transaction costs;

. less government supervision of exchanges, broketsssuers;

. less developed bankruptcy lav

. difficulty in enforcing contractual obligation

. lack of uniform accounting, auditing and finanai@porting standards;

. less stringent requirements relating to fiducianies;

. fewer investor protections; al

. greater price volatility.

Although we expect that most of our fureigital commitments will be denominated in U.Slatgl, investments that are denominated
foreign currency will be subject to the risk thia¢ tvalue of a particular currency will change ifatien to one or more other currencies. Among
the factors that may affect currency values ametizalances, levels of short-term interest ratiéferences in relative values of similar assets in
different currencies, long-term opportunities fovéstment and capital appreciation and politicakitsopments. We may employ hedging
techniques to minimize these risks, but we carraffeassurance that such strategies will be effectf we engage in hedging transactions, we
may be exposed to additional risks associated suith transactions. See "—Risk management activitegsadversely affect the return on our
investments."
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Our equity investments and many of our debt investits often rank junior to investments made by otheexposing us to greater risk of
losing our investment.

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

Risk management activities may adversely affectitbteirn on our investments

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

The success of any hedging or other deévisdtansactions that we enter into generally dépend on our ability to correctly predict
market changes. As a result, while we may entersnth transactions in order to reduce our expdasumearket risks, unanticipated market
changes may result in poorer overall investmerfopmance than if the hedging or other derivatiengsaction had not been executed. In
addition, the degree of correlation between priceements of the instruments used in connection hetiging activities and price movements
in a position being hedged may vary. Moreover goariety of reasons, we may not seek or be sutd@s®stablishing a perfect correlation
between the instruments used in a hedging or oléwévative transactions and the position being bedén imperfect correlation could prewv:
us from achieving the intended result and coule@ gise to a loss. In addition, it may not be pdssib fully or perfectly limit our exposure
against all changes in the value of our investmdrgsause the value of investments is likely totflate as a result of a number of factors, s
of which will be beyond our control or ability tetige.

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

The governing agreements of our funds dorttaly limited investment restrictions and onlgited requirements as to diversification of
fund investments, either by geographic region seatype. During
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periods of difficult market conditions or slowdowinsthese sectors or geographic regions, decreasedues, difficulty in obtaining access to
financing and increased funding costs may be ekated by this concentration of investments, whidub result in lower investment returns.

Our funds may make investments that could give risea conflict of interest.

Our funds invest in a broad range of asketses throughout the corporate capital struciurese investments include investments in
corporate loans and debt securities, preferredyegacurities and common equity securities. Inaiertases, we may manage separate funds
that invest in different parts of the same compaogpital structure. For example, our credit sgafeinds may invest in different classes of the
same company's debt and may make debt investrmeatsdmpany that is owned by one of our privatétgdunds. In those cases, the inter:
of our funds may not always be aligned, which caukshte actual or potential conflicts of interestiee appearance of such conflicts. For
example, one of our private equity funds could havénterest in pursuing an acquisition, divesgitar other transaction that, in our judgment,
could enhance the value of the private equity itnmest, even though the proposed transaction waidgest one of our credit strategy fund's
debt investments to additional or increased riSksilarly, our ability to effectively implement ogublic equity strategies may be limited to
extent that contractual obligations entered intthimordinary course of our traditional private igbusiness impose restrictions on our
engaging in transactions that we may be interastetherwise pursuing. Appropriately dealing withnélicts of interest is complex and diffic
and we could suffer reputational damage or potelwiaility if we fail, or appear to fail, to dealppropriately with conflicts as they arise.

Risks Related to Our Organizational Structure

Our unitholders do not control our Managing Partnesr vote in the election or removal of its directoand will have limited ability to
influence decisions regarding our business.

Our Managing Partner, which serves as olgr general partner and manages our business i as owned by our senior principals,
including our founders. Pursuant to its limitelldy company agreement, our Managing Partnerdstéablished a board of directors that will
be responsible for the oversight of our busineskagerations. The board of directors, co-chairedinyfounders, appoints the officers of the
Managing Partner. Our unitholders do not controlManaging Partner or its board of directors amdike the holders of common stock in a
corporation, they will have only limited voting hits under our partnership agreement and generdllpevunable to influence decisions
regarding our business. Our unitholders also wvaitllmave the right to remove our Managing Partnghageneral partner of our partnership
without our Managing Partner's consent.

Our founders will be able to determine the outcomfeany matter that may be submitted for a vote lo¢ timited partners.

Immediately following this offering, KKR Hiings, which is owned by our principals and certaf our former personnel and controlled
by our founders, will beneficially own 6bthe equity in our business. KKR Holdings wilsalhold an equivalent amount of special
voting units in our partnership, which will entifteto cast an equivalent number of votes on tHegematters that may be submitted to a vot
our unitholders. Due to the foregoing, immediafelowing this offering, our founders, who will hawthe power to vote the special voting u
held by KKR Holdings, will generally have sufficievoting power to determine the outcome of those figatters that may be submitted for a
vote of our unitholders, including amendments tomartnership agreement that may be materially isg@vi® our unitholders. In addition, our
partnership agreement contains provisions thatlenabto take actions that would materially andeaglely affect all unitholders or a particular
class of unitholders upon the majority vote ofaltstanding voting units, and since % wf eoting units will be controlled by our
founders
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immediately following this offering, our founderslMhave the ability to take actions that could eré&lly and adversely affect unitholders
either as a whole or as a particular class.

Our unitholders' voting rights are furthestricted by provisions in our partnership agresnstating that any common units held by a
person that beneficially owns % or morewy class of our common units then outstandingefathan our Managing Partner or its
affiliates, or a direct or subsequently approvedigferee of our Managing Partner or its affiliats)not be voted on any matter. Our
partnership agreement also contains provisiongifipthe ability of our unitholders to call meet§go acquire information about our
operations, and to influence the manner or direatibour management. Our partnership agreementales not restrict our Managing Partn
ability to take actions that may result in our loeireated as an entity taxable as a corporatiotdf8r federal (and applicable state) income tax
purposes. Furthermore, unitholders are not entitedissenters' rights of appraisal under our gastrip agreement or applicable Delaware law
in the event of a merger or consolidation, a shubstantially all of our assets or any othersgeamion or event.

In addition, as a result of these mattesthe provisions referred to under "—Our unithoddgo not control our Managing Partner or vote
in the election or removal of its directors andlWwdve limited ability to influence decisions redigg our business," our unitholders may be
deprived of an opportunity to receive a premiumtf@ir common units in the future through a salewfpartnership, and the trading prices of
our common units may be adversely affected by bseace or reduction of a takeover premium in tadimig price.

We are permitted to repurchase all of the outstamglicommon units under certain circumstances, andstihepurchase may occur at an
undesirable time or price.

We have the right to acquire all of ountteutstanding common units at the then-curreniriagrice either if % or less of our common
units are held by persons other than our ManagarthBr and its affiliates or if we, the ManagingtRer or its directors, officers, trustees or
agents are in any manner subjected to the prowsibthe Investment Company Act. As a result of danaging Partner's right to purchase
outstanding common units, a holder of common unéy have his common units purchased at an undéstiate or price.

We are a limited partnership and as a result willgify for and intend to rely on some exemption®fn the corporate governance and other
requirements of the New York Stock Exchange.

We are a limited partnership and will gfyafor exceptions from certain corporate governasee other requirements of the rules of the
New York Stock Exchange. Pursuant to these exaeptiomited partnerships may elect not to complthweiertain corporate governar
requirements of the New York Stock Exchange, inicigdhe requirements: (i) that a majority of thexlbof directors of the listed company
consist of independent directors; (ii) that théslilscompany have a nominating and corporate gomeeneommittee that is composed entirel
independent directors; and (iii) that the listedhpany have a compensation committee that is condparstirely of independent directors. In
addition, as a limited partnership, we will notrdequired to hold annual unitholder meetings. While Managing Partner's board of directors
will consist of a majority of directors who are epkndent under New York Stock Exchange Rules anel @damominating and governance
committee, our nominating and governance commitilenot consist entirely of independent directorsmeet other substantive requirements
that would be applicable absent such an exempdiathwe do not intend to have a compensation comeiftccordingly, you will not have the
same protections afforded to equity holders oftieistihat are subject to all of the corporate goaece requirements of the New York Stock
Exchange.
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Potential conflicts of interest may arise among oMlanaging Partner, its affiliates and us. Our Managg Partner and its affiliates hawv
limited fiduciary duties to us and our unitholdersyhich may permit them to favor their own interedtsthe detriment of us and our
unitholders.

Conflicts of interest may arise among owndging Partner and its affiliates, on the one hand us and our unitholders, on the other
hand. As a result of these conflicts, our Manadtaginer may favor its own interests and the intsrefkits affiliates over the interests of our
unitholders. These conflicts include, among othirs following:

. our Managing Partner determines the amount andigirof our investments and dispositions, indebtesinesuances of addition
partner interests and amounts of reserves, eashioh can affect the amount of cash that is avhelédr distribution to you;

. our Managing Partner is allowed to take into actdl@ interests of parties other than our partriprishresolving conflicts of interes
which has the effect of limiting its duties, inclod fiduciary duties, to our unitholders. For exdeypur affiliates that serve as the
general partners of our funds have fiduciary anttrectual obligations to our fund investors, andhsabligations may cause such
affiliates to regularly take actions that might atsely affect our near-term results of operatiansash flow. Our Managing Partner
would have no obligation to intervene in, or toifyobur unitholders of, such actions by such adfidis;

. because our principals will indirectly hold Grouarfership units that are not subject to corparateme taxation and we will hold
some of our Group Partnership units through a whmlined subsidiary that is taxable as a corporationflicts may arise between our
principals and our partnership relating to the &@ea and structuring of investments;

. as discussed below, our Managing Partner has tintidiability and reduced or eliminated its dgtigncluding fiduciary duties, under
our partnership agreement, while also restrictimgremedies available to our unitholders for agtithrat, without these limitations,
might constitute breaches of duty, including fidugiduties. In addition, we have agreed to indeynoifr Managing Partner and its
affiliates to the fullest extent permitted by laaxcept with respect to conduct involving bad fafthud or willful misconduct. By
purchasing our common units, you will have agresdi @nsented to the provisions set forth in outrgaiship agreement, including the
provisions regarding conflicts of interest situatdhat, in the absence of such provisions, mighstitute a breach of fiduciary or other
duties under applicable state law;

. our partnership agreement does not restrict ourddag Partner from causing us to pay it or itsliatis for any services rendered,
from entering into additional contractual arrangataevith any of these entities on our behalf, sglas the terms of any such
additional contractual arrangements are fair andapable to us as determined under the partneaghgement;

. our Managing Partner determines how much debt wariand that decision may adversely affect ouricratings;
. our Managing Partner determines which costs indupseit and its affiliates are reimbursable by
. other than as set forth in the non-competition -golicitation and confidentiality agreements to @rhour principals will be subject,

which may not be enforceable, affiliates of our gimg Partner and existing and former personnel@ad by our Managing Partner
are not prohibited from engaging in other busingsseactivities, including those that might be iredt competition with us;

. our Managing Partner controls the enforcement ti§ations owed to us by it and its affiliates; and

. our Managing Partner decides whether to retainraépaounsel, accountants or others to performicgsfor us
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See "Certain Relationships and RelatedyPaetnsactions" and "Conflicts of Interest and [Eiduy Responsibilities."

Our partnership agreement will contain provisionkat reduce or eliminate duties (including fiduciarguties) of our Managing Partner and
limit remedies available to unitholders for actiorteat might otherwise constitute a breach of dutywill be difficult for a unitholder to
successfully challenge a resolution of a conflictinterest by our Managing Partner or by its condlis committee

Our partnership agreement will contain simns that require our unitholders to waive orgemt to conduct by our Managing Partner and
its affiliates that might otherwise raise issueswtlzompliance with fiduciary duties or applicatde/. For example, our partnership agreement
will provide that when our Managing Partner is agtin its individual capacity, as opposed to incépacity as our Managing Partner, it may
without any fiduciary obligations to us or our Ungtders whatsoever. When our Managing Partnetsioapacity as our general partner, is
permitted to or required to make a decision iridtsle discretion” or "discretion" or that it deefmgcessary or appropriate" or "necessary or
advisable,” then our Managing Partner will be é&dito consider only such interests and factois @ssires, including its own interests, and
will have no duty or obligation (fiduciary or otlveise) to give any consideration to any interestrofactors affecting us or any unitholders and
will not be subject to any different standards isgdb by the partnership agreement, the DelawaresBgWiniform Limited Partnership Act,
which we refer to as the Delaware Limited Partnipréict, or under any other law, rule or regulatmnin equity.

The above modifications of fiduciary dutee expressly permitted by Delaware law. Henceameeour unitholders will only have
recourse and be able to seek remedies against auadihg Partner if our Managing Partner breaclseshiigations pursuant to our partnership
agreement. Unless our Managing Partner breachebligations pursuant to our partnership agreenveatand our unitholders will not have
any recourse against our Managing Partner eveur iM@anaging Partner were to act in a manner thatingonsistent with traditional fiduciary
duties. Furthermore, even if there has been a brefihe obligations set forth in our partnerstgpement, our partnership agreement prov
that our Managing Partner and its officers andatines will not be liable to us or our unitholdeos érrors of judgment or for any acts or
omissions unless there has been a final and nosadgdge judgment by a court of competent jurisdittietermining that the Managing Partner
or its officers and directors acted in bad faitlengaged in fraud or willful misconduct. These fs@mns are detrimental to the unitholders
because they restrict the remedies available tihaldiers for actions that without those limitationgyht constitute breaches of duty including
fiduciary duties.

Whenever a potential conflict of interesisés between us and our Managing Partner, our BiagaPartner may resolve such conflict of
interest. If our Managing Partner determines ttsatdsolution of the conflict of interest is onnesrno less favorable to us than those generally
being provided to or available from unrelated thiedties or is fair and reasonable to us, taking &tcount the totality of the relationships
between us and our Managing Partner, then it wilbesumed that in making this determination, oandfjing Partner acted in good faith. A
unitholder seeking to challenge this resolutiothef conflict of interest would bear the burden wér@oming such presumption. This is diffel
from the situation with Delaware corporations, wharconflict resolution by an interested party widog presumed to be unfair and the
interested party would have the burden of demotisgrshat the resolution was fair.

Also, if our Managing Partner obtains tippmval of the conflicts committee of our ManagmPartner, the resolution will be conclusively
deemed to be fair and reasonable to us and naazlbiby our Managing Partner of any duties it mag to us or our unitholders. This is
different from the situation with Delaware corpdoas, where a conflict resolution by a committeagisting solely of independent directors
may, in certain circumstances, merely shift thedbarof demonstrating unfairness to the plaintiffidu choose to purchase a common unit,
will be treated as having consented to the promisiet forth in the partnership agreement, inclygirovisions regarding conflicts of interest
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situations that, in the absence of such provisionght be considered a breach of fiduciary or othéies under applicable state law. As a
result, unitholders will, as a practical mattert be able to successfully challenge an informedsit by the conflicts committee. See
"Conflicts of Interest and Fiduciary Responsibéli"

The control of our Managing Partner may be transfed to a third party without unitholder consent.

Our Managing Partner may transfer its galngairtner interest to a third party in a mergecamsolidation or in a transfer of all or
substantially all of its assets without the cons#rdur unitholders. Furthermore, at any time, itiembers of our Managing Partner may sell or
transfer all or part of their limited liability cgmany interests in our Managing Partner withoutapproval of the unitholders, subject to certain
restrictions as described elsewhere in this praspeé new general partner may not be willing deab form new funds and could form funds
that have investment objectives and governing tehatsdiffer materially from those of our currenhfls. A new owner could also have a
different investment philosophy, employ investmprafessionals who are less experienced, be unssfatésidentifying investment
opportunities or have a track record that is nawsessful as our track record. If any of thedoieg were to occur, we could experience
difficulty in making new investments, and the vabfeur existing investments, our business, oulte®f operations and our financial
condition could materially suffer.

We intend to pay periodic distributions to our uhitlders, but our ability to do so may be limited byr holding company structure,
applicable provisions of Delaware law and contraatuestrictions.

Following the completion of this offeringe intend to pay cash distributions on a quarteasis. We are a holding company and will h
no material assets other than the Group Partneustiip that we will hold through wholly-owned suttisiries and will have no independent
means of generating income. Accordingly, we intendause the Group Partnerships to make distribsittm the Group Partnership units,
including Group Partnership units that we directhindirectly hold, in order to provide us with §afent amounts to fund distributions we may
declare on our common units. If the Group Partripssinake such distributions, other holders of GrBapthership units, including KKR
Holdings, will be entitled to receive equivalenstiibutions pro rata based on their Group Partienshits, except that we will be entitled to
priority distributions of income through  as described under "Distribution Policy."

The declaration and payment of any futusé&ributions will be at the sole discretion of ddanaging Partner, which may change our
distribution policy at any time. Our Managing Partmill take into account general economic and tess conditions, our strategic plans and
prospects, our business and investment opportandig financial condition and operating resultsrking capital requirements and anticipated
cash needs, contractual restrictions and obligstimeluding payment obligations pursuant to theréceivable agreement, legal, tax and
regulatory restrictions, restrictions or other ifngtions on the payment of distributions by usuo enitholders or by our subsidiaries to us and
such other factors as our Managing Partner may dekwvant. Under the Delaware Limited Partnership, &ve may not make a distribution to
a partner if after the distribution all our lialiéis, other than liabilities to partners on accafrtheir partner interests and liabilities for \wii
the recourse of creditors is limited to specifiogerty of the partnership, would exceed the falu@a@f our assets. If we were to make such an
impermissible distribution, any limited partner wiezeived a distribution and knew at the time efdfstribution that the distribution was in
violation of the Delaware Limited Partnership Aabwid be liable to us for the amount of the disttid for three years. In addition, the Group
Partnerships' cash flow from operations may befiitsent to enable it to make required minimum tigtributions to its partners, in which c:
the Group Partnerships may have to borrow fundbassets, and thus our liquidity and financ@idition could be materially adversely
affected.

Furthermore, by paying cash distributicather than investing that cash in our businessesjsk slowing the pace of our growth, or not
having a sufficient amount of cash to fund our afiens, new investments or unanticipated capitpeerlitures, should the need arise.
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Our ability to characterize such distribas as capital gains or qualified dividend inconayroe limited, and you should expect that some
or all of such distributions may be regarded asnamy income.

We will be required to pay our principals for most the benefits relating to any additional tax degmiation or amortization deductions we
may claim as a result of the tax basis step-up weeive in connection with subsequent exchangeswfammon units and related
transactions.

We and our intermediate holding company imayequired to acquire Group Partnership unitsftione to time pursuant to our exchange
agreement with KKR Holdings. To the extent thisursc the exchanges are expected to result in aedse in our intermediate holding
company's share of the tax basis of the tangilderangible assets of KKR Management Holdings LpRmarily attributable to a portion of
the goodwill inherent in our business, that woubd atherwise have been available. This increasaxfasis may increase (for tax purposes)
depreciation and amortization and therefore redaee@mount of income tax our intermediate holdiognpany would otherwise be required to
pay in the future. This increase in tax basis may decrease gain (or increase loss) on futureodigpns of certain capital assets to the extent
tax basis is allocated to those capital assets.

We will enter into a tax receivable agreameith KKR Holdings requiring our intermediate Halg company to pay to KKR Holdings or
transferees of its Group Partnership units 85%hefamount of cash savings, if any, in U.S. fedatate and local income tax that the
intermediate holding company actually realizesigateemed to realize, in the case of an early tatidn payment by our intermediate holding
company or a change of control) as a result ofitligease in tax basis, as well as 85% of the atafusny such savings the intermediate
holding company actually realizes (or is deemexkédize) as a result of increases in tax basisdtisg¢ due to future payments under the
agreement. This payment obligation will be an ddtiign of our intermediate holding company and rHaither Group Partnership. In the event
that other of our current or future subsidiariesdme taxable as corporations and acquire Group&tatip units in the future, or if we become
taxable as a corporation for U.S. federal incomeptaposes, we expect that each such entity wilbbree subject to a tax receivable agreement
with substantially similar terms. While the actiradrease in tax basis, as well as the amount amddiof any payments under this agreement,
will vary depending upon a number of factors, inlihg the timing of exchanges, the price of our cammanits at the time of the exchange, the
extent to which such exchanges are taxable andnttoeint and timing of our taxable income, we explegt as a result of the size of the
increases in the tax basis of the tangible anahgitde assets of our Group Partnerships, the paigiat we may be required to make to our
existing owners will be substantial. The paymemidar the tax receivable agreement are not conéitiapon our existing owners' continued
ownership of us. We may need to incur debt to fiegpayments under the tax receivable agreemehétextent our cash resources are
insufficient to meet our obligations under the tageivable agreement as a result of timing disereipa or otherwise. In particular, our
intermediate holding company's obligations undertétx receivable agreement would be effectivelyekrated in the event of an early
termination of the tax receivable agreement byiot@rmediate holding company or in the event ofaiarmergers, asset sales and other forms
of business combinations or other changes of cbritréhese situations, our obligations under #rereceivable agreement could have a
substantial negative impact on our liquidity.

Although we are not aware of any issue Wraild cause the IRS to challenge a tax basis &seseour existing owners will not reimburse
us for any payments previously made under thedegivable agreement if such tax basis increaagcisessfully challenged by the IRS. As a
result, in certain circumstances payments to oistieg owners under the tax receivable agreemauitidee in excess of the intermediate
holding company's cash tax savings. The intermediatding company's ability to achieve benefitsrfrany tax basis increase, and the
payments to be made under this agreement, willrteppon a number of factors, as discussed abosleding the timing and amount of our
future income.
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If we were deemed to be an "investment company" enthe Investment Company Act, applicable restiiets could make it impractical fo
us to continue our business as contemplated andlddwave a material adverse effect on our business.

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

. it is or holds itself out as being engaged prinyank proposes to engage primarily, in the busidés$svesting, reinvesting or
trading in securities; or

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

We believe that we are engaged primarilth@business of providing asset management seraiv@ not in the business of investing,
reinvesting or trading in securities. We regardselues as an asset management firm and do notggap@ngage primarily in the business of
investing, reinvesting or trading in securitiescAaingly, we do not believe that we are, or foliogvthis offering will be, an "orthodox"
investment company as defined in Section 3(a)(1pf4he Investment Company Act and described irfitiebullet point above. Further,
following the completion of this offering, we witlave no material assets other than our equitydsters general partner of one of the Group
Partnerships and our equity interest in a whollyred subsidiary, which in turn will have no mategatets other than the equity interest as
general partner of the other Group Partnershipoddin these interests, we will directly or indirgdtle the sole general partners of the Group
Partnerships and will be vested with all manageraadtcontrol over the Group Partnerships. We ddabéve our equity interest in our
wholly-owned subsidiary or our equity interestsedtty or through our wholly-owned subsidiary in tBeoup Partnerships are investment
securities. Moreover, because we believe thatapéal interests of the general partners of oud$uinm their respective funds are neither
securities nor investment securities, we beliew lss than 40% of our partnership's total ags&tdusive of U.S. government securities and
cash items) on an unconsolidated basis after ffesirng will be comprised of assets that could basidered investment securities.
Accordingly, we do not believe we are, or followitigs offering will be, an inadvertent investmentrgpany by virtue of the 40% test in
Section 3(a)(1)(C) of the Investment Company Aad@scribed in the second bullet point above. Iritamg we believe we are not an
investment company under Section 3(b)(1) of thestment Company Act because we are primarily ertyaga non-investment company
business.

The Investment Company Act and the rulesgtinder contain detailed parameters for the ozgénoh and operation of investment
companies. Among other things, the Investment Caoppet and the rules thereunder limit or prohibétrisactions with affiliates, impose
limitations on the issuance of debt and equity gdes, generally prohibit the issuance of optiams impose certain governance requirements.
We intend to conduct our operations so that wenatlbe deemed to be an investment company undéntlestment Company Act. If anyth
were to happen which would cause our partnershijgetdeemed to be an investment company under Westment Company Act, requireme
imposed by the Investment Company Act, includingjtiitions on our capital structure, ability to tsaot business with affiliates (including us)
and ability to compensate key employees, could nitekgractical for us to continue our businessagently conducted, impair the
agreements and arrangements between and amongrtngnghip, the Group Partnerships and KKR Holdiegsny combination thereof, and
materially adversely affect our business, financ@idition and results of operations. In additie, may be required to limit the amount of
investments that we make as a principal or otheretnduct our business in a manner that does b@dws to the registration and other
requirements of the Investment Company Act.
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Risks Related to Our Common Units and this Offering

There may not be an active trading market for ouwsramon units, which may cause our common units tade at a discount from the initial
offering price and make it difficult to sell the comon units you purchase.

Prior to this offering, there has not bagoublic trading market for our common units. Ip@ssible that after this offering an active tradin
market will not develop or continue, which would keat difficult for you to sell your common unit$ @an attractive price or at all. The initial
public offering price per common unit will be deténed by agreement among us and the representafities underwriters and may not be
indicative of the price at which our common unit#l wade in the public market after this offering.

Our common unit price may decline due to the largember of common units eligible for future sale arfdr exchange.

The market price of our common units calddline as a result of sales of a large numbeowfraon units in the market after the offering
or the perception that such sales could occur.&bakes, or the possibility that these sales mayroalso might make it more difficult for us
sell common units in the future at a time and ptiee that we deem appropriate. Upon completiothisfoffering, we will have common
units outstanding or common units outsitap@ssuming the underwriters exercise in full tlogition to purchase additional common u
from us. All of the common units will have beendsal this offering and will be freely tradable watlit restriction or further registration under
the Securities Act by persons other than our Taffk.” See "Common Units Eligible for Future Saubject to lock-up restrictions described
under "Underwriting," we may issue and sell in theire additional common units.

In addition, upon completion of this offegi KKR Holdings, which is owned by our principalsd certain of our former personnel and
controlled by our founders, will own an aggregdte o Group Partnership units. Over time, KKBIdings may distribute to its members
these Group Partnership units. These members woeaidhave the right to compel the Group Partnesstiipedeem these Group Partnership
units for cash or our common units, at the optibthe Group Partnerships. When a member of KKR hglsl gives the Group Partnerships
notice of his or her intention to compel a redemptiour partnership, with respect to our direatiiests in KKR Fund Holdings L.P., and our
intermediate holding company with respect to irgeyén KKR Management Holdings L.P., will have sigeeling rights to instead acquire
Group Partnership units for cash or our commonrsuiihe common units issued upon such exchangesiweulrestricted securities," as
defined in Rule 144 under the Securities Act, ules register such issuances. However, we willrénte a registration rights agreement with
KKR Holdings that will require us to register thesemmon units under the Securities Act. While werid to contractually restrict our existing
owners' ability to transfer Group Partnership uoittommon units that they may hold, these conigdgirovisions may lapse over time or be
waived, modified or amended at any time.

In addition, our partnership agreement atitles us to issue an unlimited number of additlipaatnership securities and options, rights,
warrants and appreciation rights relating to pasimg securities for the consideration and on ¢n$ and conditions established by our
Managing Partner in its sole discretion without éipgroval of our unitholders, including awards uritte 2007 Equity Incentive Plan. In
accordance with the Delaware Limited Partnershipakd the provisions of our partnership agreemeatmay also issue additional partner
interests that have designations, preferencedsrigbwers and duties that are different from, @@y be senior to, those applicable to our
common units.

The market price of our common units may be volatilvhich could cause the value of your investmemtiecline.

Securities markets worldwide experiencaificant price and volume fluctuations. This marketatility, as well as general economic,
market or political conditions, could reduce therkeaprice of common units in spite of our opergtperformance. In addition, our operating
results could be below the
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expectations of public market analysts and investiole to a number of potential factors, includiagations in our quarterly operating results
or distributions to unitholders, additions or depees of key management personnel, failure to mealysts' earnings estimates, publication of
research reports about our industry, changes @ogexl changes in laws or regulations or differimigrpretations or enforcement thereof
affecting our business, adverse market reacti@nyoindebtedness we may incur or securities weisse in the future, changes in market
valuations of similar companies or speculatiorhia press or investment community, and in respdrsentarket price of our common units
could decrease significantly. You may be unablee@ll your common units at or above the initigblpuoffering price.

Risks Relating to U.S. Taxation

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

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

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

Current law may change, causing us todegeéd as a corporation for U.S. federal or statene tax purposes or otherwise subjecting
entity level taxation. See "—Risks Related to OusiBess—tegislation has been introduced that would, if éadcpreclude us from qualifyir
as a partnership for U.S. federal income tax puepol$ this or any similar legislation or regulativere to be enacted and apply to us, we w
incur a material increase in our tax liability tieatuld result in a reduction in the value of oumeoon units." Because of widespread state
budget deficits, several states are evaluating wagsbject partnerships to entity level taxatiorotigh the imposition of state income,
franchise or other forms of taxation. If any stare to impose a tax upon us as an entity, ourilgigtons to you would be reduced.

You will be subject to U.S. federal income tax oouy share of our taxable income, regardless of wihett you receive any cash dividends
from us.

As long as 90% of our gross income for daglable year constitutes qualifying income asraefiin Section 7704 of the Internal Revenue
Code, we are not required to register as an invasteompany under the Investment Company Act aonéiriing basis, and assuming there is
no change in law (see "—Risks Related to Our Besiré egislation has been introduced that would, if éedcprelude us from qualifying a
partnership for U.S. federal income tax purpodethis or any similar legislation or regulation \eeo be enacted and apply to us, we would
incur a material increase in our tax liability tieatuld result in a reduction in the value of oumeoon units"), we will be treated, for U.S.
federal income tax purposes, as a partnership ahdsman association or a publicly-traded partrprstxable as a corporation. As a result, you
will be subject to U.S. federal, state, local andgibly, in some cases, foreign income taxatiogaunr allocable share of our items of income,
gain, loss, deduction and credit (including

56




our allocable share of those items of any entitwlrich we invest that is treated as a partnership otherwise subject to tax on a flow through
basis) for each of our taxable years ending witlvitiiin your taxable year, regardless of whethematryou receive cash dividends from us.

You may not receive cash dividends equgbtar allocable share of our net taxable incomeven the tax liability that results from that
income, although we intend to make tax distribwjanportion of which will be distributed to ouritholders. See "Distribution Policy." In
addition, certain of our holdings, including hold# if any, in a controlled foreign corporation,@0€FC, and a passive foreign investment
company, or a PFIC, may produce taxable income fithe receipt of cash relating to such inconmel, @nitholders that are U.S. taxpayers
will be required to take such income into accoundétermining their taxable income. In the everdgminadvertent termination of our
partnership status for which the IRS has grantdinited relief, each holder of our common unitsyne obligated to make such adjustments
as the IRS may require to maintain our statuspestership. Such adjustments may require persoldiniy our common units to recognize
additional amounts in income during the years ifcvithey hold such units.

In addition, because of our methods ofcalting income and gain among our unitholders, yay be taxed on amounts that accrued
economically before you became a unitholder. Seatékial U.S. Federal Tax Considerations."

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

In light of the publicly-traded partnershiges under U.S. federal income tax laws and atbguirements, we will hold our interest in
certain of our businesses through the intermediiakding company which will be treated as corporagifor U.S. federal income tax purposes.
The intermediate holding company will be liable $agnificant U.S. federal income taxes and applieakate, local and other taxes that would
not otherwise be incurred, which could adverselgafthe value of your investment, and which ccagdncreased if the IRS were to
successfully reallocate deductions or income oféfeted entities conducting our business. Thosltiadal taxes have not applied to our
existing owners in our organizational structureffect before this offering and will not apply tareexisting owners following this offering to
the extent they own equity interests directly aliiactly in the Group Partnerships.

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

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

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

If you sell your common units, you will m@mize a gain or loss equal to the difference bebtnbe amount realized and the adjusted tax
basis in those common units. Prior distributiongda in excess of the total net taxable incomecatied to you, which decreased the tax ba:
your common units, will in effect become taxabledme to you if the common units are sold at a pgieater than your tax basis
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those common units, even if the price is less tharoriginal cost. A portion of the amount realizedhether or not representing gain, may be
ordinary income to you.

We do not intend to make, or cause to be made, laoten under Section 754 of the Internal Revenued to adjust our asset basis or the
asset basis of certain of the Group Partnershipfus, a holder of common units could be allocated mdaxable income in respect of those
common units prior to disposition than if such arestion were made.

We currently do not intend to make, or @tgsbe made, an election to adjust asset baser @attion 754 of the Internal Revenue Code
with respect to us. If no such election is maderetwill generally be no adjustment for a transfevecommon units even if the purchase price
of those common units is higher than the commotsusiiare of the aggregate tax basis of our assetediately prior to the transfer. In that
case, on a sale of an asset, gain allocable tmafaree could include built-in gain allocablehe transferee at the time of the transfer, which
built-in gain would otherwise generally be elimiedtf a Section 754 election had been made. SeéethhU.S. Federal Tax Considerations—
U.S. Taxes—Consequences to U.S. Holders of Comnmmits-J-Section 754 Election.”

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

Certain of our funds' investments may b#ieign corporations or may be acquired throudbreign subsidiary that would be classifie
a corporation for U.S. federal income tax purpoSegh an entity may be a PFIC or a CFC for U.Serf@ldncome tax purposes. Unitholders
indirectly owning an interest in a PFIC or a CFCyreaperience adverse U.S. tax consequences. Sderidd).S. Federal Tax
Considerations—U.S. Taxes—Consequences to U.Serolif Common Units—Passive Foreign Investment Gongs" and "—Controlled
Foreign Corporations."

Non-U.S. persons face unique U.S. tax issues from avgncommon units that may result in adverse tax cegaences to them.

We may be, or may become, engaged in atth&e or business for U.S. federal income tax @sgp, including by reason of investments
in U.S. real property holding corporations, in whizase some portion of our income would be treateefffectively connected income with
respect to non-U.S. holders, or ECI. To the exbemtincome is treated as ECI, non-U.S. holders igdigavould be subject to withholding tax
on distributions they receive of such income, wdwdrequired to file a U.S. federal income taxmefior such year reporting their allocable
share of income effectively connected with suctdrar business and any other income treated asda@vould be subject to U.S. federal
income tax at regular U.S. tax rates on any sucbne (state and local income taxes and filings aisgy apply in that event). Ndd-S. holder:
that are corporations may also be subject to a BG#bch profits tax on their distributions of sunkhame. In addition, certain income from U.S.
sources that is not ECI allocable to non-U.S. halaéll be reduced by withholding taxes imposethathighest effective applicable tax rate.

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

In light of our intended investment aciied, we are likely to derive income that constisutarelated business taxable income, or UBTI,
because we will likely incur acquisition indebtedseConsequently, a holder of common units thattéx-exempt organization will likely be
subject to unrelated business income tax to thenéthat its allocable share of our income congistdBTI. A tax-exempt partner of a
partnership would be treated as earning UBTI ifghgnership regularly engages in a trade or basitieat is unrelated to the exempt function
of the tax-exempt partner, if the partnership desiincome from debt-financed property or if thetiparinterest itself is debt-financed.
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We cannot match transferors and transferees of coomunits, and we will therefore adopt certain inc@max accounting conventions that
may not conform with all aspects of applicable teequirements. The IRS may challenge this treatmentich could adversely affect the
value of our common units.

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

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

We will be considered to have been terneiddbr U.S. federal income tax purposes if thei@ sale or exchange of 50% or more of the
total interests in our capital and profits withidzmonth period. A termination of our partnershipuld, among other things, result in the
closing of our taxable year for all unitholderseSkaterial U.S. Federal Tax Considerations" faescription of the consequences of our
termination for U.S. federal income tax purposes.

Unitholders may be subject to state and local tagesl return filing requirements as a result of ingéng in our common units.

In addition to U.S. federal income taxeas, onitholders may be subject to other taxes, tlioly state and local taxes, unincorporated
business taxes and estate, inheritance or intantakes that are imposed by the various jurisdistio which we do business or own property
now or in the future, even if our unitholders dd reside in any of those jurisdictions. Our unittexs may be required to file state and local
income tax returns and pay state and local inc@xestin some or all of these jurisdictions. Furtheitholders may be subject to penalties for
failure to comply with those requirements. It ig tiesponsibility of each unitholder to file all UfSderal, state and local tax returns that ma
required of such unitholder. Our counsel has notleeed an opinion on the state or local tax coreseegs of an investment in our common
units.

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

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

We estimate that we will receive approxiehath of net proceeds from this offeririteadeducting estimated underwriting discounts
and offering expenses, or $ if the unddess exercise in full their option to purchaseitiddal common units from us, in each case al
assumed offering price of $ basedhenmidpoint of the price range indicated on theetr page of this prospectus. We intend to

contribute the net proceeds we receive from tHisriolg to the Group Partnerships in exchange farlpéssued units in the Group Partnersh
We anticipate that the Group Partnerships willajggroximately % to % of the net proceeds they receive from us to grow our existing
businesses, including by making principal investtaémthose businesses, approximately % toof #fe net proceeds to expand into new
related businesses, approximately % to %efhiet proceeds to make additional capital comnmite® our funds and portfolio companies
and approximately % to % of the net procdedgeneral corporate purposes. None of our pralsigre selling any common units or will
otherwise receive any of the net proceeds fromafiesing.
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DISTRIBUTION POLICY

We intend to make quarterly cash distritmasito our unitholders in amounts that in the ag@tesare expected to constitute substantial
of our adjusted cash flow from operations each yreaxcess of amounts determined by our Managimtn®ato be necessary or appropriate to
provide for the conduct of our business, to makaegriate investments in our business and our fulmdsomply with applicable law and any
of our debt instruments or other agreements ordwige for future distributions to our unitholdéos any one or more of the ensuing four
guarters. Our distribution policy reflects our lkélihat distributing substantially all of our adjed cash flow from operations will provide
transparency for our unitholders and impose omusestment discipline with respect to the busieesand strategies that we pursue.

Adjusted cash flow from operations is irtted to reflect the actual cash flow attributableiscand is equal to cash flow presented in
accordance with GAAP, adjusted to exclude cash fieating to: (i) the investment activities of aonsolidated funds; (i) the realized and
unrealized income attributable to non-controllinterests in consolidated funds; and (iii) changesur operating assets and liabilities. We
expect that our first quarterly distribution wik Ipaid in in respect of gegiod from the completion of this offering
through . Because we wilt kwow what our available adjusted cash flow fropem@tions will be for any year until the end of
such year, we expect that our first three quartgidtributions in respect of any given year wilhgeally be smaller than the final quarterly
distribution in respect of such year.

Because we are a holding company and downtany material cash-generating assets otherahadirect and indirect interests in the
Group Partnerships, we will depend on cash didinbs that we receive on the Group Partnershipsuhit we hold directly or through our
intermediate holding company to fund any distribns that we make on our common units. Our ManaBexgner intends to cause the Group
Partnerships to make cash distributions on the BRartnership units that we directly and indiretibyd in amounts that are sufficient to allow
us to fund any distributions that are declared encommon units. We will fund distributions, if arig three steps:

. first, the Managing Partner will cause the Grouptiraships to make distributions to holders of Gr&artnership units pro rata
in accordance with their respective percentageests in the Group Partnerships (except as sét iiothe following paragraph);

. second, we will cause our intermediate holding canypto distribute to us its share of such distitng, after deducting tax:
and amounts payable under the tax receivable agmeand

. third, we will distribute our net share of suchtdimutions to our unitholders on a pro rata basis.

The partnership agreements of the GroumPeships will provide that until , didgtuitions from the Group Partnerships, if any, will
be allocated each year in three steps:

. first, to us and our intermediate holding compantil sufficient amounts have been so allocatedetonit us to make aggregate
distributions to our unitholders of $ pemmon unit on an annualized basis for such year;
. second, to the other holders of Group Partnershiiig until an equivalent amount on a per unit basis been distributed to su
other holders for such year; and
. thereafter, pro rata to all holders of Group Paship units.
Accordingly, until , our princigaWwill not receive distributions, other than tastdbutions, in respect of their Group Partnerslmfis
for a year unless and until our unitholders receiggregate distributions of $ per commpit on an annualized basis for such year. We
do not intend to maintain this priority distributiafter . After , all the incorfend accordingly distributions) of
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the Group Partnerships will be allocated pro rathdlders of Group Partnership units in accordaritie their respective percentage interests in
the Group Partnerships.

The actual amount and timing of distribnSan our common units will be subject to the dion of our Managing Partner's board of
directors, and we cannot assure you that we within make distributions as intended. In particuflae amount and timing of distributions will
depend upon a number of factors, including, amdhgrs, our available cash and current and anteipeash needs; general economic and
business conditions; our strategic plans and patspeur results of operations and financial caaditour capital requirements; legal,
contractual and regulatory restrictions on the payhof distributions by us or our subsidiaries andh other factors as the board of directol
our Managing Partner considers relevant. In additimder Section 1807 of the Delaware Limited Partnership Act, we wilt be permitted t
make a distribution if, after giving effect to thistribution, our liabilities would exceed the fa&lue of our assets. To the extent that we enter
into one or more credit facilities from time to #nthe terms of such facilities may also limit ability to make distributions to unitholders
under certain circumstances.

If the general partners of the Group Pasinips determine that distributions from the Gr&gstnerships would otherwise be insufficier
cover the tax liabilities of a holder of a GrougtRarship unit, the partnership agreement of eadu@Partnership will provide for tax
distributions to the holders of Group Partnershifisu Generally, these tax distributions will bevquuted based on our estimate of the net
taxable income of the relevant Group Partnershgzable to a holder of a Group Partnership unittipligd by an assumed tax rate equal to the
highest effective marginal combined U.S. fedenaltesand local income tax rate prescribed for dividual or corporate resident in New York,
New York (taking into account the n-deductibility of certain expenses and the charauft¢he income). If we had completed the
Reorganization Transactions and this offering aruday 1, 2006, the assumed effective tax ratehfetax year ended December 31, 2006
would have been approximately 46%. A portion of angh tax distributions received by us, net of amt®used by our subsidiaries to pay tl
tax liability, will be distributed to our unitholde Such amounts are generally expected to becmrffito permit our U.S. unitholders to fund
their estimated U.S. tax obligations (including d&egeral, state and local income taxes) with resfoetheir distributive shares of net income or
gain, after taking into account any withholding taxposed on us. We cannot assure you that, fopartjcular unitholder, such distributions
will be sufficient to pay the unitholder's actuaSJor non-U.S. tax liability.

Historically, we typically have made casstidboutions to our existing owners when we recdiggnificant distributions from our funds. In
addition, we have historically made cash distritmi to our senior principals annually in connectigth the payment to us of management and
other fees. These distributions were not made pmtsio any agreement. For the fiscal years endegmber 31, 2005 and 2006 and the
six months ended June 30, 2007, we made cash danddmistributions of $680.8 million, $1.1 billicend $414.2 million, respectively, to our
existing owners. Prior to this offering, we intetladmake one or more cash and in-kind distributtonsertain of our existing owners
representing substantially all of the cash-on-hamdl certain personal property of the managemenpaagnfor our private equity funds. If the
offering had occurred on June 30, 2007, we estilatethe aggregate amount of such distributionslevbave been $ million.

However, the actual amount of such distribution dépend on the amount of the management compeaagtson-hand at the time of
the offering.
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CAPITALIZATION
The following table presents our combinaditand cash equivalents and capitalization agref 30, 2007:

. on an actual basis; ai

. on a pro forma basis giving effect to the Reorgation Transactions, this offering, our use of thecpeds from this offering ar
the other transactions described under "Unaudited-Brma Financial Information."

You should read this information togethdéhwhe information included elsewhere in this grestus, including the information set forth
under "Organizational Structure," "Use of Proceetdnaudited Pro Forma Financial Information," "Mayement's Discussion and Analysis of
Financial Condition and Results of Operations" andpredecessor combined financial statementselated notes thereto.

June 30, 2007

Actual

Pro Forma(1)

($ in thousands)

Cash and cash equivalel $ 107,24: $
Cash and cash equivalents held at consolidatetiesi 1,392,02!
Restricted cash and cash equivale 112,27
Total cash, cash equivalents and restricted $ 1,611,54 $
I I
Debt obligations $ 447518 $
Due to affiliates 54,78¢
Accounts payable, accrued expenses and otheritiied 416,68
Total liabilities 918,98t
Non-controlling interests in consolidated entit 23,257,85
Principals' interests in consolidated enti —
Partners' capite 2,013,68!
Accumulated other comprehensive inco 7,20(
Total partners' capit: 2,020,88!
Total capitalizatior $ 26,197,72 $
I I

(1) A $1.00 increase or decrease in the assumed ipiitalic offering price of $

per common tytiased on the midpoint of the pr

range indicated on the cover page of this prosgegtauld increase or decrease cash and cash egniivaiotal cash, cash equivalents

and restricted cash, partners' capital, total pastrcapital and total capitalization by $  million, $

million, $

million

$ million and $ million, resgtively, assuming the number of common units efldsy us, as set forth on the cover pag
this prospectus, remains the same and after dedutte estimated underwriting discounts and eséithakpenses payable by us.




DILUTION

If you invest in our common units, yourdrest will be diluted to the extent of the diffecerbetween the initial public offering price per
common unit and the pro forma net tangible booki@gder common unit after this offering. Dilutiorsudts from the fact that the offering price
per common unit is substantially in excess of thekualue per common unit attributable to existagity holders.

Our pro forma net tangible book value adwfe 30, 2007 was approximately $ , or$ per common unit. Pro forma net tangible
book value represents the amount of total tangibtets less total liabilities, after giving effexthe Reorganization Transactions, and pro
forma net tangible book value per common unit re@nés pro forma net tangible book value dividedhgynumber of common units
outstanding, after giving effect to the Reorgan@af ransactions and assuming that all holdersrofus Partnership units (other than our
intermediate holding company) exchanged their Gieagnership units for newly-issued common unite@me-for-one basis.

After giving effect to the Reorganizatioramsactions and the sale of common unitlis offering at an assumed initial public
offering price of $ per common unit, regepting the midpoint of the price range on the ca¥ehis prospectus, our pro forma net tang
book value would have been $ , or $ per common unit. This represents an immediatease in net tangible book value of $
common unit to existing equity holders and an imiateddilution in net tangible book value of $  per common unit to new investors.

The following table illustrates this dilati on a per common unit basis assuming the undersdo not exercise their option to purchase
additional common units.

Assumed initial public offering price per commoritt $
Pro forma net tangible book value per common uidfaJune 30, 200 $
Increase in pro forma net tangible book value penmon unit attributable to new invest

Pro forma net tangible book value per common et éahe offering

Dilution in pro forma net tangible book value penamon unit to new investo $
I

The following table summarizes, on the s@meforma basis as of June 30, 2007, the totalbauraf common units purchased from us,
total cash consideration paid to us and the avgueige per common unit paid by existing equity fevidand by new investors purchasing
common units in this offering, assuming that althe# holders of Group Partnership units (other thanintermediate holding company)
exchanged their Group Partnership units for nessgd common units on a one-for-one basis.

Common Units Total
Purchased Consideration
Average
Price Per
Number Percent Amount Percent Common Unit

Existing equity holder
New investors
Total

64




ORGANIZATIONAL STRUCTURE

The following diagram illustrates the owstd@p and organizational structure that we will hamenediately after the completion of the
Reorganization Transactions and this offering.
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Notes:

(1)

(@)

@)

(4)

Except for KKR Management Holdings Corp., all éafitare taxable as partnerships for U.S. fedecalne tax purposes. KKR
Management Holdings Corp. will be taxable as a @aon for U.S. federal income tax purposes. Fdisaussion of pending
legislation that may preclude us from qualifying ficeatment as a partnership for U.S. federal inetew purposes, see "Risk Factors—
Risks Related to Our Business—Legislation has lrenduced that would, if enacted, preclude us fopralifying as a partnership for
U.S. federal income tax purposes. If this or amyilsir legislation or regulation were to be enaaed apply to us, we would incur a
material increase in our tax liability that couébult in a reduction in the value of our commortsihi

Following the Reorganization Transactions, minorityestors will retain the following economic ingsts in some of the entities that
comprise the KKR Group:

. certain minority investors will receive %tbe capital invested by or on behalf of the gelngaistners of our private equi
funds before the completion of the offering and pnyfit thereon;

. certain minority investors will receive % dietnet income earned by our management and capatidets companies
and % of the carried interest received bygeeral partners of our funds for a specified pedbtime; and

. certain minority investors will receive 35% of thet income earned by the management company faredit strategy funds.

By their terms, the economic interests held byaterdf these minority investors generally are expeéto decrease over time, thereby
increasing the interests of the Group Partnershifise entities that comprise the KKR Group. Seegdbizational Structure—Group
Partnerships,” "Unaudited Pro Forma Informatiomd 8Management's Discussion and Analysis of Fir@r@ondition and Results of
Operations—Overview—Impact of the ReorganizatioarBactions, this Offering and Related Transactions.

In connection with the Reorganization Transactithe,Group Partnerships will not acquire any irgexén the 1996 Fund or the gent
partners of the 1996 Fund, and will acquire onlyeaanomic (but not controlling) interest in the geal partner of the KKR Private
Equity Investors master fund. The management cormapdor our funds, the general partners of the 1P9@6d and subsequently formed
private equity funds, the general partners of tivthe three entities that constitute the KKR SgateCapital Funds and the consolida
subsidiaries of the foregoing comprise the KKR Gxcaur predecessor for accounting purposes. Segatmational Structure—The
KKR Group."

The KKR Strategic Capital Funds are comprised mddlprivate credit strategy funds. Two of the thgiele-by-side funds in the KKF
Strategic Capital Funds we manage have been cdasatdi by the KKR Group. Although we receive managy@mand incentive fees for
managing the assets held by the third side-by{side in the KKR Strategic Capital Funds, we do imaid any economic or voting
interests in it.

The KKR Group

Prior to the Reorganization Transactions,lmsiness was comprised of certain consolidatedcambined entities under the common

control of our senior principals, and under the own ownership of our principals and our other éxgsbwners. These entities, which we r¢
to as the KKR Group, consist of:

. the management companies for our fur
. the general partners of the 1996 Fund and our gulesdély formed private equity funds;
. the general partners of two of the three side-bg-fiinds that constitute the KKR Strategic Capitaids; and
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. the consolidated subsidiaries of the forego

The KKR Group is considered our predecefmosiccounting purposes and its combined finarstatements will be our historical
financial statements following the Reorganizatioarkactions and this offering. Because the leg#tienthat comprise the KKR Group are
under the common control of our senior principald will continue to be under their common contaldwing the completion of the
Reorganization Transactions and this offering, viltagcount for the Reorganization Transactions #misl offering as a transfer of interests
under common control. You should note, howevet, Weawill not acquire all of the interests in th&R Group in connection with the
Reorganization Transactions and, accordingly, titombined financial statements of the KKR Grmay not be indicative of the results of
operations and financial condition that we will edwellowing the completion of this offering. See Group Partnerships,” "Unaudited Pro
Forma Financial Information” and "Management's Déston and Analysis of Financial Condition and Resaf Operations.”

Our Partnership

We were formed as a Delaware limited pasinie on June 25, 2007 to act as a holding comfarthe Group Partnerships following the
completion of the Reorganization Transactions. Viledivectly or indirectly serve as sole generattpar of each of the Group Partnerships,
which will provide us with control over their busiss and affairs. In addition, we will use the netcpeds that we receive from this offering to
directly or indirectly acquire a number of GrouptRarship units that is equal to our outstandingnemn units, which will entitle us to share
ratably (along with our principals through KKR Hoilds) in the assets, liabilities, profits, lossad distributions of the Group Partnerships.
Assuming that the underwriters do not exerciser thgiion to purchase additional common units franwe will directly and indirectly own an
aggregate of % of the outstanding Grouprieeship units upon the completion of this offgralssuming the midpoint of the price range
indicated on the cover page of this prospectuswill@ccount for the portion of outstanding Grougrthership units that we do not own as
principals' interests in our consolidated finarssthtements.

KKR Holdings will initially own all of theutstanding Group Partnership units that we daacquire in connection with the offering. It
will also hold an equivalent amount of special mgtunits in our partnership, which will entitletdt cast an equivalent number of votes on any
matters that may be submitted to a vote of ouhatders. We will enter into an exchange agreemdint MKR Holdings in connection with tt
Reorganization Transactions pursuant to which KKdtdihgs or certain of the transferees of its Gr&aptnership units may up to four times
each year (subject to the terms of the exchangeeatgnt) exchange Group Partnership units helddm {hogether with corresponding special
voting units) for our common units on a one-for-m@esis, subject to customary conversion rate adgists for splits, unit distributions and
reclassifications and compliance with other apjbliedransfer restrictions. We have not yet deteemtinow any such future exchanges will be
accounted for in our consolidated financial statetsieTo the extent that Group Partnership unitd bglKKR Holdings or its transferees are
exchanged for our common units, our interests@énGnoup Partnerships will be correspondingly insegia Any common units received upon
such an exchange will be subject to any restristibiat were applicable to the exchanged Group &attip units, including any applicable
transfer restrictions.

After the completion of this offering, oMianaging Partner intends to cause the Group Pahiperto make distributions on their
outstanding Group Partnership units in amountsahasufficient to allow us to fund any distributtothat we make on our common units. See
"Distribution Policy." To the extent that we receiany distributions on the Group Partnership uhis we hold, KKR Holdings and any other
holder of Group Partnership units will be entittecreceive pro rata distributions on their Groupti®arship units, except that we will be entit
to priority distributions of income through  as described under "Distribution Policy."
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Our Managing Partner

As is commonly the case with limited parsiéps, our partnership agreement provides fontaeagement of our business and affairs by a
general partner rather than a board of directows.Nlanaging Partner, which serves as our sole gépartner, has a board of directors that is
co-chaired by our founders Henry Kravis and Gedtgberts and officers that are appointed by itsdhddpon completion of this offering, we
expect our Managing Partner's board to consistroéjprity of independent directors and to have aditacommittee and a conflicts committee
composed entirely of independent directors. Our &g@mg Partner will not have an economic interegfunpartnership, except for one comr
unit. Messrs. Kravis and Roberts will serve as GieCExecutive Officers of our Managing Partner.

Our unitholders do not hold securities of bManaging Partner and are not entitled to voténelection of its directors or other matters
affecting its governance. Accordingly, only thosggons holding limited liability company interestour Managing Partner will be entitled to
vote in the election or removal of its directors,groposed amendments to its charter documents other matters that require approval of its
equity holders. Our Managing Partner's outstantiingged liability company interests consist of G3a& shares, which are entitled to vote on
the election and removal of directors and all othatters that have not been delegated to the lufatidectors or reserved for the vote of
Class B shareholders, and Class B shares, whictnditeed to vote only with respect to the manmewhich our subsidiaries vote any voting
interests that they hold in the general partnemuofforeign funds. All of our Managing Partnengsianding Class A shares and Class B share:
will be held by our senior principals upon the céatipn of the Reorganization Transactions and dffisring. See "Management—Managing
Partner Board Structure and Practices—ElectionRerdoval of Directors" and "Security Ownership—OuarMging Partner.”

Group Partnerships
Following the Reorganization Transactidhe, Group Partnerships will consist of the follogsicomponents of our business:

. controlling and economic interests in our managdroempanies, allowing us to control our managengenipanies and the
respective subsidiaries (including the entitiestigh which we conduct capital markets activitiesyj@ll as share ratably in the
management, monitoring, transaction and other piateiees paid by all of our funds, portfolio cormies and investment targets
and other amounts paid by our credit strategy funds

. controlling and economic interests in the geneaatryers of our traditional private equity fundsh@tthan the 1996 Fund and
earlier funds, as the general partners of thosdsfame not expected to receive meaningful prockedsfurther realizations),
which will allow us to control those entities arfthge ratably in the carried interest received fthose funds as well as any
returns on investments made by or on behalf ofelyeneral partners after the completion of theriwffe and

. an economic (but not controlling) interest in tlemgral partner of the KKR Private Equity Investmiaster fund, which wil
allow us to share ratably in the carried interest by that fund.

In addition to the principals' interestatthvill result from KKR Holdings' ownership of GrpuPartnership units, certain minority investors
who have been or are involved in our businesswioetain economic interests in some or all of tibove entities following the completion
the Reorganization

68




Transactions. Those retained interests, whichbeilaccounted for as "non-controlling interestsansolidated entities," will consist of:

. economic interests in the general partners of duafe equity funds that will entitle minority ingtors to % of the capital
invested by or on behalf of those general parthefsre the completion of the offering and any grifereon;

. interests in our management and capital marketgpaais and the general partners of our funds thiémtitle minority
investors to % of the net profits of thasenpanies and % of the carried interestived from those general partners
with respect to the funds' investments for a spetiperiod of time; and

. a 35% interest in the management company for aditcstrategy funds that will allocate to minorityestors their allocabl
share of the management company's net income.

The minority investors consist of certafroar current and former principals who acquireest interests in connection with their activi
as investment professionals, as well as existingnioees of our firm who are engaged primarily in nmgkcredit investments. Some of the
minority investors who retain economic interestshia general partners of our consolidated privgtéte funds will hold those interests throt
KKR Holdings.

The Group Partnerships will not acquire amgrests in the 1987 Fund, the 1993 Fund or 885 Fund (as the general partners of those
private equity funds are not expected to receivanimgful proceeds from further realizations) or Ki€R Private Equity Investors feeder fund
or control over the KKR Private Equity Investorsstea fund, although they will acquire an economieiiest in the general partner of the KKR
Private Equity Investors master fund. In accordamite GAAP, we have included the 1996 Fund andK® Private Equity Investors master
fund in our predecessor combined financial statesydrecause both funds were under the common dafitoir senior principals and were
significant to our operations during the periodsvitnich historical financial information has beargented in this prospectus. Because we will
not control the 1996 fund and the KKR Private Egjliitvestors master fund following the completiorttod offering, we will not consolidate
them in our financial statements for future periadthough we will account for our economic inteériesthe KKR Private Equity Investors
master fund under the equity method of accountiog.information concerning the pro forma impact tive elimination or deconsolidation of
these entities would have had on our historicaliecessor combined financial statements, pleas8Jseridited Pro Forma Financial
Information."

Tax Receivable Agreement

The acquisition by our intermediate holdammnpany of Group Partnership units from KKR Hotgiror transferees of its Group
Partnership units from time to time pursuant togkehange agreement is expected to result in @adse in our intermediate holding
company's share of the tax basis of the tangiblierangible assets of KKR Management Holdings LpRmarily attributable to a portion of
the goodwill inherent in our business, that woutd otherwise have been available. This increasaximasis may increase (for tax purposes)
depreciation and amortization and therefore redlie@mount of tax our intermediate holding compaould otherwise be required to pay in
the future. This increase in tax basis may alsoeds® gain (or increase loss) on future dispositadrcertain capital assets to the extent tax
basis is allocated to those capital assets. Weewiltr into a tax receivable agreement with KKRditals requiring our intermediate holding
company to pay to KKR Holdings or transferees ®fdroup Partnership units 85% of the amount of sasings, if any, in U.S. federal, state
and local income tax that the intermediate holdiagipany actually realizes (or is deemed to realizehe case of an early termination payn
by our intermediate holding company or a changeootrol) as a result of this increase in tax bassyell as 85% of the amount of any such
savings the intermediate holding company
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actually realizes (or is deemed to realize) asalr®f increases in tax basis that arise duetiréupayments under the agreement. Although we
are not aware of any issue that would cause thedR8allenge a tax basis increase, our existingessvwill not reimburse us for any payme
previously made under the tax receivable agreeifisath tax basis increase were successfully angdld by the IRS. See "Certain
Relationships and Related Party Transactions—TaeiRable Agreement.” In the event that other of @urent or future subsidiaries become
taxable as corporations and acquire Group Partipeustits in the future, or if we become taxableaaorporation for U.S. federal income tax
purposes, we expect that each will become suljextéx receivable agreement with substantiallyilaimerms.

Other Tax Matters

As discussed in "Material U.S. Federal Tamnsequences,” under existing laws and regulatangartnership will be treated as a
partnership and not as a corporation for U.S. f@ldacome tax purposes. An entity that is treated partnership for U.S. federal income tax
purposes is not a taxable entity and incurs no féderal income tax liability. Instead, each partiseequired to take into account its allocable
share of items of income, gain, loss and deduaifahe partnership in computing its U.S. federabime tax liability, regardless of whether
cash distributions are made. Distributions of dagla partnership to a partner are generally nahkexunless the amount of cash distributec
partner is in excess of the partner's adjustedasis partner interest. However, our partnerstgpeement does not restrict our ability to take
actions that may result in us being treated amityeaxable as a corporation for U.S. federal(applicable state) income tax purposes. See
"Material U.S. Federal Tax Consequences” for a samgrdiscussing certain U.S. federal tax considenstrelated to the purchase, ownership
and disposition of our common units as of the déthis prospectus. Also see "Risk Factors—Riskisifed to Our Business—Legislation has
been introduced that would, if enacted, preclud&am qualifying as a partnership for U.S. fedénalome tax purposes. If this or any similar
legislation or regulation were to be enacted amlyajp us, we would incur a material increase in tax liability that could result in a reducti
in the value of our common units."

We believe that the Group Partnershipsalilb be treated as partnerships and not as coigugdor U.S. federal income tax purposes.
Accordingly, the holders of Group Partnership unitsluding our intermediate holding company, wiltur U.S. federal, state and local inco
taxes on their proportionate share of any net t@xalcome of the Group Partnerships. Subject ttierity distribution rights, net profits and
net losses of a Group Partnership will generallalb@cated to its partners (including our partngrstnd our intermediate holding company)
rata in accordance with the percentages of thepaetive partner interests. Because we will diyeatid indirectly own an aggregate of %
of the outstanding Group Partnership units uponpietion of this offering, our partnership will iréatly be indirectly allocated % of the
net profits and net losses of the Group Partnessiigbject to priority distribution rights in favof our partnership and our intermediate holc
company through as described under "istibn Policy." The remaining net profits and retdes will be allocated to the other holdel
Group Partnership units, which will initially cossiof KKR Holdings. These percentages are subjechange, including upon an exchange of
Group Partnership units for our common units anohugsuance of additional common units by our peasiip.

If the general partners of the Group Pasinips determine that distributions from the Gr&gstnerships would otherwise be insufficier
cover the tax liabilities of a holder of a GrougrtRarship unit, the partnership agreement of eachuePartnership will provide for cash
distributions, which we refer to as tax distribatso to the holders of Group Partnership units. Galye these tax distributions will be compu
based on our estimate of the net taxable incontieeofelevant partnership allocable to a holder Gfaup Partnership unit multiplied by an
assumed tax rate equal to the highest effectivgimarcombined U.S. federal, state and local inctemerate prescribed for an individual or
corporate resident in New York, New York (takingaraccount the non-deductibility of certain expenaed the character of the income). If we
had completed the Reorganization Transactionstiadaffering on
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January 1, 2006, the assumed effective tax ratthéoyear ended December 31, 2006 would have hgmoxmately 46%. A portion of any
such tax distributions received by us, net of ant®used by our subsidiaries to pay their tax lighiWill be distributed to our unitholders. St
amounts are generally expected to be sufficiepetanit our U.S. unitholders to fund their estimalte8. tax obligations (including any federal,
state and local income taxes) with respect to tiistributive shares of net income or gain, aftding into account any withholding tax
imposed on us. We cannot assure you that, for articplar unitholder, such distributions will beffstient to pay the unitholder's actual U.S
non-U.S. tax liability.

KKR Holdings

Our principals and certain former persomwiélhold equity interests in our business throdgkR Holdings, which will hold the Group
Partnership units not held by us. As a result,alindividuals will receive financial benefits froour business in the form of distributions and
payments received from KKR Holdings and the appttéa in the value of the Group Partnership uritd KKR Holdings owns. The Group
Partnership units held by KKR Holdings will be sedtjto applicable transfer restrictions, and wit he exchangeable for our common units
before .

IPO Date Equity Awards

At the time of this offering, we intenddoant to our employees who are not principals aregate of restricted common units under
our 2007 Equity Incentive Plan, which restrictednooon units will be allocated based on each empleysEmiority. We will settle the restrict
common units granted to these employees in the &ramrestricted common units or in cash. Holddnsestricted common units will not be
entitled to any voting rights or distributions witlspect to their restricted common units. See '‘dament—IPO Date Equity Awards."
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UNAUDITED PRO FORMA FINANCIAL INFORMATION

The unaudited pro forma financial information cantd in this prospectus is subject to completioa thuthe fact that information
relating to the Reorganization Transactions and thifering currently is not determinable. We intéadomplete this pro forma financial
information, including amounts relating to the gosma adjustments set forth in the accompanyinguditad condensed pro forma statemel
financial condition and unaudited condensed prarfarstatements of income, as and when we updatprtiipectus and such informati
becomes available.

The following unaudited condensed pro fosteements of income for the year ended Decenthe2@6 and six months ended June 30,
2007 and the unaudited condensed pro forma statavhénancial condition as of June 30, 2007 arsdohupon the historical combined
financial statements of the KKR Group, our accauptredecessor, included elsewhere in this progpekt addition, the following pro forma
measure of economic net income for the year endextDber 31, 2006 and the six months ended Jur298@, which represents a
supplemental measure used by management to makatiogaedecisions, assess performance and alloeateirces, is based upon historical
measures included elsewhere in this prospectusel® forma financial statements and suppleméntaicial measure present our
consolidated results of operations and financisitfmn giving pro forma effect to the Reorganizatibransactions, this offering and the other
transactions described below as if such transactiad been completed as of Januarg006 with respect to the unaudited condensediopnoe
statements of income and as of June 30, 2007 e&fbect to the unaudited pro forma statement ohéiiah condition. You should read this
information together with "Organizational Structdr8Management's Discussion and Analysis of Finain€ondition and Results of
Operations" and the historical predecessor combinadcial statements and related notes includsemgiere in this prospectus.

The KKR Group is considered our predecefmosiccounting purposes and its combined finarstatements will be our historical
financial statements following the completion of fReorganization Transactions and this offeringaBse the legal entities that comprise the
KKR Group are under the common control of our sepitncipals and will be under the common contrfobor senior principals following the
completion of the Reorganization Transactions &msldffering, we will account for the Reorganizatibransactions as a transfer of interests
under common control. Accordingly, we will carryrfeard into our consolidated financial statemenésualue of assets, liabilities and non-
controlling interests in the combined entities igdaed in the KKR Group's combined financial stagats, except as described below.

The pro forma adjustments described unBeptganization Adjustments” principally give efféat

. the deconsolidation of both the 1996 Fund (a peivatuity fund whose general partners are not eggdotreceive meaningful
proceeds from further realizations) and the fugdiseral partners, because the Group Partnershiipsotvacquire an interest in
those general partners in connection with the Reoegtion Transactions;

. the deconsolidation of both the KKR Private Equiityestors master fund, our private equity-oriergednanent capital fund,
and the master fund's general partner and the atingufor the Group Partnerships' interest in thestar fund general partner
instead under the equity method of accounting (whiccounting treatment will not impact our consalét! net income or
partners' capital), because the Group Partners¥ipacquire an economic (but not controlling) peat interest in the master
fund general partner;

. the inclusion of non-controlling interests in colidated entities representing the economic intertisdt certain minority

investors will retain in the general partners off private equity funds following the acquisitiongéneral partner interests in
those entities by the Group Partnerships, whicimeaic interests will allocate to certain minoritwestors % of the
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capital invested by or on behalf of those geneaatngrs before the completion of the offering ang profits thereon; and

. the inclusion of non-controlling interests in colidated entities representing the economic intertisdt certain minority
investors will retain in our management and capitatkets companies and the general partners dliods following the
acquisition of general partner or controlling irtsts in those entities by the Group Partnership&ghweconomic interests will
allocate to certain minority investors Yitee net profits earned by those companies and % of the carried interest
received by those general partners with respettetdunds’ investments, in each case for a spdqifgiod of time.

The pro forma adjustments described un@¢hér Adjustments” principally give effect to:

. the issuance of common units in this @figat an assumed initial public offering price$of per common unit,
representing the midpoint of the price range in@idabn the front cover of this prospectus, anduteeof proceeds therefrom as
described under "Use of Proceeds;"

. the inclusion of principals' interests representimg Group Partnership units that KKR Holdings wild in the Group
Partnerships, which principals' interests will edte to KKR Holdings % of the equity iret&roup Partnerships upon
completion of this offering, assuming the underandtdo not exercise their option to purchase asditicommon units from us;

. one or more cash and in-kind distributions thatimtend to make to certain of our existing ownetisipio the completion of the
offering, which distributions will consist of subsitially all of the cash-on-hand and certain peatpnoperty of the management
company for our private equity funds;

. our recognition of non-cash employee compensatianges associated with the vesting of intereskdiR Holdings that are
held by our principals, which non-cash charges lélloffset in full by corresponding credits to @mzome statement attributable
to principals' interests in income of consolida¢adities and other income and will not impact owwome before taxes or net
income;

. our recognition of cash and r-cash employee compensation charges associatednaitts of restricted common units un
our 2007 Equity Incentive Plan at the time of thiffering; and

. a provision for corporate income taxes on the ine@four intermediate holding company, which wildlirectly hold our
interests in the management companies for our fandour capital markets companies and will belilexas a corporation for
U.S. federal income tax purposes.

As a public company, our costs for suchgies insurance, accounting and legal advice nagase. We will also incur costs which we
have not previously incurred for director fees,iiddal investor relations expenses, expensesdortdiance with the Sarbanes-Oxley Act and
new rules implemented by the SEC and the New Y toklSExchange, and various other costs associatadoeing a public company. We
have not made any pro forma adjustments relatinigese costs, because estimates of those exparssst @bjectively determinable.

This unaudited pro forma financial inforimatis included for informational purposes only ataes not purport to reflect the results of
operations or financial position that would havewtced had the above transactions occurred onates éhdicated or had we operated as a
public company during the periods presented oafy future period or date. In addition, the prarfaradjustments described herein are based
on available information and upon assumptions etagement believes are reasonable in order grtefin a pro forma basis, the impact of
the above transactions on the historical finariafairmation of the KKR Group. You are cautioned tmplace undue reliance on this unaud
pro forma financial information.
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Assets
Cash and cash equivalel
Cash and cash equivalel
held at consolidated entiti
Restricted cash and ca
equivalents
Investments, at fair valt
Due from affiliates
Other asset

Total asset

Liabilities and partners' capit
Debt obligations
Due to affiliates
Accounts payable, accru
Expenses and other liabiliti

Total liabilities

Commitments and contingenci

Non-controlling interests in
consolidated entitie
Principals' interests i
consolidated entitie

Partners' capite
Partners' capite
Accumulated other
comprehensive incon

Total partners' capit:

Total liabilities anc
partners' capite

Unaudited Pro Forma Condensed Statement of Finandi&ondition

As of June 30, 2007

KKR Group
KKR Group after the KKR & Co. L.P.
Combined Reorganization Reorganization Other Consolidated
Historical Adjustments Adjustments Adjustments Pro Forma
($ in thousands’
$ 107,24
1,392,02
112,27
24,371,90
60,71:
153,56

$ 26,197,72

$ 447,51!
54,78¢

416,68!

918,98

23,257,85

2,013,68!

7,20(

2,020,88!

$ 26,197,72
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Unaudited Pro Forma Condensed Consolidated Stateménf Income

Year Ended December 31, 2006

KKR KKR Group after
Group the KKR & Co. L.P.
Combined Reorganization Reorganization Other Consolidated
Historical Adjustments Adjustments Adjustments Pro Forma
($ in thousands
Revenue:
Fee income $ 410,32
Expenses
Employee compensation and
benefits 131,66°
Occupancy and related char 19,29t
General, administrative and
other 78,15¢
Fund expense 38,35(
Total expense 267,46t
Investment Income
Net gains from investme!
activities 3,105,52.
Dividend income 714,06¢
Interest incom 210,87:
Interest expens (29,547
Total investment incom 4,000,92:
Income before nc-controlling
and principals' interests in
income of consolidated entitie
and income taxe 4,143,78!
Non-controlling interests il
income of consolidated entiti 3,039,67
Principals' interests in incon
of consolidated entitie —
Income before taxe 1,104,10:
Income taxe! 4,162
Net income $ 1,099,94!
| | | | |

Net Income Per Common Un
Basic
Diluted

Weighted Average Common Un
Basic
Diluted
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Unaudited Pro Forma Condensed Consolidated Stateménf Income

Revenues
Fee income

Expenses
Employee compensation and
benefits
Occupancy and related char
General, administrative and ot
Fund expense

Total expense
Investment Income
Net gains from investme!
activities
Dividend income
Interest incom
Interest expens

Total investment incom
Income before non-controlling
and principals' interests in
income of consolidated entities
and income taxe
Non-controlling interests i
income of consolidated entiti
Principals' interests in income
consolidated entitie

Income before taxe
Income taxe:

Net income

Net Income Per Common Un
Basic
Diluted

Weighted Average Common Uni
Basic
Diluted

Six Months Ended June 30, 2007

KKR

Group
Combined Reorganization
Historical Adjustments

$ 115,38(

50,58:

9,90¢
59,50¢
35,82:

155,81°

3,147,32
133,16(
133,54¢
(40,486

3,373,55.

3,333,11.

2,661,91.

671,20:
3,80¢

$ 667,39¢

76

KKR Group after
the
Reorganization
Adjustments

($ in thousands

KKR & Co. L.P.
Other Consolidated
Adjustments Pro Forma
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1.

Notes to Unaudited Pro Forma Condensed Financial formation

Reorganization Adjustments.

The Reorganization Adjustments presentffects of the elimination of the financial resudfsnon-contributed entities and the

reorganization of our business into a holding comypstructure as described under "Organizationaic8ire."

(@)

The adjustments reflect the elimination of the cdidsited financial results of the general partrafrthe 1996 Fund because the Group
Partnerships will not acquire an interest in thgseeral partners in connection with the Reorgainimafransactions. In addition, the
adjustments reflect the deconsolidation of the KIRiivate Equity Investors master fund and its gdngaener and the accounting for
the Group Partnerships' interest in the the mégter general partner instead under the equity nietti@ccounting, because the Group
Partnerships will acquire an economic (but not alihg) partner interest in the master fund gehpeatner in connection with the
Reorganization Transactions. The above generalgaraire entitled to carried interests that ertiidgn to a percentage of the net pr
generated on the funds' investments, subject taineequirements. The above funds pay manageraenttd us in exchange for
providing them with management and other services.

The 1996 Fund general partners consolidate the E@86, and the KKR Private Equity Investors mafitad general partner
consolidates the KKR Private Equity Investors nafited, under EITF 04-5, "Determining Whether a Emh Partner, or the General
Partners as a Group, Controls a Limited Partnershiimilar Entity When the Limited Partners Haver@in Rights," or EITF 04-5,
notwithstanding the fact that they hold only mitypeconomic interests in those funds, as a re$ulteir substantive, controlling
general partner interests. Those consolidated fbads been combined in the historical combinediied statements of the KKR
Group for the periods presented in this prospetilien funds are consolidated, the KKR Group's coetbfinancial statements reflect
the assets, liabilities, revenues, expenses aitdflcags of the consolidated funds on a gross basid,the majority of the economic
interests in the consolidated funds, which are bglthird-party investors, are reflected as nontailing interests. All inter-company
transactions are eliminated in consolidation.

The elimination of the 1996 Fund general partreeSsolidated financial results resulted ina $  decrease in partners' capital as of
June 30, 2007, representing the excess of elindragsets of $ over eliminated liabisitaf $ and eliminated non-
controlling interests of $ . For the yeaded December 31, 2006 and the six months ehdexl30, 2007, the elimination of the
1996 Fund general partners' consolidated residtdtesl in the recognition of $ millionca$ million, respectively, of fee
income from management fees paid by the 1996 Fuatchiad been eliminated in consolidation as inbemgany transactions as well as
eliminations of $ and $ openses, $ and $ of investnimsdme and $ and $ of non-
controlling interests in income from consolidateditées, respectively, because those items willamger be reflected in our
consolidated financial statements following the ptetion of the Reorganization Transactions. Thedoing adjustments resulted in
reductions in income before taxes of $ nd & and reductions in netincome of $ and $ for the year ended
December 31, 2006 and the six months ended Juri208@, respectively.

The deconsolidation of the KKR Private Equity Inwes master fund and its general partner and tbeusting for the Group
Partnerships' interest in the master fund genemaher instead under the equity method of accogrdid not impact partners' capital as
of June 30, 2007, because the elimination of preshioconsolidated assets was offset by the elintnaif a corresponding amount of
liabilities and non-controlling interests. The eooric interest that the Group Partnerships will hialthe master fund general partner
upon the completion of the Reorganization Transastiwill
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(b)

(€)

be accounted for as an investment in our conselitistatement of financial condition. That intesgst allocate to the Group
Partnerships % of the carried intereseived by the master fund general partner purdodt# carried interests once the fund's
capitalization costs have been recouped in accoedaith the fund's governing instruments. Becabsdund's capitalization costs had
not been recouped as of June 30, 2007, the mastegeneral partner would not be entitled to rexainy amounts pursuant to this
interest in the event of a termination of the maftad. The investment has therefore been refleatedvalue of zero.

For the year ended December 31, 2006 and the amthmended June 30, 2007, the deconsolidationedkKR Private Equity Investol
master fund and its general partner and the acomuftr the Group Partnerships' interest in theterasind general partner instead
under the equity method of accounting resultedhérecognition of $ million and $ million, respectively, of fee income
from management fees paid by the fund that had blsmmated in consolidation as inter-company teani®ns as well as eliminations
of $ and $ of expenses, $ and $ of investmentincome and $ and $ of non-controllingeargsts of
fund investors in income from consolidated entjtrespectively, because those items will no lorgereflected in our financial
statements following the deconsolidation of the tevafsind general partner. For the year ended Deeeib 2006 and the six months
ended June 30, 2007, no expense or investment ey allocable to the economic interest that ttei@® Partnerships will have in
the master fund general partner upon the completidhe Reorganization Transactions and this affgri

The adjustments reflect the inclusion of non-cdlitrg interests in consolidated entities representhe economic interests that certain
minority investors will retain in the general pata of our private equity funds that will be condated by the Group Partnerships,
which economic interests will allocate to certaimanity investors % of the capital intex$ by or on behalf of those general
partners before the completion of the offering ang profits thereon. As of June 30, 2007, theseaumtrolling interests were valued

$ and reduced partners' capital by sesponding amount. For the year ended Decemb&0BBE, and the six months ended

June 30, 2007, the inclusion of non-controllingests resulted in net charges accounted for asamtnolling interests in income of
consolidated subsidiaries of $ and $ , respectively, representing amounts okesps and investment income attributable to
the non-controlling interests. The foregoing adpestts resulted in reductions in income before takés and $ and
reductions in net income of $ and$ for the year ended December 31, 2006 anditheonths ended June 30, 2007,
respectively.

The adjustments reflect the inclusion of -controlling interests in consolidated entities esg@nting the economic interests that cel
minority investors will retain in our managementarapital markets companies and general partnesaratonsolidated funds followit
the acquisition of interests in those entitiestry Group Partnerships, which economic interestsalfiicate to certain minority
investors % of the net profits earnedhmse companies and % of the carriegtdést received by those general partners
with respect to the funds' investments, in eack,das a specified period of time. As of June 30?2, these non-controlling interests
were recorded at $ and reduced partoapétal by a corresponding amount. For the yededecember 31, 2006 and the six
months ended June 30, 2007, the inclusion of narralling interests resulted in net charges acaedifidr as non-controlling interests
in income of consolidated subsidiaries of $ and $ , respectively, representimgants of fee income, expenses and
investment income attributable to the non-contngllinterests. The foregoing adjustments resulteddnctions in income before taxes
of $ and $ and reductionsén income of $ and $ for ylear ended December 31, 2006 and the six months
ended June 30, 2007, respectively.
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2.

Other Adjustments

The Other Adjustments present the effetth@other transactions that will be entered intoonnection with the Reorganization

Transactions, this offering and the other transastidescribed in this section.

(d)

(€)

)

(9)

The adjustments reflect the receipt of $  of net proceeds from the issuance of mroon units in this offering at an assun
initial offering price of $ per commonit) representing the midpoint of the price ramy#icated on the front cover of this
prospectus, after deducting $ of estadatnderwriting discounts and offering expensesiménd to contribute the net proceeds
that we receive from this offering to the GrouptRarships in exchange for newly issued Group Pestrig units, which will use the
proceeds that they receive from us to grow ourtiegdusiness, to expand into new related busisesse for other general corporate
purposes. The issuance of common ueisribed above resulted in a $ net as@én cash and cash equivalents and a
$ net increase in partners' capitalfakine 30, 2007.

The adjustments reflect our use of $ assumed net proceeds from the issuance of commtninithis offering to acquire newly
issued Group Partnership units from the Group Restiips. Assuming that the underwriters do notasgertheir option to purchase
additional common units from us, we will directlgchindirectly own % of the outstandingpGp Partnership units upon the
completion of this offering and the balance of tluestanding Group Partnership units will be owngdKR Holdings and reflected in
our consolidated financial statements as princifiatisrests. As of June 30, 2007, these non-cdimgaihterests were recorded at

$ and reduced partners' capital by aesponding amount. For the year ended Decemb&(BE, and the six months ended
June 30, 2007, the inclusion of principals' intesessulted in net charges accounted for as pafgipterests in income of consolidated
entities of $ and $ , respety, representing amounts of fee income, expeasdsnvestment income attributable to the
principals' interests. The foregoing adjustmenssiited in reductions in income before taxes of $ and $ and reductions in
net income of $ and $ for ylear ended December 31, 2006 and the six monthedeiune 30, 2007, respectively.

We will enter into an exchange agreement with KK&ldihgs in connection with the Reorganization Teat®ns pursuant to which
KKR Holdings or certain transferees of its GrouptRership units may up to four times each yearjéttio the terms of the exchange
agreement) exchange Group Partnership units helddmy (together with corresponding special votings) for our common units on a
one-for-one basis, subject to customary convensitmadjustments for splits, unit distributions aedassifications. The Group
Partnership units are also subject to transferictisns, and will therefore not be exchangeabl®itee . We have not yet
determined the manner in which such future exchamgk be accounted for in our consolidated finahstatements.

The adjustments reflect the effect of one or maghand i-kind distributions to certain of our existing owseepresentin

substantially all of the cash-on-hand and certairsgnal property of the management company fopduate equity funds in an
assumed aggregate amount of $ millioof@sine 30, 2007. The actual amount of such Higions will depend on the amount of
the management company's cash on hand at the tithe offering.

The adjustments reflect the impact of the vestihigterests in KKR Holdings and the vesting of ries€d common units issued under
our 2007 Equity Incentive Plan on our income.

Our principals and certain former personnel willhequity interests in our business through KKRd#ogs, which will hold the Group
Partnership units not directly or indirectly heldds. As a result, those individuals will receiirgahcial benefits from our business in
the form of distributions and payments receivednfidKR Holdings and the appreciation in the valuehaf Group Partnership units tl
KKR Holdings owns. A portion of the equity interes$teld by our principals in KKR
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Holdings are subject to vesting. We will be reqdite record periodic non-cash employee compensatianges over time with respect
to the vesting of interests in KKR Holdings that &eld by our principals. When incurred, howeveose non-cash charges will be
offset in full by corresponding credits in our staents of income attributable to principals' insésén income of consolidated entities
and other income and, as a result, will not impaetincome before taxes, our net income or amatatsare available for distribution

our unitholders.

In addition, at the time of this offering, we wgtant to our employees who are not principals aywexgpte of unvested restricted
common units under our 2007 Equity Incentive Pl&lie. may settle these restricted common units witlestnicted common units or in
cash. The vesting of these restricted common wilksesult in cash and non-cash charges as thegtsl common units vest.

The following table summarizes the pro forma eBesftthe above items on the KKR Group's combinatestents of income for the
year ended December 31, 2006 and the six monthedehche 30, 2007.

Year Ended Six Months Ended
December 31, 2006 June 30, 2007

($ in thousands)

Historical employee compensation and benefits esg $ 131,667 $ 50,58:
Addition of non-cash charges relating to vestingngérests in

KKR Holdings(1)

Addition of cash and non-cash charges relatingesting of

restricted common units issued to other employg¢

Total change in employee compensation and berexjiense

Employee compensation and benefits expense athbkaito
principals' interests in income of consolidatedtis ( ) ( )
Other income ( ) ( )

Change in income before tax

(1) Upon completion of the Reorganization Transactmmd this offering, our principals will hold an aggate of interests in KK
Holdings, of which will be vested and will be unvested. The unvested interesliswest over periods ranging in duration
from to years. Witend to reflect the vesting of unvested intey@stK KR Holdings as non-cash employee

compensation charges in accordance with Statenfiéfihancial Accounting Standards No. 123(R), SiBased Payment.

2) At the time of this offering, we will grant our efogees unvested restricted common units that Ineasettled with unrestricted
common units and  unvested restricted commots timit may be settled with cash. We will accoontafwards that may be settled
with unrestricted common units as equity award# wie fair value of the award determined at theiserinception date, which will be
concurrent with the completion of this offering. W@l account for awards that may be settled inhcas a liability at each reporting d
subsequent to the service inception date, whichb&iconcurrent with the completion of this offeyirThe fair value of these awards
will be charged to compensation expense over thécgble service periods. The amounts presentedeabave been derived based
upon an assumed initial offering price of per common unit, representing the midpofrthe price range indicated on the front
cover of this prospectus, multiplied by the numblerestricted common units to be granted, expewosed the assumed service periods,
which range from to years. In addition, the calculation of the engeassumes a forfeiture rate of )
which is based upon historical turnover rates.
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(h)

We have historically operated as a group of pastrips for U.S. federal income tax purposes anthércase of certain entities loca
outside the United States, corporate entitiesdogifin income tax purposes. Because most of thigesrih our consolidated group are
taxed as partnerships, our income is generallgaféd to, and the resulting tax liability is gerigraorne by, our partners and we
generally are not taxed at the entity level. Acamgty, income tax provisions shown on our historimambined statements of income of
$ million for the year ended DecemberZ106 and $ million for the six months eddlune 30, 2007 were primarily
attributable to the New York City unincorporatecsimess tax and foreign income taxes imposed oaineghtities located outside the
United States.

Following the Reorganization Transactions and dfffisring, the Group Partnerships and their subsigsawill continue to operate as
partnerships for U.S. federal income tax purposek il the case of certain entities located outdigeUnited States, corporate entities
for foreign income tax purposes. Accordingly, thesdties will continue to be subject to New YorkyQunincorporated business taxes
or foreign income taxes. In addition, our internageliholding company will be subject to additionatity-level taxes that will be
reflected in our consolidated financial statemelfts.a discussion of pending legislation that magcjude us from qualifying for
treatment as a partnership for U.S. federal incareurposes, see "Risk Factors—Risks Related tdBOsiness—kegislation has be¢
introduced that would, if enacted, prelude us fiqumlifying as a partnership for U.S. federal incdaepurposes. If this or any similar
legislation or regulation were to be enacted amlyaip us, we would incur a material increase in @ liability that could result in a
reduction in the value of our common units."

In calculating the pro forma income tax provision the periods presented, the following assumptiesie made:

. The amount of net income before taxes was attribte¢he entities subject to corporate taxes (ineoifrb million for the
year ended December 31, 2006 and income of $ million for the six months ended June 30, 200ith the remainder
attributed to the entities not subject to corpomat®me taxes. Net income was attributed to thesies based on income or
losses of the subsidiaries of the entities. Pleasé'Material U.S. Federal Tax Considerations'afdiscussion of the different
tax requirements of our subsidiaries.

. Income before taxes attributed to entities suligcorporate tax was adjusted to add back expaisks million for the ye:i
ended December 31, 2006 and $ milliortHersix months ended June 30, 2007, which areedhictible for corporate
income tax purposes. Such expenses relate primardgmpensation charges recognized for book peptisat will not be
deductible for tax.

. The resulting balances of $ million foe thear ended December 31, 2006 and $ omilbr the six months ended
June 30, 2007 were then multiplied by a blendetlitstey tax rate of % and

such amounts were added to the estimated foreiggujction tax provisions to arrive at the aggregaix provisions of

$ million for the year ended DecemberZ&106 and $ million for the six month periended June 30, 2007. The
blended statutory rate reflects statutory rate of % for federal taxes and the blended stte (net of federal benefit)

of %.

. The amount of the adjustment reflects the diffeecmetween the actual tax provision for the histrizganizational structul
and the estimated tax provision that would havalted had the Reorganization Transactions andffleeirng been effected on
January 1, 2006.
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3. Determination of Earnings Per Common Uni

0] For the purposes of the pro forma net income pemeon unit computation, the weighted average comamits outstanding, basic and
diluted, were calculated in the following manner.

Year Ended Six Months Ended
December 31, 2006 June 30, 2007
Basic and Diluted Basic and Diluted

Common units to be outstanding immediately follogvihe
completion of the Reorganization Transactions amsldffering
Restricted common units to be outstanding immelyi:
following the completion of the Reorganization Tsantions
and this offerin¢

Group Partnership units to be outstanding immelyi:
following the completion of the Reorganization Tsaations
and this offering(1

Weighted average common units outstant

(1)  We will enter into an exchange agreement with KK&dihgs in connection with the Reorganization Teati®ns pursuant
which KKR Holdings or transferees of its Group Rarship units may up to four times each year (sultfethe terms of the
exchange agreement) exchange Group Partnershipheiit by them (together with corresponding spethg units) for our
common units on a one-for-one basis, subject ttooary conversion rate adjustments for splits, disitributions and
reclassifications and compliance with other apjbliedransfer restrictions. Group Partnership uaitsnot included in the
calculation of weighted average common units ontlitay because to do so would have been anti-ddutv the periods
presented. If these Group Partnership units webe texchanged for common units, net income availabholders of common
units would increase due to the elimination ofphiacipals' interests associated with the Grouprieaship units (offset by the
associated tax effect) by a greater proportion tharcorresponding increase in weighted averagemmmunits outstanding. As
a result, diluted net income per common unit calied assuming the exchange of all exchangeablepGrartnership units for
common units would be greater than basic net incoaneommon unit. We have not yet determined howsarch future
exchanges will be accounted for in our consolidditeehcial statements.

0] Pro forma basic and diluted net income per commmonwere computed in the following manner.

Year Ended Six Months Ended
December 31, 2006 June 30, 2007
Basic and Diluted Basic and Diluted
Net income available to holders of common u $ $

Weighted average common units outstant

Net income per common ur

Our special voting units are not entitled to reeaiNstributions from our partnership. Those undasdt share in our earnings and no
earnings are allocable to that class. Accordingtg,forma basic and diluted net income per spewitihg unit has not been presented.

Economic Net Income

Economic net income represents net incaxakiding the impact of income taxes and the impécton-cash employee compensation
charges associated with equity interests in ouniess and charges
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relating to the amortization of intangible ass@justments relating to income tax expense and éination are customary in the calculation of
supplemental measures of performance. In additverhelieve that the exclusion of non-cash comp@rsakpense provides investors with a
more meaningful indication of our performance as tton-cash charge relates to the equity portioouofcapital structure and not our core
operating performance. We believe such adjustnametsneaningful because they are indicators of ote operating results and our
management uses them to evaluate our businesslacate resources.

We find economic net income to be usefud aseasure for understanding the performance obperations from period to period and
although not every company in our industry defithese metrics in precisely the same way that wevedyelieve that this metric, as we use it,
facilitates comparisons with other companies inindustry. While we use segment economic net inctimeyaluate the performance of our
business segments, consolidated economic net intoatgo utilized by management in evaluating arfgrmance as a whole as well as for
compensation and other purposes. We also belietattalysts and investors use economic net incenaesapplemental measure to evaluate
our company's overall operating performance. Howex@nomic net income has material limitationsasnalytical tool and you should not
consider this in isolation, or as a substitutedioalysis of our results as reported under GAAP.

The items we eliminate in calculating eamimnet income are significant to our businessingpme tax expense represents a necessary
element of our costs and our ability to generatemae because ongoing revenue generation is expkectesult in future income tax expense;
(i) amortization may be a necessary element ofcosts following the reorganization; and (iii) noash compensation expense is expected to
be a recurring component of our costs and we mableto incur lower cash compensation costs t@xtent that we grant non-cash
compensation. Furthermore, any measure that eltesr@ompensation costs and the carrying costsiatsbaevith assets on our balance sheet
has material limitations as a performance measuaight of the foregoing limitations, we do notyeolely on economic net income as a
performance measure and also consider our GAARtse§iconomic net income is not a measurement ofinancial performance under
GAAP and should not be considered as an alterntinet income or any other measures preparedciordance with GAAP. Because
economic net income is not calculated in the samenar by all companies, it may not be comparabt#her similarly titted measures used by
other companies.

Because our historical combined finandiatesnents do not include any non-cash employee ensgtion charges or charges relating to
the amortization of intangible assets, economidmame is the equivalent of income before taxesHe historical periods presented.
However, amounts of pro forma economic net incoandte year ended December 31, 2006 and the sixtm@mded June 30, 2007 include
impact of noneash employee compensation charges described e(iypabove and, accordingly, are not equivalepréoforma income befo
taxes. The following table presents the adjustmingso forma net income used to derive pro form@nemic net income for the year ended
December 31, 2006 and the six months ended Juriz08@,

Year Ended Six Months Ended
December 31, 2006 June 30, 2007

Pro forma net incom $ $
Adjustment for income ta
Pro forma income before tax

Adjustment for no-cash employee compensation expe
Adjustment for amortization expen

Pro forma economic net incor
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SELECTED HISTORICAL FINANCIAL AND OTHER DATA

The following tables set forth the seledéstorical combined financial data of the KKR Gpaas of and for the years ended December 31
2002, 2003, 2004, 2005 and 2006 and as of Jun20B0, and for the six months ended June 30, 200&@0d. We derived the selected
historical combined data of the KKR Group as of ®aber 31, 2005 and 2006 and for the years endeeniiser 31, 2004, 2005 and 2006 fi
the audited predecessor combined financial statenieciuded elsewhere in this prospectus. We dérilie selected historical combined data
of the KKR Group as of June 30, 2007 and for tkarsdinths ended June 30, 2006 and 2007 from theditedyoredecessor combined financial
statements included elsewhere in this prospectesd#Yived the selected historical combined datae@KKR Group as of December 31, 2002,
2003 and 2004 and for the years ended Decemb@082,and 2003 from our unaudited predecessor cadlinancial statements which are
not included in this prospectus. The informatioaggnted in the following tables reflects the restant of the KKR Group's financial results
for the periods indicated below. See Note 13 tgptleelecessor combined financial statements includéds prospectus. Our unaudited
predecessor combined financial statements havefrepared on substantially the same basis as d@litedpredecessor combined financial
statements and include all adjustments that weidenesecessary for a fair presentation of our coratifinancial position and results of
operations for all periods presented. We will najuare all of the interests in the KKR Group in neotion with the Reorganization
Transactions and, accordingly, the combined firgrstatements of the KKR Group may not be indi@tif’the results of operations and
financial condition that we will have following tleampletion of this offering. You should read tleddwing data together with the
"Organizational Structure," "Unaudited Pro Formadgicial Information,” "Management's Discussion Andlysis of Financial Condition and
Results of Operations" and the predecessor comlfinadcial statements and related notes includseliere in this prospectus.
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Six Months Ended
Year Ended December 31, June 30,
2002 2003 2004 2005 2006 2006 2007
(Restated) (Restated) (Restated) (Restated) (Restated) (% in thousands)

($ in thousands

Income Statement Data:

Revenues
Fee income $ 67,85( $ 50,51¢ $  183,46. $ 232,94t $ 410,32¢ $ 155,08" $  115,38(
Expenses
Employee compensation and
benefits 38,51( 46,724 69,95¢ 79,64 131,66° 39,72: 50,58
Occupancy and related char 8,01z 8,85¢ 10,68t¢ 13,53¢ 19,29t 11,01( 9,90¢
General, administrative and
other 27,31¢ 35,31¢ 36,93 54,33¢ 78,15¢ 37,08¢ 59,50¢
Fund expense 7,34( 26,02 16,47( 20,77¢ 38,35( 14,55( 35,821
Total expense 81,17¢ 116,92: 134,04! 168,29: 267,46t 102,36¢ 155,81°

Investment Income
Net gains from investmel

activities (189,81)  2,325,29. 3,026,391 2,984,50. 3,105,52. 1,709,24 3,147,32
Dividend income 12¢ 32,28t 14,61: 729,92¢ 714,06! 250,87¢ 133,16(
Interest incomq 11,73( 36,80 54,06( 27,16¢ 210,87 48,58¢ 133,54¢
Interest expens (299) (234) (5249) (697) (29,547 (8,150 (40,48¢)

Total investment income (los (178,25)  2,394,15: 3,094,54. 3,740,89! 4,000,92: 2,000,55! 3,373,55!

Income (loss) before non-

controlling interests in income ¢

consolidated entities and incon

taxes (191,58)  2,327,74 3,143,96! 3,805,55. 4,143,78! 2,053,271 3,333,11.

Non-controlling interests in
income of consolidated entiti (290,027 1,863,35! 2,358,45 2,870,03! 3,039,67 1,522,69 2,661,91.

Income before taxe 98,44 464,39: 785,50: 935,51¢ 1,104,10: 530,57¢ 671,20:



Income taxe:

Net income

Statement of Financial
Condition (period end):

Total asset

Total liabilities
Non-controlling interests i
consolidated entitie

Total partners' capit:

1,74¢ 2,42t 6,26¢ 2,90( 4,16:

1,55¢ 3,80¢

$ 96,69¢ $ 461,96°$% 779,23° $ 932,61t $  1,099,94!

$ 7,379,76: $ 8,142,35:$ 9,701,47' $ 13,369,41 $ 23,292,78
19,24 124,33¢ 313,67: 418,77¢ 1,281,92:

6,766,89! 7,289,21 8,352,34. 11,518,01 20,318,44
593,62! 728,79¢ 1,035,46 1,432,62. 1,692,421
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$ 26,197,72
918,98¢

23,257,85
2,020,88!




MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should belieaconjunction with the predecessor combinedrfaia statements and the related
notes included elsewhere in this prospectus. Tétetical combined financial data discussed beloflers the historical results and financial
position of the KKR Group, which is considered predecessor for accounting purposes. While thehéstl combined financial statements
the KKR Group will be our historical financial seahents following the completion of this offeririgs tata does not give effect to the
Reorganization Transactions or this offering andiés necessarily representative of our future ressahd financial condition. Se
"Organizational Structure" and "Unaudited Pro Formk&ancial Information.” In addition, this discussi and analysis contains forward-
looking statements and involves numerous risksugucgrtainties, including those described under KFiactors" and "Forward-Looking
Statements.” Actual results may differ materiaibnf those contained in any forward-looking stateteen

Overview

Founded in 1976, we are a leading glokalahtive asset manager. Our more than 400 empieruding more than 150 investment
professionals, are led by our founders, Henry Kavid George Roberts, who are pioneers of thedgedrbuyout industry. Our history of
landmark achievements in private equity includesfitst leveraged buyout in excess of $1 billioeveral of the largest leveraged buyouts
announced worldwide to date, the first buyout plilic company by tender offer and the largestiaged buyouts completed or announced in
each of the United States, the Netherlands, Dennradia, Australia, Turkey, Singapore and France. hdve continued our history of
innovation by establishing new debt and public Bgsirategies that leverage the power of our beardithe intellectual capital in our private
equity business.

Today, through our offices in New York, MefPark, San Francisco, London, Paris, Hong KordyBokyo, we sponsor and manage funds
that make investments worldwide in private equitg debt transactions on behalf of third-party ineesand our firm. We also manage
substantial investments in public equity. During 8liyear history, we have raised 16 funds and receapgioximately $59.7 billion of capit
and capital commitments from investors. We havevgrour assets under management significantly, fippproximately $18.3 billion as of
December 31, 2002 to approximately $54.4 billiom&3dune 30, 2007, representing a compounded agnosath rate of 27.4%. Of our total
assets under management, approximately $7.0 bilipermanent capital, which is not required tadtarned to investors and is able to be re-
deployed as investments are realized.

As a global alternative asset manager,ave engoing management fees for providing manageamehother services to our private eq
and credit strategy funds as well as transacti@mitoring and other potential fees in connectiothvaiur investments. We also earn investment
income from investing our own capital alongsidedumvestors and from our carried interest in fumekistments, which provides us with a
disproportionate share of the funds' investmemsggenerated on third-party capital invested bypsivate equity funds. We are also
selectively pursuing opportunities to develop neawestment structures and products that we belieNé&@lp us increase the amount of
managed capital that we are able to commit to iddad transactions, grow our assets under managesmercapture additional income
streams.

Business Segmen
For management reporting purposes, we tg#reough two reportable business segments: prisvqtity and credit.
Private Equity

Through our private equity segment, we spoand manage a number of traditional privatetgdunds and a private equity-oriented
permanent capital fund that make primarily controénted investments in connection with leveragegbiits and other similar investment
opportunities. Our private equity funds focus
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on investing in large capitalization companies,ahhive believe allows us to invest in industry-leadiranchises with global operations, attract
world class management teams, deploy large amaofictpital in individual transactions and optima®aounts of income that we earn on a per
transaction basis. Our private equity segment H&di$billion of assets under management as of 30n2007 and generated approximately
$1.1 billion and $645.8 million of economic netamse during the year ended December 31, 2006 arslxmeonths ended June 30, 2007,
respectively. Though our private equity funds foonsnvestments in equity, they may also make dlgymeecentage of their investments in d
and other asset classes and the results of suektiments are included in the results of our prieatgity segment.

Credit

We believe the intellectual capital of @aople, our integrated global investment platforrd aur ability to effectively adapt our
investment strategies to market conditions allowousapitalize on investment opportunities at evergl of a company's capital structure.
Commencing in 2004, we began to actively pursue ielestments as a separate asset class and, thoougredit segment, we now sponsor
and manage a group of private and publicly tradeditstrategy funds that invest primarily in corgte debt investments and manage
structured finance vehicles. Our credit strategydBicurrently consist of KFN, a New York Stock Eanpe listed finance company, and the
KKR Strategic Capital Funds, consisting of threkedby-side private credit strategy funds. As ofeJ@8, 2007, our credit strategy funds had
$2.8 billion of capital, including $1.6 billion gfermanent capital, and our credit strategy fundeeatly manage $6.5 billion of structured
finance vehicles. During the year ended Decembg@06 and the six months ended June 30, 200%redit segment generated $34.5 mill
and $25.4 million of economic net income, respetjivThough our credit strategy funds focus on streents in debt, these funds may also
make a small percentage of their investments iitygand other asset classes and the results ofisueltments are included in the results of
our credit segment.

Business Environmen

As a global alternative asset manager,n@@fiected by financial and economic conditionthim United States, Europe, Asia and
elsewhere in the world. The diversity of our opiersd and product lines has allowed us to genetatactive returns in different business
climates. Generally, business conditions charazdrby low inflation, low or declining interesteatand strong equity markets provide a
positive environment for us to generate attraateétarns on existing investments. We also benedityéver, from periods of market volatility
and disruption which allow us to use our large tdfiase and our experience with troubled compaamesdistressed securities to make
investments at attractive prices and on favorabims.

Market Conditions

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

. The strength and competitive dynamics of the altetine asset management industry, including the amoof capital investec
in, and withdrawn from, alternative investment®ur share of the capital that is allocated to nitive assets depends on the
strength of our investment performance relativeh&investment performance of our competitors. dimeunt of capital that we
attract and our investment returns directly affeetlevel of our assets under management, whitlrimaffects the fees, carried
interest and other amounts that we are able toirar@nnection with our asset management activities

. The strength and liquidity of debt marketOur private equity funds use debt financing to fpedtfolio company acquisitions.
Our credit strategy funds make significant invesitaén debt instruments and use varying degreésvefage in order to
enhance investment returns and to fund workingtabpquirements. As a result, our business gegdrahefits from strong ar
liquid debt markets that
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support our funds' investment activities, althopghiods of market volatility and disruption may ates attractive investment
opportunities. Recently, the cost of financing laged buyout transactions in the public capitalke@r has increased
significantly, which may adversely impact the resipf our leveraged buyout transactions and ouityatw finance future
transactions.

. The strength and liquidity of equity marketStrong equity market conditions enable our priveajgity funds to increase tl
value of and to effect realizations of their polit@ompany investments. Equity market conditiols® affect the carried interest
that we receive. In addition, recent general in@esan stock market prices have made it more diffio find businesses that
may be acquired at attractive prices and havetessinl higher purchase prices for portfolio companivhich has increased the
amount of equity and debt financing that is reqliice complete an acquisition.

. Market volatility. VVolatility within the debt and equity markets inases both the opportunities and risks within ognsnts an
directly affects the performance of our funds. &anhy, fluctuations in interest rates and foreignmrency exchange rates, if not
suitably hedged, may affect the performance offends. Historical trends in these markets are egessarily indicative of our
future performance.

We believe market conditions during regegdrs have created a favorable environment fotwaireportable business segments and our
business as a whole. In particular:

. The U.S. economy has grown rapidly and the U.Sitalaparkets have seen increased activity andgisiarket indices during
recent years, creating a favorable environmentfaking private equity investments and growing agalizing value from such
investments, as well as for the expansion of oaditiactivities. We have also successfully ideetifand capitalized on
opportunities to expand into Europe, Asia and efse where trends have been favorable for invedtraad we continue to
identify what we believe to be attractive opporti@s in new markets globally.

. Institutions and other investors have increasenl tagital allocations to the alternative asset aggment industry. As a leade
this industry, we have been and expect to contiale able to attract a significant amount of neyitl for our funds. In
addition, we believe that strong capital flowste &lternative asset sector have played, and aillicue to play, an important
role in our new business initiatives, including capital markets initiative.

. The U.S. and other debt markets have been pantigsiziong during recent years, contributing to ability to finance portfolio
company acquisitions at attractive rates, at ditradeverage ratios and on attractive terms. lditaah, historically low interest
rates and tight credit spreads during recent yleare enhanced the ability of our credit strategydfuto employ leverage to
increase investment returns. Recently, howevercdise of financing leveraged buyout transactionssbying high-yield debt
securities in the public capital markets has ineeeasignificantly. Increases in rates and spreadkldave a negative impact on
our returns as the incremental cash flow requioesktvice debt would reduce cash flow availablievtestors in our funds and
could lead to higher equity contribution requiretiseoy our fund investors to effect future trangawsi A reduction in leverage
ratios or more restrictive covenants and otherittedms could also negatively impact our business.

. The allocation of capital to the alternative assahagement industry depends in part on the perfocenaf alternative assets
relative to other asset classes. The primary msiikethich we conduct our business have experierelatvely steady growth.
The performance of our funds has continued to ekgaeious traditional benchmarks of market perfarogaenabling us to raise
increasingly larger pools of capital.

The market conditions discussed above baea generally favorable to our performance oveptiriods presented. Future market
conditions may not continue to be as favorable@ndd adversely affect our business. For a moraildetdescription of the manner in which
economic and financial market conditions may matiriaffect our results of operations and financiahdition, see "Risk Factors—Risks
Related to Our Business."
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Legal and Regulatory Environmer

Members of the U.S. Congress have introdlegislation that would, if enacted, preclude nasf qualifying for treatment as a partnership
for U.S. federal income tax purposes under thesrgteverning publicly traded partnerships and waatglire that we be treated as a corpor:
for U.S. federal income tax purposes. Separategymbrers of the U.S. Congress have introduced ldigislghat would, if enacted, treat income
received for performing investment management sesvas ordinary income received for the performafiservices, which would have a
similar effect. If any of these pieces of legigatior any similar legislation or regulation werebenacted and apply to us, we would incur a
material increase in our tax liability, which coutlgbult in a reduction in the value of our commaitsi See "Risk Factors—Risks Related to
Our Business—Legislation has been introduced tlwaiddy if enacted, prelude us from qualifying asagtpership for U.S. federal income tax
purposes. If this or any similar legislation orukgion were to be enacted and apply to us, we avimgur a material increase in our tax liabi
that could result in a reduction in the value of common units."

Becoming a Public Compan

As a privately owned firm, we have consifiieapproached the management of our businessamidivestments with the goal of creating
and realizing value over the long term. Both inlding and expanding our business and in determitiiegypes of investments to make, we
have focused on the best outcomes for our busareb$und investors measured over a period of yagier than on short-term financial
performance. Our long-term approach encourages caritinue to build value in all of our portfoliompanies, including those with a long
period remaining before producing distributablehctiew. However, our results of operations are @fe by the timing of our investments and
changes in the value of our investments, each aftwinay vary significantly in the short term.

We nonetheless intend to maintain our ltarg: focus after we become a public company eveuagh this approach may lead to
significant and unpredictable variations in ountesfrom period to period. In addition, while gsificant portion of the management and
monitoring fees paid by our funds and portfolio g@mies are earned pursuant to multi-year contratiiey amounts that we earn, such as
transaction fees and carried interest, are sutgesignificant variability based on transactionwok and size, as well as investment
performance. We do not intend to permit the shemmtperspectives of some public market investomsfloence our investment, operational or
strategic decisions, our duties or commitmentsutofend investors or our focus on creating longrteralue for our unitholders.

Impact of the Reorganization Transactions, this @ffng and Related Transactior

The KKR Group is considered our predecef&soaiccounting purposes and its combined finarstetements will be our historical
financial statements following the completion of tReorganization Transactions and this offerings hirstorical combined financial data does
not give effect to the Reorganization Transactitms,completion of this offering or other relategitsactions. Because the legal entities that
comprise the KKR Group are under the common cowtrolr senior principals and will be under the eoom control of our senior principals
following the completion of the Reorganization Tsantions, we will account for the Reorganizatioaniactions and this offering as a transfer
of interests under common control. Accordingly, wi# carry forward into our combined financial statents the value of assets, liabilities and
non-controlling interests in the combined entitiesognized in the KKR Group's historical combingdicial statements, except as described
below.

While the combined financial statementshef KKR Group will be our historical financial statents following the completion of the
Reorganization Transactions and this offering,fmancial statements for future periods will diffeom the financial statements of the KKR
Group in many significant respects. In particutalowing the completion of the Reorganization Tsaantions and this offering:
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. we will deconsolidate both the 1996 Fund and tmelfugeneral partners, because the Group Partpsnsiii not acquire an
interest in those general partners in connectidh thie Reorganization Transactions;

. we will deconsolidate both the KKR Private Equitywéstors master fund and the master fund's geparder and account fi
the Group Partnerships' interest in the master §ameral partner instead under the equity meth@todunting (which
accounting treatment will not impact our consol@hhet income or partners' capital), because tbegPartnerships will
acquire an economic (but not controlling) partmeiest in the master fund general partner;

. we will include non-controlling interests in conislalted entities representing the economic intett@stisour existing owners will
retain in the general partners of our consolidati@ghte equity funds following the acquisition argeral partner interests in
those entities by the Group Partnerships, whicimegic interests will allocate to the existing owser % of the capital
invested by or on behalf of those general parthefare the completion of the offering and any psotinereon;

. we will include non-controlling interests in conislaited entities representing the economic intettstiscertain minority
investors will retain in our management and capitatkets companies and the general partners afansolidated funds
following the acquisition of general partner or tolling interests in those entities by the GrowgstRerships, which economic
interests will allocate to certain minority inverto % of the net profits earned by thosaganies and % of the carried
interest received by those general partners witheget to the funds' investments, in each case $peaified period of time;

. we will issue common units in this offegiat an assumed initial public offering price of $ per common unit,
representing the midpoint of the price range ingidabn the front cover of this prospectus, whigu#nce will increase our
partners' capital,

. we will include principals' interests representihg Group Partnership units that KKR Holdings Wibld in the Group
Partnerships, which principals' interests will edite to KKR Holdings % of the equity iretroup Partnerships upon
completion of this offering, assuming the underandtdo not exercise their option to purchase asditicommon units from us;

. we will make one or more cash and in-kind distritss to certain of our existing owners prior to tdwenpletion of the offering,
which distributions will consist of substantialli} af the cash-orfitand and certain personal property of the managecoempan:
for our private equity funds;

. we will recognize non-cash employee compensatiengegs associated with the vesting of interestskiR Kloldings that are
held by our principals, which non-cash charges elloffset in full by corresponding credits to moome statement attributable
to principals' interests in consolidated entitied ather income and will not impact our income lbefaxes, net income or
partners' capital,

. we will recognize employee compensation chargescéted with the vesting of grants of restrictedhamon units and othe
awards under our 2007 Equity Incentive Plan; and

. we will record a provision for corporate incomeeasayon the income of our intermediate holding corgpauhich will indirectly
hold our interest in the management companiesdofunds and our capital markets companies andbeilaxable as a
corporation for U.S. federal income tax purposes.

Due to the differences described abovepthdecessor combined financial statements antédefastorical data included in this prospe
are not necessarily representative of our futusalte of operations and financial condition. Toyade additional information illustrating the
impact that the changes described above will haveun results of operations and financial conditiwa have presented
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elsewhere in this prospectus unaudited pro formenfiial information for the year ended December2B06 and as of and for the six months
ended June 30, 2007. The pro forma data give dffebie Reorganization Transactions, this offednd related transactions as if such
transactions had occurred on January 1, 2006 fiqnoges of the unaudited pro forma statement ofnrecdata and as of June 30, 2007 for
purposes of the unaudited pro forma statemennahtfiial condition. Such information has been preeskfor informational purposes only and
does not purport to present the results of operatiw financial condition that we would have ackig¥f those transactions had occurred on
such dates or that we may achieve in the future."SBeaudited Pro Forma Financial Information."

Basis of Financial Presentation
Combined Results
Impact of the Consolidation of Our Funds on Ourdfinial Presentatiol

In accordance with GAAP, a substantial nemdf our funds are consolidated in our predecessmbined financial statements
notwithstanding the fact we hold only a minoritypeomic interest in those funds. In particular, vednconsolidated (i) those entities in which
our predecessor, through the ownership interestsio§enior principals, has majority ownership had control over significant operating,
financial and investing decisions of the entitiad &i) those funds, which we refer to as our cdidsted funds, in which our predecessor,
through the ownership interests of our senior gpials, held a general partner or managing memberast, which gave our predecessor
substantive controlling rights over such funds.Wespect to our consolidated funds, we generallietoperational discretion and control over
the funds and fund investors do not hold any sulistarights that would enable them to impact tineds' ongoing governance and operating
activities.

As noted above, in connection with the Reaization Transactions and this offering, we d#@tonsolidate the 1996 Fund and the KKR
Private Equity Investors master fund, but will dooge to consolidate the other funds that are ctigre@onsolidated in our combined financial
statements. Those consolidated funds consist ditihepean Fund, the Millennium Fund, the EuropeamdH|, the 2006 Fund and two of the
three side-byside funds that constitute the KKR Strategic Cafitands. See "Unaudited Pro Forma Financial Infaiond' In addition, becau:
we expect to continue to maintain a controllingiest in funds that we sponsor and manage, we et@eonsolidate additional funds in future
periods, including our recently formed Asian Fuwtijch held its final closing in the third quarterad07.

When we consolidate a fund, our combingedrftial statements reflect the assets, liabilitesenues, expenses and cash flows of the
consolidated fund on a gross basis. The majorith@feconomic interests in the consolidated furtdclvare held by third-party investors, are
reflected as non-controlling interests in our cameki financial statements. Substantially all oftteEnagement fees and certain other amounts
that we earn from the consolidated fund are eliteitidh combination. However, because those amauatearned from non-controlling
interest holders, our allocable share of the madrime from the consolidated fund is increased byatheunts eliminated. Accordingly, the
consolidation of a fund does not have a net efiadhe amounts of income before taxes, net incanpaners' capital that we report. The
consolidation does, however, significantly impattes aspects of our financial statement presemtaliecause the assets, liabilities, income
expense of the consolidated funds are reflecteal gnoss basis while the allocable share of thosmiats that are attributable to noantrolling
interest holders are reflected as single line itemsur statement of financial condition (non-coliing interests in consolidated entities) and in
our statement of income (non-controlling interestmcome of consolidated entities).
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Segment Result

We present the results of our two repogdulsiness segments in accordance with Statem&imanficial Accounting Standards No. 131,
"Disclosures about Segments of an Enterprise atatdkelnformation.” This standard is based on aagament approach, which requires
segment presentation based on internal organizatidrthe internal financial reporting used by mamagnt to make operating decisions, as
performance and allocate resources. Our managemakes operating decisions, assesses performanadlacates resources based on
financial and operating data and measures thairasented without giving effect to the consolidatid any of the funds that we manage. As a
result, unlike the reporting in our predecessor ltioed financial statements, our segment reportoesdot give effect to the consolidation of
our funds. The deconsolidation of our funds in egment reporting results in the inclusion in feeome of management fees that would
otherwise be eliminated in consolidation, the efiation of investment income and expense thatiitatable to non-controlling interests held
by third-party fund investors and the eliminatidrcorresponding charges and credits that we acdougis non-controlling interests in the
income of consolidated entities. See "—CombineduR&es-Impact of the Consolidation of Our Funds orr Ginancial Presentation" and "—
Key Operating and Performance Measures—Segmena@pgand Performance Earnings."

Key Financial Measures
Revenues
Fee Income

Our combined fee income consists primasfljransaction and monitoring fees that we recé&iom our portfolio companies and the
management and incentive fees that we receivetljifeom our unconsolidated funds, including bdtle hase management fees and incentive
fees that are paid by our unconsolidated crediteggly funds. These fees are based upon the cargtéetms of the management and other
agreements that we enter into with the applicaltel$ and portfolio companies. For a descriptiothefe management and other agreements,
see "Business.”

Our combined fee income does not incluégentlanagement fees that we charge our consolidatels f because those fees are eliminated
in consolidation as transactions between consedlantities. However, because those managemerafeesrned from, and funded by, third-
party fund investors who hold non-controlling irgsts in the consolidated funds, our allocable sbhtiee net income from the consolidated
funds is increased by the amount of the managefeestthat are eliminated in consolidation. Accogtiinwhile the consolidation of our funds
impacts the amount of fee income that we recogomiza combined basis, it does not affect the ulgnaaount of income before taxes, net
income, or partners' capital that we recognizeuinammbined financial statements.

Expenses
Employee Compensation and Benefits Exp

Our employee compensation and benefitsresgaistorically has consisted primarily of thetcaslaries and bonuses that we have paid
personnel who are not senior principals. Because@mpensation arrangements with those individoale involved a significant
performance-based bonus component, our employepertgation and benefits expense has increased agtoncome has grown. Our
employee compensation and benefits expense hagralam in recent years as a result of the expansi@ur business, which has increasec
number of our salaried employees. Our employee eosgtion and benefits expense is not borne byifurastors and is not offset by credits
attributable to our fund investors' non-controllingerests in our consolidated funds.

Unlike our other personnel, our senior gipals historically have not been paid any casarigd or bonuses for their services to us.
Instead, these individuals have relied on cashibligtons that they have
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received on their equity interests in our businBesause those cash distributions have been paighior principals in their capacities as
owners of our business, the distributions have laeeounted for as distributions of partners' chpéther than employee compensation and
benefits expense and, accordingly, we have naateftl those amounts as employee compensation asfitbexpense in our statements of
income.

Our principals will hold equity interestsaur business through KKR Holdings, which will idhe Group Partnership units not held by
As a result, those individuals will receive finagldbenefits from our business in the form of digitions and payments received from KKR
Holdings and the appreciation in the value of tlmeup Partnership units that KKR Holdings owns. Greup Partnership units held by KKR
Holdings will be subject to applicable transfertriesions, and will not be exchangeable for our coom units before

A portion of the equity interests held hy principals in KKR Holdings are subject to vegtiitVe will be required to record periodic non-
cash employee compensation charges over time esibect to the vesting of interests in KKR Holditigat are held by our principals. When
incurred, however, those non-cash charges willffsebin full by corresponding credits in our stagnts of income attributable to principals'
interests in income of consolidated entities afoincome and, as a result, will not impact oeoime before taxes, our net income or amc
that are available for distribution to our unithetd. See "—Principals' Interests in the Income @igdlidated Entities" and "Unaudited Pro
Forma Financial Information."

At the time of this offering, we intenddoant to our employees who are not principals aregate of restricted common units
under our 2007 Equity Incentive Plan as describetbu"Management—2007 Equity Incentive Plan." Wk ngcord periodic employee
compensation charges in our statements of incosecided with the grants and vesting of these asyaslwell as any future awards that we
may grant under our 2007 Equity Incentive Plan.

General, Administrative and Other Expense

Our general, administrative and other espeasonsists primarily of professional fees paitttal advisors, accountants, senior advisor:
consultants; insurance costs; travel and relatpéreses; communications and information servicgseéation and amortization charges and
other general and operating expenses. These expleage increased in recent years due to fees @aiagrtsenior advisors that are based in part
on returns generated by our investments, which rreased significantly during recent periodsyall as increases in overhead resulting
from the expansion and growth of our business. Bs&antial portion of our general, administrativel ather expense is not borne by fund
investors and is not offset by credits attributableur fund investors' non-controlling interestour consolidated funds.

As a public company our costs for such g&m insurance, accounting and legal advice arecéxg to increase. We will also incur costs
which we have not previously incurred for diredies, investor relations expenses, expenses fopl@me with the Sarbanes-Oxley Act and
rules of the Securities and Exchange Commissiortlamtew York Stock Exchange, and various othetscassociated with being a public
company.

Fund Expense

Our fund expenses consist primarily of sdbat we incur in connection with potential invesnhts that do not result in completed
transactions (such as travel expenses, profesdeembnd research costs), costs incurred in ctionegith the placement of limited partner
interests in our private equity funds and costatied to holding our annual investor conference.
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Investment Income

We recognize investment income with respeciur carried interests in investments of ouvate equity funds, the capital invested by or
on behalf of the general partners of our privatgitgcfunds and the non-controlling interests thetd party fund investors hold in our
consolidated funds. Grants of restricted equitgnests in our publicly listed credit strategy fuK@N, are not included as investment income.
When the equity interests vest, however, we incthédnterests as investments on our statemetmaridial condition and thereafter recognize
investment income or loss with respect to changeldir fair value and any dividends or distribnsgaid thereon. See "Business—Credit—
KFN."

Net Gains from Investment Activiti

Our net gains from investment activitiessist primarily of the unrealized and realized gaand losses on investments that are made by
our funds. Unrealized gains or losses result frbanges in the fair value of these investments duaiperiod. Upon disposition of an
investment, previously recognized unrealized gainiesses are reversed and an offsetting realiagday loss is recognized in the current
period. While this reversal does not affect the ami@f net gains that we recognize from investnaativities, it does impact the cash flows
that we record.

When determining the fair values of investits, we use the last reported market price dseo$tatement of financial condition date for
investments that have readily available marketgsritVhen an investment does not have a readilfad@imarket price, the fair value of the
investment represents the value, as determined loy good faith, at which the investment could blel $n an orderly disposition over a
reasonable period of time between willing partigeeothan in a forced or liquidation sale. Theradssingle standard for determining fair value
in good faith and in many cases fair value is eapressed as a range of fair values from whiclhngleiestimate may be derived. When making
fair value determinations, we typically use a markeltiples approach that considers a specifiedrfaial measure (such as EBITDA) or a
discounted cash flow or liquidation analysis. Weoatonsider a range of additional factors that eend relevant, including the price at which
the investment was acquired, the nature of thestmvent (such as whether it is a controlling int§réscal market conditions, market prices for
comparable securities and financing transactiodsiraternal models that consider the current anctetgul operating performance and cash
flows of the company in which the investment wasima

A significant portion of our funds' investnts consists of private equity investments thatatchave readily observable market prices and,
accordingly, have been valued by us in good fasihgithe valuation methodologies described aboviéh YW¥gard to our valuations of those
investments, since December 31, 2005, on a quakiadis, Duff & Phelps, LLC, an independent valoatiirm, has provided us with third-
party assistance, which consisted of limited procesl that we identified and asked them to perf@asrdescribed under "Private Equity
Valuations and Related Data." Our determinationtheffair values of these investments may diffetemally from the values that would have
resulted if readily available market prices hadsted. Additional external factors may cause th@dees, and the values of investments for
which readily observable market prices exist, tréase or decrease over time, which may creatéilitglan our net income and the amounts
assets and partners' capital that we report froma tb time. See "Risk Factors—Risks Relating toltivestments We Manage—Valuation
methodologies for certain assets in our funds @asubject to significant subjectivity and the faatue of assets established pursuant to such
methodologies may never be realized, which cowddltén significant losses for our funds" and "—t{éal Accounting Policies—Fair Value of
Investments."
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Dividend Income

Our dividend income consists primarily loé¢ tdividends and distributions that our privateiggfuinds receive from the portfolio compar
in which they invest. Typically, our private equftynds recognize dividend income primarily in coctien with dispositions of operations by
portfolio companies and other significant portfadimmpany transactions. Our dividend income has#@s®d substantially in recent periods as a
result of distributions by our portfolio companfeiowing such dispositions or other transactions.

Interest Income

Our interest income consists primarilyrierest that is paid on the fixed income instruraémtwvhich our consolidated funds invest ant
a lesser extent, interest payments that our prietéty funds are paid when they provide bridgariiting to a portfolio company in connection
with a portfolio company acquisition. See "Privaiguity Valuations and Related Data—Bridge Finanétngvided by Private Equity Funds."”
Our interest income has increased substantialtgéent periods as a result of interest earned &@sh management activities carried out by
private equity-oriented permanent capital fund,ahiegan operations in May 2006 and made signifiiteed income investments in
connection with its cash management activities.

Interest Expens

Our interest expense consists primarilintédrest that is payable by our funds or their gahgartners in connection with indebtedness that
they incur to finance investments. A significanttpmn of our interest expense relates to long-terdebtedness that is used by our credit
strategy funds to leverage their investments. Tdlarice of this expense consists of short-term bongs that are used by the general partners
of our private equity funds and indebtedness thasied by our private equity-oriented permanentaldpnd to leverage its investments in
public companies. Given the degree of leveraghercapital structures of our portfolio companieki@l leverage is not reflected in our
combined financial statements), our private edfuitids do not incur debt at the fund level.

Impact of the Consolidation of Our Funds on thedergation of Investment Incor

Due to the consolidation of a majority of dunds, the amount of our funds' investment inedhat is allocable to our carried interests and
capital investments is not readily shown in our borad financial statements. Instead, the portiomeéstment income that is allocable to us,
after allocating amounts to non-controlling intesess reflected in our net income. Because thestsuitial majority of our funds are
consolidated and because we hold only a minorityemic interest in our funds' investments, ouraale share of our funds' investment
income is significantly less than the total amaonfiinvestment income presented in our predecessubimed financial statements.

Income Taxe

We have historically operated as a groupastnerships for U.S. federal income tax purp@sek in the case of certain entities located
outside the United States, corporate entitiesdogifin income tax purposes. Because most of thiesrih our consolidated group are taxed as
partnerships, our income is generally allocate@mnal the resulting tax liability is generally botmg our principals and we generally are not
taxed at the entity level. The income taxes indlligleour predecessor combined financial statemaetsittributable to the New York City
unincorporated business tax and foreign incomestarposed on certain entities located outside thiéeld States.

Following the Reorganization Transactiond this offering, the Group Partnerships and teebsidiaries will continue to operate as
partnerships for U.S. federal income tax purposek i the case of certain entities located outdigeUnited States, corporate entities for
foreign income tax purposes.
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Accordingly, those entities will continue to be gdi to New York City unincorporated business tageforeign income taxes, as the case may
be. In addition, our intermediate holding companly be subject to additional entity-level taxestthall be reflected in our combined financial
statements.

Nor-Controlling Interests in the Income of Consolidhientities

Non-controlling interests in the incomecofsolidated entities represent the ownershipéstsrthat unaffiliated third parties hold in
entities that are consolidated in our financiatesteents. The allocable share of income and expattréieutable to those interests is accounted
for as non-controlling interests in the income ofisolidated entities.

Historically, the amount of non-controllingerests in consolidated entities that we hagegaized has been substantial and has resulted
in significant charges and credits in our statemefincome. As of June 30, 2007, non-controllinigiests in consolidated entities represented
approximately 89% of our combined total assetsamsisted primarily of:

. economic interests that fund investors held inammnsolidated funds, which economic interests atkxt¢o the fund investors
approximately 89% of our combined total assetsfdsioe 30, 2007 and resulted in approximately $dlion and $1.5 billion o
net charges in our statements of income duringithenonths ended June 30, 2007 and 2006, respl¢taral

. an interest in the management company for our tstditegy funds that currently allocates 35% efrilbt income of that
management company to other members of that mareagermmpany.

We expect to continue to recognize subistindn-controlling interests in the income of colidated entities following the completion of
the Reorganization Transactions and this offerimg) anticipate that those non-controlling interegitscontinue to give rise to significant
charges and credits in our statements of incompaitticular, non-controlling interests in the inaf consolidated entities are expected to
consist primarily of:

. economic interests that fund investors hold in@mrsolidated funds (which will exclude the 1996 &amd the KKR Privat
Equity Investors master fund as a result of thedsalidation of those funds as described underi$Bad-inancial
Presentation—Combined Results");

. the 35% interest that other members of the managecoenpany of our credit strategy funds will haldthe manageme
company for our credit strategy funds as descradime;

. economic interests in the general partners of onsalidated private equity funds that will entitler existing owners to 100%
the capital invested by or on behalf of those galngairtners before the completion of this offeramgl any profits thereon; and

. interests in our management and capital marketgpaaias and the general partners of our consolidatets that will entitle
certain minority investors to % of the metome earned by those companies and eatarried interest received by
the general partners, in each case with respehetunds' investments for a specified period rokti

Principals' Interests in the Income of ConsolidaEadities

In addition to the non-controlling intere#t consolidated entities described above, ouncipals will retain substantial economic interests
in our business following the completion of thisesing through KKR Holdings' ownership of Group a&rship units. Assuming that the
underwriters do not exercise their option to pusehadditional common units from us, these intenggtsepresent approximately % of
our total assets that are not allocable to holdEron-controlling interests upon completion of tftering. We will account for these interests
in the same manner that we account for nontrolling interests in consolidated entities the held by unaffiliated third parties, except tar
principals'

96




interests will be classified separately for finateceporting purposes in order to provide investoith a more meaningful financial presentat
See "Unaudited Pro Forma Financial Information.”

Key Operating and Performance Measures

The alternative asset management busisessnplex and unusual in its ability to supportidagrowth without requiring substantial
capital investment. However, there may also betilityaassociated with the net income and cash fafvalternative asset managers as a result
of changes in market conditions and other factessdbed in this prospectus. In order to assessramitor the effectiveness of our value
creation strategies and operating performance,ave Heveloped and use the following supplementaiadimg metrics. As a public company,
we expect to continue to use these supplementahtipg and performance metrics, in addition toitradal financing measures, because we
believe that the supplemental measures represetiett measures of the productivity of our investragtivities.

Assets Under Manageme

Our assets under management represenssbésavith respect to which we are entitled toivece fee or carried interest. We calculate the
amount of assets under management as of any dtite asm of: (i) the fair value of the investmeoft®ur traditional private equity funds and
our carry-paying co-investment vehicles plus thgitedthat we are entitled to call from investansour traditional private equity funds with
respect to their unfunded capital commitmentsiii® NAV of KKR Private Equity Investors and the RKStrategic Capital Funds; (iii) the
equity of KFN; and (iv) the capital raised by stiwred finance vehicles that we manage. As a re$u#tising new funds with sizeable capital
commitments and increases in the NAV of our permanapital funds and their retained profits, owsets under management have increased
significantly over the periods discussed below.

Increases in assets under managemenngetatiour unconsolidated funds will generally réguincreases in our fee income, as the
amount of the management fees that we receive these funds is calculated based on the amounteétassets. Similarly, increases in assets
under management relating to our consolidated fwillgienerally result in increases in our alloe@bhare of the net income from these
consolidated funds. To the extent that increases$ets under management consist of permanenalcaipé related increases in fee income
would be expected to continue during future periddih respect to our traditional private equitypfls, management fees are calculated based
on the amount of capital committed to a fund dutimginvestment period (typically the first six yeaf a fund's life) and thereafter on the cost
basis of the fund's investments, which causesabe to be reduced over time as investments aredigpal. As of June 30, 2007, approximately
55.6% of our assets under management relatingrttraditional private equity funds were associatgith funds whose management fees were
calculated based on capital commitments.

Segment Operating and Performance Measu
Fee Related Earning

Fee related earnings is a profit measwakishreported by our two reportable business satgn®lanagement uses fee related earnings
supplemental non-GAAP measure of operating perfan@aThe difference between fee related earningsrenome before taxes presented in
accordance with GAAP is that fee related earniegsasent income before taxes adjusted to: (i) eeclhe expenses of consolidated funds;
(il) include management fees earned from consaitl&inds that were eliminated in consolidation) ékclude investment income; and
(iv) exclude non-controlling interests in incomecohsolidated entities. We believe such adjustmamsneaningful because management
makes operating decisions and assesses the penimgrofiour business based on financial and operatitrics and data that are presented
without the consolidation of any of our investméntds.
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Our current operations are managed baspdriron our reported levels of fee related easyimghich consist primarily of the managem:
transaction and monitoring fees that we earn aspbasor of our private equity funds and our alideshare of the management and incentive
fees that we earn as the sponsor of our credieglydunds. It has been and remains a key objeofieair firm to maximize our fee related
earnings, because those amounts directly affech@iincome. As a public entity, we will continwefocus on growing our fee earnings and
segment fee related earnings levels to make opgrdtcisions and assess the performance of ourdassibecause those amounts will directly
affect the returns to our investors.

Segment Economic Net Income

Segment economic net income is a key padioce measure used by management when makingiogedatisions, assessing operating
performance and allocating resources. Economiteemme represents net income excluding the implicicome taxes, the impact of noast
employee compensation charges and the impact oftaatton of intangible assets. Because our prestemecombined financial statements do
not include any non-cash employee benefits and eosgtion charges, economic net income is the elguitvaf income before taxes for the
historical periods presented. See "Unaudited Prsmkd-inancial Information."

Private Equity Dollars Investe

Private equity dollars invested is the agate amount of capital invested by our privatdtgdunds and carry-paying co-investment
vehicles in private equity transactions during@oréng period. Such amounts include both capitaligbuted by fund investors and co-
investment vehicles with respect to which we arétled to a carried interest and capital contrilouidy us as the general partner of a private
equity fund with respect to which we are entitlegtofits generated on the invested capital. Wepnsgte equity dollars invested as a mea:
of the productivity of our investment activitiesdaas an indicator of potential returns that we mealize in future periods from our current
private equity investments. From our inception tiglo June 30, 2007, our first ten traditional pevatuity funds (representing all of our
private equity funds that have invested at leagh8@ths) achieved returns equal to 2.8x the amofuptivate equity dollars invested.

Combined Results of Operations

The following is a discussion of our preglesor combined results of operations for the yeaded December 31, 2004, 2005 and 200¢
the six months ended June 30, 2006 and 2007. Yauldiead this discussion in conjunction with thisrmation included under "—Basis of
Financial Presentation—Combined Results" and thdgmessor combined financial statements and refated included elsewhere in this
prospectus. For a more detailed discussion ofabfs that affected the results of operationsuoftwo business segments in these periods, se!
"—Segment Analysis."

As set forth below, we restated our comthiimeome statements for the years ended Decemb@084, 2005 and 2006. The information
presented in the following discussion of our predsor's results has been adjusted to reflect shateenent of our predecessor financial results,
which is more fully described in Note 13 to theqweessor combined financial statements includékismprospectus. In addition, subsequet
the issuance of our condensed combined finanatrstents as of and for the three months ended M&Erck007, we determined that certain
adjustments should be made with respect to ounuatity for management fees earned from our fundsoan presentation of non-cash
distributions, and, as a result, we restated tfinaacial statements and certain footnote infororatWe have included our condensed comk
financial statements as of and for the three mpetiod ended March 31, 2007, as restated, in tioispectus.

98




The following tables set forth informaticegarding our combined results of operations ferytkars ended December 31, 2004, 2005 and
2006 and for the six months ended June 30, 200260d.

Year Ended December 31
Six Months Ended June 30,

2004 2005 2006
(Restated) (Restated) (Restated) 2006 2007
($ in thousands) ($ in thousands)
Revenues
Fee income $ 183,46: $ 232,94 $ 410,32¢ $ 155,087 $ 115,38
Expenses
Employee compensation a
benefits 69,95¢ 79,64 131,66° 39,72: 50,58:
Occupancy and related charg 10,68¢ 13,53¢ 19,29¢ 11,01¢( 9,90¢
General, administrative at
other 36,93 54,33¢t 78,154 37,08¢ 59,50¢
Fund expense 16,47( 20,77¢ 38,35( 14,55( 35,82
Total expense 134,04! 168,29: 267,46¢ 102,36¢ 155,81°
Investment Income
Net gains from investmel
activities 3,026,39 2,984,50. 3,105,52. 1,709,241 3,147,32
Dividend income 14,61: 729,92t 714,06¢ 250,87¢ 133,16(
Interest incomt 54,06( 27,16¢ 210,87 48,58¢ 133,54¢
Interest expens (5249) (697) (29,549) (8,150 (40,48t¢
Total investment incom 3,094,54. 3,740,89 4,000,92: 2,000,55! 3,373,55.
Income before non-controlling
interests in income of consolidat
entities and income tax 3,143,96! 3,805,55. 4,143,78! 2,053,27I 3,333,11
Non-controlling interests in
income of consolidated entitis 2,358,45: 2,870,03! 3,039,67 1,522,69 2,661,91.
Income before taxe 785,50: 935,51¢ 1,104,10:! 530,57¢ 671,20:
Income taxe: 6,26¢ 2,90( 4,162 1,55¢ 3,80¢
Net income $ 779,237 $ 932,61¢ $ 1,099,94! $ 529,02¢ $ 667,39¢

Assets under management (peri
end) $ 15,147,330 $ 23,350,700 $ 43,873,40 $ 27,624,30 $ 54,443,30

Six Months Ended June 30, 2007 Compared to Six MusEnded June 30, 200
Fee Income

Fee income was $115.4 million for the siamihs ended June 30, 2007, a decrease of $39i@mitlr 25.6%, from the six months ended
June 30, 2006. The decrease was primarily dues&bb million decrease in transaction fees earneuii private equity segment, resulting
from transaction fee-generating investments duttiegfirst six months of 2007 having a combinedIttEnsaction value of $6.0 billion
representing three investments. Our transactiogéeerating investments during the first six morth2006 had a total transaction value of
$45.3 billion representing four investments. The&fof the decrease in transaction fees was offsgart, by a $7.5 million increase in
management fees relating to the formation of thérk®trategic Capital Funds in the fourth quarte2@d6, as well as an increase in incentive
fees of $10.4 million related to the receipt of KFdentive fees beginning late in the second quaift@006 as well as KFN's improved
performance through June 30, 2007. As of June @07 . 2ve had announced eleven pending private etfaitgactions, all of which have since
closed.
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Expense:

Expenses were $155.8 million for the sixathg ended June 30, 2007, an increase of $53.lbmitr 52.2%, from the six months ended
June 30, 2006. The increase was primarily due#®2a4 million increase in general, administratinel ather expenses resulting from the
growth of our business, including the opening af dokyo office and the formation of our private-égloriented permanent capital fund in the
second quarter of 2006, as well as increases fiegsimnal fees and travel and entertainment exgehsaddition, employee compensation and
benefits increased $10.9 million resulting from kikeng of more than 100 employees after June B062and higher incentive compensation
reflecting our improved financial performance. Fugbenses also increased $21.3 million as a refal$12.0 million increase in expenses
incurred in our private equity segment in connettigth the placement of limited partner interestsiéwly formed funds as well as an increase
in transaction related expenses of $10.8 milliat thas attributable to unconsummated transactiaringlthe period. Total transaction related
expenses attributable to unconsummated transactimosinted to $21.0 million and $10.2 million foethix months ended June 30, 2007 and
2006, respectively.

Net Gains from Investment Activiti

Net gains from investment activities weBel$billion for the six months ended June 30, 2@0Vincrease of $1.4 billion, or 84.1%, from
the six months ended June 30, 2006. These gairesapenprised of $0.6 billion of realized gains a@dbdbillion of net changes in unrealized
gains and losses on investments. The increase nvaarpy attributable to unrealized appreciatiorttie value of more than 20 private equity
investments partially offset by a decline in vabidour private equity investments across a var@tindustries within our portfolio. While we
recognized $0.6 billion of realized gains from age of private equity investments, which positnehpacted our cash flow during the six
months ended June 30, 2007, a corresponding ambuntealized gains on those investments had besgnized in prior periods resulting in
no net impact on net gains from investment acésifor the current period from these realizati®hstantially all of our realized gains related
to our private equity investments.

Dividend Income

Dividend income was $133.2 million for thig months ended June 30, 2007, a decrease of Billion, or 46.9%, from the six months
ended June 30, 2006. Our dividends are generaiheddn connection with sales of significant opierat or other restructuring transactions
undertaken by our portfolio companies that resulivailable cash that is distributed to our privegeity funds. During the six months ended
June 30, 2007, we received $109.3 million of dindie from five portfolio companies and an aggregats23.9 million of comparatively
smaller dividends from five portfolio companies.ring the six months ended June 30, 2006, we redei2d2.5 million of dividends from five
portfolio companies and an aggregate of $8.4 milbécomparatively smaller dividends from threetfmio companies.

Interest Income

Interest income was $133.5 million for #xe months ended June 30, 2007, an increase o $&iflion, or 174.9%, from the six months
ended June 30, 2006. The increase primarily refle@61.0 million increase in interest income eduineour credit segment that was
attributable to the formation of the KKR Strate@apital Funds in the fourth quarter of 2006, ad agla $28.2 million increase in interest
earned from cash management activities carrietbypour private equity-oriented permanent capitaldfas a result of its formation in the
second quarter of 2006.

Interest Expens

Interest expense was $40.5 million forghemonths ended June 30, 2007, an increase 08 $3ilion from the six months ended June
2006. The increase was primarily due to the foramatif the KKR Strategic Capital Funds, which uglizadditional leverage to enhance
returns, in the fourth quarter of 2006.
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Nor-Controlling Interests in Income of Consolidatediies

Non-controlling interests in income of colidated entities were $2.7 billion for the six ntlesyended June 30, 2007, an increase of
$1.1 billion, or 74.8%, from the six months endade) 30, 2006. The increase primarily reflects anease in the total investment income that
was allocable to non-controlling interests, whicbrease was driven by the overall changes in thgooents of investment income described
above.

Income before Taxe

Due to the factors described above, incbafere taxes was $671.2 million for the six morghded June 30, 2007, an increase of
$140.6 million, or 26.5%, from the six months endede 30, 2006.

Assets Under Manageme

Assets under management in our privatetggegment were $45.1 billion as of June 30, 2@@7ncrease of $21.2 billion, or 88.7%, fr
June 30, 2006. The increase was due primarily tdaymation of the 2006 Fund, which had receive@.8Dillion of capital commitments fro
fund investors as of June 30, 2007, the formatfathe Asian Fund, which received $4.0 billion optal commitments from fund investors as
of June 30, 2007 and a $4.2 billion net increagbénvalue of the investments of our traditionavae equity funds, which offset $3.6 billion
distributions from those funds comprised of $2IWdwn of realized gain and $0.9 billion of originedst. Assets under management in our credit
segment were $9.4 billion as of June 30, 2007narease of $5.6 billion, or 151%, from June 30,&0he increase was due primarily to
$4.5 billion of additional capital raised by struietd finance vehicles and our formation of the K&fRategic Capital Funds, which raised an
additional $1.2 billion of capital.

Year Ended December 31, 2006 Compared to Year Erdecember 31, 2005
Fee Income

Fee income was $410.3 million for the yeatded December 31, 2006, an increase of $177.ibmibthr 76.1%, from the year ended
December 31, 2005. The increase was primarily d@e$122.8 million increase in the transaction f®ied in our private equity segment,
which resulted from an increase in total complétadsaction value from $31.6 billion for the yeaded December 31, 2005 to $104.3 billion
for the year ended December 31, 2006. Additionatignitoring fees increased $23.7 million in ounvpte equity segment, which was
attributable to monitoring fees received from thaeleitional portfolio companies as well as an iaseein the average monitoring fee paid. Our
fee income was also positively affected by an $8ilflon increase in management and incentive fedewing the formation of the KKR
Strategic Capital Funds in the third quarter of Qs well as a $21.9 million increase in managéeirfems and incentive fees from KFN, which
resulted from its favorable operating performance.

Expense:

Expenses were $267.5 million for the yeatezl December 31, 2006, an increase of $99.2 milbo58.9%, from the year ended
December 31, 2005. The increase was primarily d@e$52.0 million increase in employee compensaiwhbenefits, which was attributable
to an increase in the amount of incentive compémsakid to existing personnel reflecting our faalde financial performance and the hiring
of 112 additional personnel to support the growitbur business segments. General, administratideo#tmer expenses increased $23.8 million,
primarily as a result of our continued geograph@giansion, which included the opening of our To&ffice and a full year of operations for
our Hong Kong office during the year ended Decen®ier2006. Additionally, fund expenses increased &million primarily as a result of an
increase in transaction related expenses that aterileutable to unconsummated transactions dutiegoeriod. Total transaction related
expenses attributable to unconsummated transactimosinted to $28.1 million and $16.0 million foethears ended December 31, 2006 and
2005, respectively.
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Net Gains from Investment Activiti

Net gains from investment activities weBel$billion for the year ended December 31, 2006narease of $121.0 million, or 4.1%, from
the year ended December 31, 2005. These gainsceemgrised of $3.2 billion of realized gains and.${illion of net changes in unrealized
gains and losses on investments. The increase nvaarpy attributable to unrealized appreciatiortte value of 22 private equity investments
across a variety of industries within our portfoNhile we recognized $3.2 billion of realized gafrom the sale of private equity investments
that positively impacted our cash flow during tleayended December 31, 2006 a corresponding ambuntealized gains on those
investments had been recognized in prior periosisltiag in no net impact on income for the curneatiod from these realizations.
Substantially all of our realized gains relate@tw private equity investments.

Dividend Income

Dividend income was $714.1 million for tyear ended December 31, 2006, a decrease of $ilichpor 2.2%, from the year ended
December 31, 2005. During the year ended Decenthed(®6, we received an aggregate of $546 milliotivadends from three portfolio
companies and an aggregate of $168.1 million ofpamatively smaller dividends from five portfolioropanies. During the year ended
December 31, 2005, we received an aggregate of §dliidn of dividends from two portfolio companiesd $251 million of comparatively
smaller dividends from two portfolio companies.

Interest Income

Interest income was $210.9 million for ffear ended December 31, 2006, an increase of $1@Bign from the year ended December
2005. The increase primarily reflects $143.3 millaf interest earned from cash management acBwitieried out by our private equity-
oriented permanent capital fund, which began oeratin May 2006, and to a lesser extent a $25lBomincrease in interest income earned
in our credit segment that was attributable tormndase in the amount of assets under management.

Interest Expens

Interest expense was $29.5 million forykar ended December 31, 2006, compared to lesssthanillion for the year ended
December 31, 2005. The increase was primarily dantincrease in the amount of assets under maregémour credit segment, which
utilized additional leverage to enhance returns.

Nor-Controlling Interests in Income of Consolidatediies

Non-controlling interests in income of colidated entities were $3.0 billion for the yeaded December 31, 2006, an increase of
$169.6 million, or 5.9%, from the year ended Decen81, 2005. The increase primarily reflects amgase in the total investment income that
was allocable to non-controlling interests, whicbrease was driven by the overall changes in thgooents of investment income described
above.

Income before Taxe

Due to the factors described above, incbafere taxes was $1.1 billion for the year endedddeber 31, 2006, an increase of
$168.6 million, or 18.0%, from the year ended Deben81, 2005.

Assets Under Manageme

Our assets under management were $43i@nbés of December 31, 2006, an increase of $20iénh or 87.9%, from December 31,
2005. The increase was due primarily to our foramatf the 2006 Fund, which received $16.1 billidrcapital commitments from fund
investors, and KKR Private Equity Investors, whingd $5.0 billion of permanent capital as of Decendde 2006, and the formation of the
KKR Strategic Capital Funds, which received $018dm of capital commitments from investors.
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Additionally, the total capital of structured firgmvehicles that we manage increased by $1.0milur assets under management were also
positively affected during the period by a $3.2itwl net increase in the value of the investmeffitsuo traditional private equity funds, which
offset $5.3 billion of distributions from those fiscomprised of $4.0 billion of realized gain add3$billion of original cost.

Year Ended December 31, 2005 Compared to Year Erdecember 31, 2004
Fee Income

Fee income was $232.9 million for the yealed December 31, 2005, an increase of $49.5mildir 27.0%, from the year ended
December 31, 2004. The increase was partially d@e$22.5 million increase in the monitoring feasned in our private equity segment,
which resulted from an increase in the monitoriegsf paid by certain portfolio companies duringgégod. Our reported fee income was also
positively affected by an approximately $31.2 roiflincrease in the base management and incenggestgned in our credit segment, which
was due to the formation of KFN during 2004.

Expense:

Expenses were $168.3 million for the yeatezl December 31, 2005, an increase of $34.2 milio 25.5%, from the year ended
December 31, 2004. The increase was partially d@e$®9.7 million increase in employee compensaiiwh benefits, which was attributable to
an increase in the amount of incentive compensatiiah to existing personnel reflecting our favoeatihancial performance and the hiring of
55 additional personnel to support the growth aflmusiness segments. General, administrative dret expenses increased $17.4 million
primarily as a result of our continued geograph@égiansion which included the opening of our Pamid Hong Kong offices during the year
ended December 31, 2005. Additionally, fund expemsereased $4.3 million as a result of an incrém$&nsaction related expenses that were
attributable to unconsummated transactions dutiegeriod. Total transaction related expensedatable to unconsummated transactions
amounted to $16.0 million and $11.0 million for tyears ended December 31, 2005 and 2004, respgctive

Net Gains from Investment Activiti

Net gains from investment activities weB0$billion for the year ended December 31, 2003 @ease of $41.9 million, or 1.4%, from
year ended December 31, 2004. These gains werersatpf $1.6 billion of realized gains and $1.Hidm of net changes in unrealized ga
and losses on investments. The decrease in net fyain investment activities was due partiallytte fact that a significant number of the
investments that we held during the year ended ibbee 31, 2005 had only recently been made andydiocty, were still carried at cost.
While we recognized approximately $1.6 billion eflized gains from the sale of private equity inweshts that positively impacted our cash
flow during the year ended December 31, 2005, eesppnding amount of unrealized gains on thosesinvents had been recognized in prior
periods resulting in no net impact on our incometti@ current period from these realizations. Suit&lly all of our realized gains related to
our private equity investments.

Dividend Income

Dividend income was $729.9 million for thear ended December 31, 2005, an increase of $7iBi@n from $14.6 million for the year
ended December 31, 2004. The increase in the anobditidend income was due to an increase in @inibs received from portfolio
companies in our private equity segment. Duringyther ended December 31, 2005, we received angatgref $479 million of dividends
from two portfolio companies and an aggregate &1aillion of comparatively smaller dividends frdmo portfolio companies. During the
year ended December 31, 2004, we received an aatgref$10.8 million of dividends from one portfokompany and an aggregate
$3.8 million of comparatively smaller dividendsrindwo portfolio companies.
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Interest Income

Interest income was $27.2 million for treay ended December 31, 2005, a decrease of $2fichnor 49.7%, from the year ended
December 31, 2004. The decrease reflects a reduatioterest received from portfolio companie®ur private equity segment that was
attributable to a reduction in bridge financingyd®d by our private equity funds.

Interest Expens
We did not record a significant amountrdérest expense during the years ended Decemb2084,or 2005.
Nor-Controlling Interests in Income of Consolidatedifes

Non-controlling interests in income of colidated entities were $2.9 billion for the yeaded December 31, 2005, an increase of
$511.6 million, or 21.7%, from the year ended Delben81, 2004. The increase primarily reflects amease in the total investment income
allocable to non-controlling interests, which irese was driven by the overall changes in the coemtsrof investment income described
above.

Income before Taxe

Due to the factors described above, incbafere taxes was $935.5 million for the year endedember 31, 2005, an increase of
$150.0 million, or 19.1%, from the year ended Deen81, 2004.

Assets under Manageme

Our assets under management were $23idnbdls of December 31, 2005, an increase of $8i@rhior 54.2%, from December 31, 2004.
The increase was due primarily to our formatiothaf European Fund I, which received $5.7 billidrcapital commitments from fund
investors, and a $3.4 billion increase in the valfithe investments of our traditional private egdiinds, which offset $3.6 billion of
distributions from those funds comprised of $218dwi of realized gain and $1.0 billion of originebst. Our assets under management were
also positively affected during the period by thigial public offering of KFN, which raised $0.8llbpn of additional permanent capital for our
credit segment, and $2.0 billion of capital raibgdstructured finance vehicles that we manage.

Segment Analysis

The following is a discussion of the resuf our two reportable business segments for élaesyended December 31, 2004, 2005 and 200
and the six months ended June 30, 2006 and 2007 sNauld read this discussion in conjunction whth information included under "—Basis
of Financial Presentation—Segment Results" anghtédecessor combined financial statements andedefaites included elsewhere in this
prospectus.
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Private Equity Segmer

The following tables set forth informaticegarding the results of operations and certaindpgrating metrics for our private equity
segment for the years ended December 31, 2004, &@D2006 and the six months ended June 30, 2GDAQOY.

Year Ended December 31,
Six Months Ended June 30

2004 2005 2006
(Restated) (Restated) (Restated) 2006 2007

($ in thousands

($ in thousands)

Fee income $ 178,65¢ $ 196,090 $ 354,32. % 121,637 $ 145,18
Expense: (119,74 (139,099 (214,27) (82,61¢) (132,67:

Fee related earning 58,91¢ 56,99¢ 140,04 39,021 12,50¢
Investment incom 723,70( 861,97¢ 929,51¢ 480,51° 633,33

Income before non-controlling
interests in income of consolidat
entities and income taxi 782,61! 918,97 1,069,56: 519,53¢ 645,84

Non-controlling interests in
income of consolidated entiti — — — — _

Economic net incom $ 782,61 $ 918,97 $ 1,069,56. $ 519,53¢ $ 645,84

Assets under management (peri
end) $ 14,391,30 $ 19,696,60 $ 38,722,700 $ 23,889,500 $ 45,078,30
Private equity dollars investe $ 2,065,60: $ 291342 $ 6,661,69: $ 2,074,700 $ 1,786,601

Six Months Ended June 30, 2007 Compared to Six MenEnded June 30, 200
Fee Income

Fee income in our private equity segmerg $845.2 million for the six months ended June2B0,7, an increase of $23.5 million, or
19.4%, from the six months ended June 30, 2006.ifTdrease was primarily due to an increase in thaagement fees that we earned from
private equity funds of $48.6 million, which regdtfrom the inclusion of management fees from 0@62-und that closed during the second
half of 2006 as well as our private equity-orienp@dmanent capital fund which closed in the seapratter of 2006. The inclusion of these
additional fees was offset by a $26.3 million dasesin transaction fees, resulting from transadgergenerating investments during the first
six months of 2007 having a total completed tratisaalue of $6.0 billion representing three inwesnts. Our transaction fee-generating
investments during the first six months of 2006 hadtal completed transaction value of $45.3dailliepresenting four investments. The
remainder of the overall increase in fees resdtm an increase in monitoring fees resulting fioigher average monitoring fees received.

Expense:

Expenses in our private equity segment \8&R82.7 million for the six months ended June 3M72 an increase of $50.1 million, or 60.!
from the six months ended June 30, 2006. The iserees primarily due to a $14.8 million increasgémeral, administrative and other
expenses resulting from the growth of our busines#iding the opening of our Tokyo office and foemation of our private-equity oriented
permanent capital fund in the second quarter 06288 well as increases in professional fees aveltand entertainment expenses. In addi
employee compensation and benefits increased $dili@n resulting from the hiring of more than 18fployees after June 30, 2006 and
higher incentive compensation reflecting our imm@¥inancial performance. Lastly, fund expensessiased $23.0 million primarily as a re:
of an increase in transaction related expensed@B$nillion that were attributable to unconsummatansactions during the period as well as
a $12.0 million increase in fund-related expenses,
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which resulted primarily from expenses incurre@im private equity segment in connection with ttecement of limited partner interests in
newly formed funds.

Fee Related Earning

Due to the factors described above, festedlearnings in our private equity segment wegSbhillion for the six months ended June 30,
2007, a decrease of $26.5 million, or 67.9%, framgix months ended June 30, 2006.

Investment Incom

Investment income was $633.3 million fog #ix months ended June 30, 2007, an increases@ &million, or 31.8%, from the six
months ended June 30, 2006. Investment income eraprised of $103.1 million of realized gains, $&08illion of net changes in unrealized
gains and losses on investments, and $24.7 milialividends and interest. The increase was duegriiy to the effect of increases in our
allocated share of net gains from investment d@@&irelating to appreciation in the fair valuenodre than 20 private equity investments,
partially offset by a decline in value of four pate equity investments across a variety of indestiithin our portfolio. These gains were of
by a decrease in our allocated share of divideesislting from lower average dividends receivedrty@007. Carried interest represented
$539.6 million and $363.7 million of total investméncome for the six months ended June 30, 20072806, respectively.

Economic Net Incom

Due to the factors described above, economt income in our private equity segment was $548llion for the six months ended
June 30, 2007, an increase of $126.3 million, 084 from the six months ended June 30, 2006.

Assets Under Manageme

Assets under management in our privatetggegment were $45.1 billion as of June 30, 2@@7ncrease of $21.2 billion, or 88.7%, fr
June 30, 2006. The increase was due primarily tdaymation of the 2006 Fund, which had receive@.8Dillion of capital commitments fro
fund investors as of June 30, 2007, the formatfathe Asian Fund, which received $4.0 billion optal commitments from fund investors as
of June 30, 2007, and a $4.2 billion net increadbe value of the investments of our traditiom@gte equity funds, which offset $3.6 billion
of distributions from those funds.

Private Equity Dollars Investe

Private equity dollars invested were $iiligoln for the six months ended June 30, 2007, erelgse of $288.1 million, or 13.9%, from the
six months ended June 30, 2006. The decreasetasflaceduction in the number of the companieswieaaicquired. As of June 30, 2007, our
traditional private equity funds had $20.9 billiohremaining unused capital commitments that céxelatalled for investment in new private
equity commitments.

Year Ended December 31, 2006 Compared to Year Erdecember 31, 2005
Fee Income

Fee income in our private equity segmerg $&64.3 million for the year ended December 3062@n increase of $158.2 million, or
80.7%, from the year ended December 31, 2005. ¢rease was partially due to a $60.0 million insecia transaction fees, which resulted
from an increase in total completed transactioneéitom $31.6 billion for the year ended Decemider2®05 to $104.3 billion for the year
ended December 31, 2006. Our segment fee incomals@positively affected by a $89.7 million incsean the management fees earned-
our private equity funds, which was due to an iasgein the amount of assets under managementimgsudtm the formation of the 2006 Fund
during the year and
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the fact that we received a full year of managenfess from the European Fund I, which closed dytive fourth quarter of 2005.
Expense:

Expenses in our private equity segment \$2del.3 million for the year ended December 31,62@d increase of $75.2 million, or 54.0%,
from the year ended December 31, 2005. The increaseprimarily due to an increase of $47.6 millioremployee compensation and bene
which was attributable to an increase in the amoiiiricentive compensation paid to existing pergbmeflecting our favorable financial
performance, and the hiring of 101 additional pers to support the growth of our private equitgreent and our continued geographical
expansion. Other expense categories collectivelyeased by $27.6 million as a result of the groeftbur business, including the opening of
our Tokyo office and a full year of operations éar Hong Kong office, as well as an increase ingeation related expenses resulting from
unconsummated transactions during the period.

Fee Related Earninc

Due to the factors described above, fesadlearnings in our private equity segment wed®$imillion for the year ended December 31,
2006, an increase of $83.0 million, or 145.7%, fithe year ended December 31, 2005.

Investment Incom

Investment income in our private equityraegt was $929.5 million for the year ended Decer8lie2006, an increase of $67.5 million
7.8%, from the year ended December 31, 2005. Imarstincome was comprised of $743.9 million of il gains, $41.4 million of net
changes in unrealized gains and losses on invetsneerd $144.2 million of dividends and intereste Tncrease was due primarily to the effect
of increases in our allocated share of gains fiovmestment activities relating to appreciation ie fair value of 18 portfolio companies offsel
our allocated share of mark-to-market adjustmentfoceign exchange forward contracts. Carried egerepresented $719.3 million and
$701.2 million of total investment income for theays ended December 31, 2006 and 2005, respectively

Economic Net Incom

Due to the factors described above, econot income in our private equity segment was $illibn for the year ended December 31,
2006, an increase of $150.6 million, or 16.4%, fithe year ended December 31, 2005.

Assets Under Manageme

Assets under management in our privatetggegment were $38.7 billion as of December 3062@n increase of $19.0 billion, or 96.¢
from December 31, 2005. The increase was due pfjntarour formation of the 2006 Fund, which hadewed $16.1 billion of capital
commitments from fund investors as of Decembe2B06, and KKR Private Equity Investors, which pded us with an additional
$5.0 billion of permanent capital as of DecemberZ8D6, and a $3.2 billion net increase in the @afithe investments of our traditional
private equity funds, which offset $5.3 billion distributions of realized gain from those funds.

Private Equity Dollars Investe

Private equity dollars invested were $6llfon for the year ended December 31, 2006, anciase of $3.7 billion, or 128.7%, from the
year ended December 31, 2005. The increase raflacténcrease in the average enterprise valueecddmpanies that we acquired. As
December 31, 2006, our traditional private equityds had $17.6 billion of remaining unused cagitshmitments that could be called for
investment in new private equity commitments, coragdo $7.3 billion of remaining capital commitmgtitat were uncalled as of
December 31, 2005.
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Year Ended December 31, 2005 Compared to Year Erdecember 31, 2004
Fee Income

Fee income in our private equity segmerg $£96.1 million for the year ended December 3052@n increase of $17.4 million, or 9.8%,
from the year ended December 31, 2004. The incneaserimarily due to a $16.2 million increasetia amount of management fees earned
from our private equity funds, which was due tdraamrease in the amount of assets under manageemiiting from the formation of the
European Fund Il during the year.

Expense:

Expenses in our private equity segment 8&89.1 million for the year ended December 3152@d increase of $19.4 million, or 16.2%,
from the year ended December 31, 2004. The incneaserimarily due to an increase in general, athirative and other expenses of
approximately $14.4 million, which was attributalbdethe growth of our business, including the opgrof our Paris and Hong Kong offices as
well as an increase in transaction related experesedting from unconsummated transactions duitiegoeriod.

Fee Related Earninc

Due to the factors described above, fesadlearnings in our private equity segment weieGsillion for the year ended December 31,
2005, a decrease of $1.9 million, or 3.3%, fromytear ended December 31, 2004.

Investment Incom

Investment income in our private equityraegt was $862.0 million for the year ended Decer8tie2005, an increase of $138.3 million,
or 19.1%, from the year ended December 31, 20@stment income was comprised of $383.2 millioneafized gains, $308.5 million of net
changes in unrealized gains and losses on invetsneerd $170.3 million of dividends and intereste Tncrease was primarily due to the effect
of an increase of $157 million in our allocatedrshef dividend income, partially offset by our aléded share of decreases in gains from
investment activities. Carried interest represe®#afl.2 million and $567.2 million of total investnt income for the years ended
December 31, 2005 and 2004, respectively.

Economic Net Incom

Due to the factors described above, economt income in our private equity segment was $®tdllion for the year ended December
2005, an increase of $136.4 million, or 17.4%, fithe year ended December 31, 2004.

Assets Under Manageme

Assets under management in our privatetggegment were $19.7 billion as of December 3052@n increase of $5.3 billion, or 36.9%,
from December 31, 2004. The increase was due phntarour formation of the European Fund II, whigteived $5.5 hillion of capital
commitments from fund investors, and a $3.4 billiocrease in the value of the investments of aadlitional private equity funds, which offset
$3.6 billion of distributions of realized gain frotimose funds.

Private Equity Dollars Investe

Private equity dollars invested were $2lol for the year ended December 31, 2005, aneiase of $0.8 billion, or 41.0%, from the year
ended December 31, 2004. The increase reflect@ttegnse in the average enterprise value of thgpaaias that we acquired. As of
December 31, 2005, our traditional private equityds had $7.3 billion of remaining unused capitahmitments that could be called for
investment in new private equity commitments, coragdo $4.8 billion of remaining capital commitmgtitat were uncalled as of
December 31, 2004.
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Credit Segment

The following tables set forth informaticegarding the results of operations and certaindpgrating metrics for our credit segment for
the years ended December 31, 2004, 2005 and 2@dhearsix months ended June 30, 2006 and 2007.

Year Ended December 31 Six Months Ended June 30
2004 2005 2006 2006 2007
($ in thousands; ($ in thousands
Fee income $ 10,08t $ 44,48: $ 80,72t $ 30,33t % 56,84:
Expense: (4,359 (17,88) (30,859 (11,359 (18,429
Fee related earning 5,72¢ 26,60t 49,87: 18,97¢ 38,41¢
Investment incom — 3,26¢ 10,10: 73¢€ 2,61¢
Income before nc-controlling interests i
income of consolidated entities and
income taxe: 5,72¢ 29,871 59,97 19,71¢ 41,03
Non-controlling interests in income of
consolidated entities(: (2,839 (13,329 (25,429 (8,675 (15,679
Economic net incom $ 2887 $ 16,547 $ 34,54¢ % 11,04: $ 25,35¢

Assets under management (period € $ 754,500 $ 3,614,26. $ 5,140,900 $ 3,734,801 $ 9,365,00!

(1) Non-controlling interests represent the minoritienest that other members of the management confpaoyr credit strategy funds
have in that management company's net income.

Six Months Ended June 30, 2007 Compared to Six MeEnded June 30, 200
Fee Income

Fee income in our credit segment was $66l&n for the six months ended June 30, 2007inarease of $26.5 million, or 87.4%, from
the six months ended June 30, 2006. The increasgsiraarily due to increased management fees &f B@lion resulting from the formation
of the KKR Strategic Capital Funds during the fougtiarter of 2006 and an increase in incentive 6&4.0.4 million resulting from the
earning of KFN incentive fees beginning late in $eeond quarter of 2006 as well as KFN's improwafbpmance through June 30, 2007
compared to the six months ended June 30, 200@nRdcsruptions in the credit markets may adversepact the performance of the credit
strategy funds that we manage, which would reducer@mnagement fees because these fees are basatiam the net asset value of these
funds.

Expense:

Expenses in our credit segment were $18l®mfor the six months ended June 30, 2007, ,remease of $7.1 million, or 62.2%, from the
six months ended June 30, 2006. The increase waalny due to an increase in employee compensatmhbenefits of $4.1 million, which
was attributable to an increase in the amounta#ritive compensation paid to existing personnétethg our favorable financial
performance, and the hiring of eleven additionatpenel to support the growth of our credit segnsamte June 30, 2006. In addition, general,
administrative and other expenses increased $3li®mmiesulting primarily from the formation of tH€KR Strategic Capital Funds during the
fourth quarter of 2006.

Fee Related Earning

Due to the factors described above, festedlearnings in our credit segment were $38.4amifbr the six months ended June 30, 200
increase of $19.4 million, or 102.4%, from the signths ended June 30, 2006.
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Investment Incom

Investment income in our credit segment $&$6 million for the six months ended June 30,722@M increase of $1.9 million from the
six months ended June 30, 2006. The increase weapritaarily to the the appreciation in the fairnabf vested KFN options we receive as
compensation for management services to that fund.

Nor-Controlling Interests in Income of Consolidatedifes

Non-controlling interests in income of colidated entities were $15.7 million for the six mios ended June 30, 2007, an increase of
$7.0 million, or 80.7%, from the six months endadel 30, 2006. The increase primarily reflects andase in segment fee related earnings anc
investment income that were allocable to other meEmbf the management company for our credit glyafiends.

Economic Net Incom

Due to the factors described above, econowt income in our credit segment was $25.4 milfar the six months ended June 30, 2007,
an increase of $14.3 million, or 129.6%, from themsonths ended June 30, 2006.

Assets Under Manageme

Assets under management in our credit sagmere $9.4 billion as of June 30, 2007, an ineeeaf $5.6 billion, or 150.7%, from June 30,
2006. The increase was due primarily to $4.5 billdd additional capital raised by structured finrawehicles and our formation of the KKR
Strategic Capital Funds, which raised an additié@ia2 billion of capital.

Year Ended December 31, 2006 Compared to Year Erdecember 31, 2005
Fee Income

Fee income in our credit segment was $80libn for the year ended December 31, 2006, angase of $36.2 million, or 81.5%, from
year ended December 31, 2005. The increase wasiisirdue to a $10.6 million increase in incentared management fees resulting from
formation of the KKR Strategic Capital Funds durthg year ended December 31, 2006 and increasedtine and management fees earned
from KFN of $25.6 million as a result of its favbta performance during the year.

Expense:

Expenses in our credit segment were $30l®mfor the year ended December 31, 2006, anciase of $13.0 million, or 72.6%, from the
year ended December 31, 2005. The increase waaiisirdue to an increase in employee compensationbanefits of $6.4 million, whic
was attributable to an increase in the amountadritive compensation paid to existing personnétchg our favorable financial
performance, and the hiring of eleven additionaspenel to support the growth of our credit segment

Fee Related Earning

Due to the factors described above, feedlearnings in our credit segment were $49.9amifbr the year ended December 31, 2006, an
increase of $23.3 million, or 87.5%, from the yeaded December 31, 2005.

Investment Incom

Investment income in our credit segment $&& 1 million for the year ended December 31, 2@@6increase of $6.8 million from the
year ended December 31, 2005. The increase wagritnarily to the appreciation in the fair valuewafsted KFN shares we receive
compensation for management services to that fund.
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Economic Net Incom

Due to the factors described above, ecooomi income in our credit segment was $34.5 milfar the year ended December 31, 200t
increase of $18.0 million, or 108.8%, from the yeaded December 31, 2005.

Assets Under Manageme

Assets under management in our credit sagmere $5.1 billion as of December 31, 2006, angase of $1.5 billion, or 42.2%, from
December 31, 2005. The increase was due primarB11t0 billion of additional capital raised by sttured finance vehicles and our formation
of the KKR Strategic Capital Funds, which raisedadditional $0.4 billion of capital.

Year Ended December 31, 2005 Compared to Year Erdecember 31, 2004
Fee Incomg

Fee income in our credit segment was $ddllfon for the year ended December 31, 2005, aneiase of $34.4 million from the year
ended December 31, 2004. The increase was printhréyto increased management fees resulting frod ¢dmmencing significant business
activity during the year ended December 31, 2005.

Expense:

Expenses in our credit segment were $11l®mfor the year ended December 31, 2004, anciase of $13.5 million from the year ended
December 31, 2004. The increase was primarily duecreases in employee compensation and bené&ft000 million, which was
attributable to an increase in the amount of ingentompensation paid to existing personnel refigcbur favorable financial performance and
the hiring of thirty additional personnel to supipiie growth of our credit strategy segment.

Fee Related Earning

Due to the factors described above, feedlearnings in our credit segment were $26.6amifbr the year ended December 31, 2005, an
increase of $20.9 million from the year ended Ddoen1, 2004.

Investment Incom

There was no significant investment incameur credit segment for the years ending DecerBheP004 or the year ended December 31,
2005.

Economic Net Incom

Due to the factors described above, ecoooet income in our credit segment was $16.5 milfar the year ended December 31, 200!
increase of $13.7 million from the year ended Ddoen31, 2004.

Assets Under Manageme

Assets under management in our credit sagmere $3.6 billion as of December 31, 2005, anease of $2.9 billion from December 31,
2004. The increase was due primarily to the infiigblic offering of KFN, which raised $0.8 billiaf additional permanent capital, and
$2.0 billion of additional capital that we raisedstructured finance vehicles.
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Liquidity and Capital Resources
Historical Liquidity and Capital Resource

We require capital to fund investmentswgour business and support our working capital irequents. Historically, we have funded
investments using the capital resources of outiegi®wners, capital committed by our fund investand indebtedness incurred by our credit
strategy funds or our portfolio companies. We galfyehave used the capital resources of our exjstimners and accumulated net income 1
our business activities to fund our working capiegjuirements and to support our new business eowitlg initiatives.

Our combined statements of cash flows uhelthe cash flows of our consolidated funds despédact that we have only a minority
economic interest in those funds. The assets of@usolidated funds, on a gross basis, are sultatdrger than the assets of our business
and, accordingly, have a substantial effect orcttsh flows reflected in our combined statementsash flows. The assets of our consolidated
funds have grown significantly during the periodiected in our combined financial statements duantincrease in the number and size o
funds that we have raised, the amount of capitdlwe have invested and the appreciation in theevaf our funds' investments.

The growth in the assets of our consolididtieds has significantly increased their cash #@and, in turn, has been the primary cause of
the increase in the gross cash flows that areatefiein our combined statements of cash flowsaltigular, the primary cash flow activities of
our consolidated funds involve: (i) raising capftaim fund investors; (ii) using the capital of tuimvestors to make investments; (iii) financ
certain investments with indebtedness; (iv) gemggatash flows through the realization of investtseand (v) distributing cash flows from t
realization of investments to fund investors. Beeaour consolidated funds are treated as investooampanies for accounting purposes, these
cash flow amounts are included in our cash flowsfoperations.

We have managed our historical liquiditgl @apital requirements by focusing on our cash $ltwefore the consolidation of our funds and
the effect of normal changes in assets and ligslitvhich we anticipate will be settled for casthim one year. Our primary cash flow
activities on a deconsolidated basis involve: éhgrating cash flow from operations; (ii) fundirgptal commitments that we make to our
funds as general partners (which amounts are ai@ihwhen we consolidate funds); (iii) generatimgpime from investment activities;

(iv) funding our growth and new business initiaivand (v) distributing cash flow to our ownersridal movements in our short-term assets
and liabilities do not affect our distribution dgicins given our current and historically availatderowing capability.

We use adjusted cash flow from operatiena aupplemental non-GAAP measure to assess aragmanr liquidity and amounts that we
have available for distribution to our owners. Sestribution Policy." Adjusted cash flow from ogions is intended to reflect our actual cash
flows on a deconsolidated basis and is equal to ftag from operations presented in accordance GAP, adjusted to exclude cash flow
relating to: (i) the investment activities of oumnsolidated funds; (ii) the realized and unrealirebme attributable to non-controlling interests
in consolidated funds; and (iii) changes in ourrating assets and liabilities. We believe that sidjd cash flow from operations provides
investors with useful information with respect tsh flows relating to our required capital investtseand our ability to make annual cash
distributions in accordance with our distributiaslipy. However, adjusted cash flow from operatishsuld not be considered in isolation or as
an alternative to cash flow from operations or medbefore taxes presented in accordance with GAAP.
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The following table presents a reconcitiatof our adjusted cash flow from operations tometrcash (used in) provided by operating
activities presented in accordance with GAAP fer pleriods indicated.

Six Months Ended

Year Ended December 31 June 30,
2004 2005 2006
(Restated) (Restated) (Restated) 2006 2007

($ in thousands]

($ in thousands;

Net Cash Provided By (Used In

Operating Activities $ 1,799,76 $ (106,449 $ (5,531,14) $ (4,594,17) $ (1,273,28))
Change in operating assets ¢
liabilities (124,626 10,28( 74,00: (7,65%) (185,054
KKR Funds related investme
activities (1,577,74) 907,29 6,475,17 4,934,341 1,621,401
Net realized gains on investme! 2,932,80: 1,567,31. 3,244,93. 2,003,57! 572,70°

Change in unrealized gains (loss
on investments allocable to non-

controlling interest: 37,18¢ 1,142,48! (143,249 (254,65)) 2,087,21.
Non-controlling interests in inconr

of consolidated entitie (2,358,45) (2,870,03) (3,039,67) (1,522,69) (2,661,91)
Other nor-cash adjustmen 13,89¢ 7,028 16,06: 9,957 18,91t

Adjusted cash flow from
operations $ 722,820 % 657,90t $ 1,096,11t $ 568,70 $ 179,98t

Six Months Ended June 30, 2007 and 20
Net Cash Flow (Used in) Provided by Operating Atidg

Our net cash flow (used in) operating an&s was $(1.3) billion and $(4.6) billion duritige six months ended June 30, 2007 and 2006,
respectively. These amounts primarily includedp(ijchases of investments by our consolidated fumetsof proceeds from sales of
investments, of $(2.5) billion during the six mosigtnded June 30, 2007 (net proceeds from salesedtments were de minimis for the six
months ended June 30, 2006); (ii) net realizedggaminvestments of the consolidated funds of $0lién and $2.0 billion during the
six months ended June 30, 2007 and 2006, resplgctfii change in unrealized gains (losses) oveistments allocable to us and non-
controlling interests of $(2.6) billion and $0.3libih during the six months ended June 30, 20072005, respectively; and (iv) namontrolling
interests in income of consolidated entities of7dt#llion and $1.5 billion during the six monthsden June 30, 2007 and 2006, respectively.
These amounts are reflected as operating actiwitiascordance with investment company accounting.

Net Cash Flow Used in Investing Activit

Our net cash flow used in investing adggtwas $136.7 million and $9.1 million during 8ie months ended June 30, 2007 and 2006,
respectively. Our investing activities primarilynsisted of changes in restricted cash and cashagnts of $127.6 million for the six months
ended June 30, 2007.

Net Cash Flow Provided by (Used in) Financing Atite

Our net cash flow provided by financingites was $1.4 billion and $4.6 billion duringetlsix months ended June 30, 2007 and 2006,
respectively. Our financing activities primarilycinded: (i) contributions made by, net of distribns made to, the investors in our consolid
funds, reflected in our historical combined fina&tatements as non-controlling interests in chaated entities, of
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$0.6 billion and $4.1 billion during the six montlisded June 30, 2007 and 2006, respectively;dtiproceeds of borrowings of our
consolidated funds of $1.1 billion and $1.0 billimm the six months ended June 30, 2007 and 2@8ectively; and (iii) distributions to, net
contributions by, our equity holders of $(234.4)limn and $(458.4) million during the six monthsdexd June 30, 2007 and 2006, respectively.

Years Ended December 31, 2006, 2005 and 2004
Net Cash Flow Provided by (Used in) Operating Atids

Our net cash flow provided by (used in)rapieg activities was $(5.5) billion, $(0.1) bilhcand $1.8 billion during the years ended
December 31, 2006, 2005, and 2004, respectivelgs@lamounts primarily included: (i) purchases wéstments by our consolidated funds,
of proceeds from sales of investments, of $(4.Hiphi $(0.8) billion and $1.6 billion during theegrs ended December 31, 2006, 2005, and
2004, respectively; (ii) net realized gains on siveents of the consolidated funds of $3.2 billih,6 billion and $2.9 hillion during the years
ended December 31, 2006, 2005 and 2004, respsagt{iiglchange in unrealized gains (losses) orestments allocable to KKR Group and
non-controlling interests of $0.1 billion, $(1.4)lion and $(0.1) billion for the years ended Ded®m31, 2006, 2005 and 2004, respectively;
and (iv) non-controlling interests in income of solidated entities of $3.0 billion, $2.9 billion&#®2.4 billion during the years ended
December 31, 2006, 2005 and 2004, respectivelys& heounts are reflected as operating activitiee@ordance with investment company
accounting.

Net Cash Flow Used in Investing Activit

Our net cash flow used in investing acdgtwas $130.1 million, $5.0 million and $2.6 naitli during the years ended December 31, 2006,
2005, and 2004, respectively. Our investing adéisitncluded the purchases of furniture, fixtuegpjipment and leasehold improvements, as
well as changes in restricted cash and cash eguigabf $108.3 million for the year ended Decen#ier2006.

Net Cash Flow Provided by (Used in) Financing Atige

Our net cash flow provided by (used ingfining activities was $5.7 billion, $0.1 billioma$(1.7) billion during the years ended
December 31, 2006, 2005, and 2004, respectively fi@ancing activities primarily included: (i) caittutions made by, net of distributions
made to, the investors in our consolidated funefégcted in our historical combined financial staénts as non-controlling interests in
consolidated entities, of $5.8 billion, $0.3 bitliand $(1.3) billion during the years ended Decami¢ 2006, 2005, and 2004, respectively;
(i) meeting net capital requirements of our coigatkd funds of $699.4 million, $249.4 million, a$d for the years ended December 31, 2
2005 and 2004, respectively; and (iii) distribusdn, net of contributions by, our equity holdef$(796.4) million, $(415.5) million and
$(442.2) million during the years ended December2B06, 2005 and 2004, respectively.

Future Sources of Cash and Liquidity Needs
Liquidity Need:

We expect that our primary liquidity need# consist of cash required to: (i) continue t@gy our asset management business, including
funding capital commitments that we make, as gemparner, to our funds; (ii) finance our new besis initiatives, including any net capital
requirements of our capital markets companieg;f(iiid our cash operating expenses, including satdries and bonuses of employees;

(iv) pay amounts that may become due under ourgeaivable agreement with KKR Holdings; and (v)dudistributions to our unitholders a
holders of Group Partnership units in accordandk aar distribution policy. See "Distribution Pafit We believe that the sources of liquidity
described below will be sufficient to fund our wirly capital requirements for the next 12 months.
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The following table presents our unfundederal partner capital commitments to our privaaity funds as of June 30, 2007:

Unfunded
Private Equity Funds Original Commitment Commitment

($ in thousands’

Millennium Fund $ 150,00 $ 2,767
European Fund | 121,27: 35,13
2006 Func 375,00( 337,90:
Asian Func 100,00( 100,00
Total $ 746,27 $ 475,80:

As described under "Business," the agre¢sgoverning our traditional private equity fundshgrally require the general partners of the
funds to make minimum capital commitments to thedf&) which usually range from 2% to 3% of a fundfal capital commitments at final
closing. Historically these capital contributiorsvie been funded with cash from operations thatratbe would be distributed to our princip:
and by our principals. Following the completiontlui offering, we expect to fund any capital cdmitions that the general partners are
required to make to a fund with future operatingtcliows, and we will be entitled to receive odoehble share of the gain thereon.

In addition to the above capital commitnsemte have entered into an investment agreemehtkidR Private Equity Investors, our
private equity oriented permanent capital fundspant to which we have agreed to periodically aedglirnited partner interests in the fund in
an amount equal to 25% of the pre-tax distributiomghe fund's investments that are allocated tor wair affiliates pursuant to a carried
interest. As a result of the investment agreemeatexpect to periodically acquire newly issued tedipartner interests in the fund from tim
time with a portion of the distributions that weeése from the fund.

The agreements governing our traditionadgte equity funds include clawback provisions tleafuire the general partner of a fund to
repay any excess amounts previously received pem®f its carried interest if, upon liquidatiohtiee fund, the general partner has received
carried interest distributions in excess of the amdo which it is entitled under the governing doents of the relevant fund. As of June 30,
2007, approximately $1.0 billion of carried interpeeviously paid to the general partners of oaditional private equity funds remained
subject to a potential future clawback obligatidlowever, based on the investment performance ofraditional private equity funds as of
June 30, 2007, none of the general partners oéthosls would have had to make any payment unaér dlawback obligation as of such date.
If, as a result of poor performance of later inwetts in the life of one of our traditional privaeguity funds, the fund does not achieve overall
profitability, the general partners of those furdsild potentially be required to make a paymeneursdich a clawback obligation.

At the time of formation of each of ourditéonal private equity funds, our senior princigahcluding Messrs. Kravis and Roberts,
personally guaranteed, on a several basis andctubja cap, the clawback obligation of the genpaatner of the relevant private equity fund.
In connection with the Reorganization Transactiang this offering, we will enter into an agreemwith each of our personnel who has
entered into such a guarantee pursuant to whiclwilvendemnify such person for any liabilities inced with respect to the guarantee. See
"Certain Relationships and Related Party TransastieGuarantee of Contingent Obligations to Fundrieast Indemnification.”

In connection with the Reorganization Temt®ns and this offering, we will enter into arckange agreement with KKR Holdings
pursuant to which KKR Holdings or transferees sfGroup Partnership units may up to four times gaein (subject to the terms of the
exchange agreement) exchange Group Partnership(together with corresponding special voting yrfiiss our common units on a one-for-
one basis, subject to customary conversion ratestrdgnts for splits, unit distributions and redfésstions. We will also enter into a tax
receivable agreement with KKR Holdings or certain
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transferees of its Group Partnership units pursteawhich our intermediate holding company willfeguired to pay 85% of the amount of ¢
savings, if any, in U.S. federal, state and lonabime taxes that it realizes as a result of ineeasthe tax basis of certain of the assets of our
subsidiaries arising from any exchanges of GroumEeship units for our common units. See "CerRdtationships and Related Party
Transactions—Tax Receivable Agreement.” This payrobligation will be an obligation of our subsidies and not of either Group
Partnership. While the actual increase in tax basisamount and timing of any payments under ourdeeivable agreement will vary
depending upon a number of factors, including ifméng of exchanges, the price of our common urtitha time of the exchange, the extent to
which such exchanges are taxable and the amouritraimdj of our taxable income, we expect that assalt of the size of the increases in the
tax basis of the tangible and intangible asseth®fSroup Partnerships, the payments that we magdagred to make could be substantial. We
do not currently anticipate that these paymentkimibact our liquidity needs, as they generallyllvé made only to the extent that our
intermediate holding company actually realizes caslings as a result of exchanges of Group Pahipeusits by our principals. However, our
intermediate holding company's obligations undertttx receivable agreement would be effectivelyekrated upon the occurrence of an early
termination of the tax receivable agreement byioi@rmediate holding company or certain mergersetasales and other forms of business
combinations or other changes of control. In tregetions, our obligations under the tax receigagreement could have a substantial
negative impact on our liquidity.

We intend to make quarterly cash distritmasito our unitholders in amounts that in the ag@teare expected to constitute substantial
of our adjusted cash flow from operations each yreaxcess of amounts determined by our Managimtn®ato be necessary or appropriate to
provide for the conduct of our business, to mak@agriate investments in our business and our futedsomply with applicable law, any of
our debt instruments or other agreements or toigedr future distributions to our unitholders fomy one or more of the ensuing four
guarters. Our distribution policy reflects our lkélihat distributing substantially all of our adjed cash flow from operations will provide
transparency for our unitholders and impose omusestment discipline with respect to the busieesand strategies that we pursue.

Adjusted cash flow from operations is irtted to reflect the actual cash flow attributablescand is equal to cash flow presented in
accordance with GAAP, adjusted to exclude cash fieating to: (i) the investment activities of aonsolidated funds; (i) the realized and
unrealized income attributable to non-controllinterests in consolidated funds; and (iii) changesur operating assets and liabilities. We
expect that our first quarterly distribution wik Ipaid in in respect of gegiod from the completion of this offering
through . Because we wilt kwow what our available adjusted cash flow fropem@tions will be for any year until the end of
such year, we expect that our first three quartgidtributions in respect of any given year wilhgeally be smaller than the final quarterly
distribution in respect of such year.

Sources of Cash

Our initial source of cash will consistthé net proceeds that we receive from this offerBeged on the midpoint of the price range set
forth on the cover page of this prospectus, wenegt that we will receive approximately $ of net proceeds from this offering after
deducting estimated underwriting discounts andriffeexpenses, or $ if the underwritersreise in full their option to purchase
additional common units from us. We will also reeecash from time to time from: (i) our operatirgidties, including management,
transaction and monitoring fees that we earn utttemanagement and other agreements that we atderith our funds and portfolio
companies; (ii) gains on investments that are atkxt to us in respect of our carried interests;(adealized returns that are generated on
investments that are made with capital investedrtgn behalf of the general partners of our fuhds.may also issue additional common units
and other securities to investors with the objectif’increasing our available capital.
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In addition, as a public company, we intemdse leverage to create the most efficient abpitucture for our partnership and our public
unitholders. In furtherance of this objective, wtend to enter into a revolving credit facility tvibone or more financial institutions that we may
draw down from time to time to optimize our cap#&iucture. We may also borrow from other souréés.do not anticipate approaching
significant levels of leverage during the first arewo years following this offering, because vedidéve that the net proceeds that we will
receive from this offering will initially providesuwith the principal source of financing for oursiness. This strategy may change, however,
depending on our liquidity requirements.

Contractual Obligations, Commitments and Contingenies

In the ordinary course of our businessawe our consolidated funds enter into contracturalhgements that may require future cash
payments. The following table sets forth informatielating to the anticipated future cash paym#rdswere associated with those contractual
obligations as of June 30, 2007.

Payments due by Perioc

Type of Contractual Obligations <1 Year 1to 3 Years 3to 5 Years >5 Years Total

($ in millions)

Before Consolidation of Funds:
Capital commitments to traditional private eqt

funds(1) $ 4756 % — 3 — $ — $ 475.¢
Lease obligation 14.¢ 28.€ 24.¢ 48.3 116.7
Total $ 490.7 $ 28¢ $ 24¢ $ 48° $ 592.k
After Consolidation of Funds:

Equity commitments(2 $ 11,227¢ $ — 3 — $ — $ 11,227.¢
Lease obligation 14.¢ 28.€ 24.¢ 48.3 116.7
Debt payment obligations(. 97.t — 350.( — 447k
Total(4) $ 11,340 $ 286 $ 374¢ $ 48: % 11,792.

(1) These capital commitments represent commitmenthdgeneral partners of our traditional privateiggfunds to contribute capital to
fund a portion of the purchase price paid for gaatifolio company investment made by the fund. Beeahese amounts are due on
demand, they have been presented as falling dirrvahe year. However, given the size of our fuedgital commitments and the
rates at which our funds make investments, we éxpatthe capital commitments presented abovebgilkalled over a period of
several years, if not longer. The amounts preseaitede do not, however, include amounts that magrne due to KKR Private Equi
Investors under our investment agreement witheitaoise those amounts will depend on the fund'sneaind are not objectively
determinable. See "—Future Sources of Cash anddifgiNeeds—Liquidity Needs."

(2) These equity commitments represent contractual doments entered into by our private equity fund$uted a portion of the purcha
price of unconsummated portfolio company investme@ur funds pay amounts due with respect to tbesenitments using capital
contributed by fund investors and capital provitdgdis and, in the case of our larger transactiwith,amounts funded by third-party
co-investors or financial intermediaries to whoioation of the equity commitment is syndicated. \ilee and when the transactions
regarding which we have entered into commitmentishegiconsummated depends on a number of factonse or all of which may be
outside of our control, and we cannot assure yatiahy of these commitments will be funded. Assultethe equity commitments
presented above do not necessarily reflect ourduamtual future cash outflows.

3) Debt payment obligations include interest to bel maier the maturity of the related debt obligatiwhjch has been calculated assuming
no prepayments are made and the debt is helditsriihal

117




maturity date. Future interest rates have beenlzatd using rates in effect as of June 30, 20@Tuding both variable and fixed rates
provided for by the relevant debt agreements.

4 Our contractual obligations table does not givedfto the potential obligations described in theagraphs belov

In the normal course of business, we afgerdnto contractual arrangements that contaiareety of representations and warranties and
that include general indemnification obligationsir@aximum exposure under these arrangements rsownkdue to the fact that the exposure
would relate to claims that may be made againgt tige future. Accordingly, no amounts have beetuigied in our combined financial
statements as of June 30, 2007 relating to indecatiin obligations.

The instruments governing our traditiondgte equity funds include clawback provisionstttejuire the general partner of a fund to
repay any excess amounts previously received perof its carried interest if, upon liquidatiofitioe fund, the general partner has received
carried interest distributions in excess of the amt@o which it is entitled under the governing doents of the relevant fund. As of June 30,
2007, $1.0 billion of carried interest previoushigto the general partners of our traditional @iévequity funds remained subject to a potential
future clawback obligation. Based on the investnpenformance of our traditional private equity feras of June 30, 2007, none of the general
partners of those funds had a clawback obligat®aofauch date. Accordingly, no provisions, resgrweother amounts have been included in
our combined financial statements as of June 307 26lating to clawback obligations.

Off Balance Sheet Arrangements

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

Critical Accounting Policies

The preparation of our financial statemémtaccordance with GAAP requires our managemenidke estimates and judgments that
affect the reported amounts of assets and liaslitilisclosure of contingent assets and liabijites reported amounts of revenues, income anc
expense. Our management bases these estimatasigntents on available information, historical exgeee and other assumptions that we
believe are reasonable under the circumstanceseTstimates, judgments and assumptions, howeeeanftan subjective and may be
impacted negatively based on changing circumstamicelsanges in our analyses. If actual amountsiléireately different from those
estimated, judged or assumed, revisions are indlirdeur combined financial statements for the guih which the actual amounts become
known. We believe the following critical accountipglicies could potentially produce materially @ifént results if we were to change
underlying estimates, judgments or assumptiongselsee the notes to the predecessor combinedifihatatements included elsewhere in
this prospectus for further detail regarding outical accounting policies.

Fair Value of Investments

Our consolidated funds are treated as tinvest companies under the AICPA Audit and AccountBuide, "Investment Companies," for
the purposes of GAAP and, as a result, reflect theestments on our predecessor combined statesfiéinfancial condition at fair value, with
unrealized gains or losses resulting from changéaii value reflected as a component of investnraume in our predecessor combined
statements of income. We have retained the speeibiccounting of the our consolidated funds puntsieaEITF Issue No. 85-12, Retention of
Specialized Accounting for Investments in Consdlata

When determining fair values of investmemts use the last reported market price as oftdterment of financial condition date for
investments that have readily observable markeeprilf no sales

118




occurred on such day, we use the "bid" price atlbge of business on that date and, if sold stiwet,asked" price at the close of business on
that date day. Forward contracts are valued basedaoket rates or prices obtained from recogniieghtial data service providers. When an
investment does not have a readily available markeg, the fair value of the investment represéimisvalue, as determined by us in good
faith, at which the investment could be sold ircagherly disposition over a reasonable period oktimetween willing parties other than in a
forced or liquidation sale.

There is no single standard for determiri@gvalue in good faith and in many cases falugds best expressed as a range of fair values
from which a single estimate may be derived. Wheaking fair value determinations, we typically usmarket multiples approach that
considers a specified observable financial mea@uweh as EBITDA) or a discounted cash flow or lgtion analysis. We also consider a re
of additional factors that we deem relevant, inglgdhe price at which the investment was acquitleel nature of the investment (such as
whether it is a controlling interest), local markenditions, market prices for comparable secwritied financing transactions and models that
consider the current and expected operating pedioce and cash flows of the company in which thestment was made. Fair values of
investments that do not have readily observabl&ketarices are based on the best information aaila light of the circumstances and may
incorporate or involve significant assumptionsuaigments by management.

Approximately 32%, or $7.6 billion, and 2786 $5.1 billion, of the value of the investmemt®ur consolidated private equity funds were
valued using quoted market prices, which have eetladjusted, as of June 30, 2007 and Decemb2088, respectively.

Approximately 68%, or $16.5 billion, and¥s3or $14.2 billion, of the value of the investrreeit our consolidated private equity funds
were valued in the absence of readily observabi&en@rices as of June 30, 2007 and December 316,28spectively. The majority of these
investments were valued using internal models gighificant unobservable market parameters andietarminations of the fair values of
these investments may differ materially from thluea that would have resulted if readily observabéeket prices had existed. Additional
external factors may cause those values, and thesaf investments for which readily observableletprices exist, to increase or decrease
over time, which may create volatility in our eargé and the amounts of assets and partners' ctiggitale report from time to time.

Changes in the fair value of the investraerfitour consolidated private equity funds may iotpmaur results of operations as follows:

. The management fees that we are paid by our preguéy-oriented permanent capital fund are based on thegjnate ne
asset value of the fund, which in turn is impadigdhe fair values of its investments. A changthimfair values of the fund's
investments during a reporting period would afteet amount of management fees that are payabtenfiolly the completion of
the reporting period, but would not have an immediapact on our results. We estimate that an imiated 0% decrease in the
fair value of the fund's private equity investmestsof June 30, 2007 would decrease the managédeeetitat is payable by the
fund by approximately $3.4 million. The managenfees paid by our traditional private equity funds ealculated based on t
amount of capital committed to, or invested by, filmeds and are not directly affected by changehérfair value of the funds'
investments.

. The net gains from investment activities of ouraté equity funds are directly affected by charigehke fair values of the func
investments as described under "—Key Financial Mess—Investment Income—Net Gains from Investmeriivi{ies." Based
on the investments of our private equity fundsfatuoe 30, 2007, we estimate that an immediate d@&tease in the fair value
of the funds' investments generally would resulada®% immediate change in net gains from the fundsstment activities
(including carried interest), regardless of whetherinvestment was valued using observable mariets or internal models
with significant unobservable market
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parameters. However, we estimate the impact tieatdhsequential decrease in investment income weaud on our reported
amounts of income before taxes and net income whellsignificantly less than the amount presented@fgiven that a
substantial majority of the change in fair valuewdobe absorbed by fund investors who hold non+ediittg interests in the
funds.

An aggregate of 26 of the private equityeistments that we valued as of the valuation daf@ésenting approximately $16.5 billion, or
68%, of the total unrealized value of all privatpigy investments valued as of the valuation ddig)not have a readily available market and
were valued using fair value pricing. Our calcuas of the fair values of private equity investnsemere reviewed by Duff & Phelps, LLC, an
independent valuation firm, who provided third-paraluation assistance to us, which consisted déielimited procedures that we identified
and requested it to perform. Upon completion ohdinited procedures, Duff & Phelps, LLC concludedt the fair value, as determined by
us, of those investments subjected to their limtemtedures did not appear to be unreasonablelimited procedures did not involve an au
review, compilation or any other form of examinatior attestation under generally accepted audgfagdards. The general partners of our
funds are responsible for determining the fair gadfiinvestments in good faith, and the limitedgedures performed by Duff & Phelps, LLC
are supplementary to the inquiries and procedinasthe general partner of each fund is requirathttertake to determine the fair value of the
investments. See "Private Equity Valuations andfeel Data" for a further discussion of our privedgity investment valuations.

Substantially all of the value of the intraents in our consolidated credit strategy fundsewlued using observable market parameters,
which may include quoted market prices, as of Bhe007 and December 31, 2006. Quoted marketgndeen used, are not adjusted.

The management fees that are paid by the Biategic Capital Funds are based on their réigpatet asset values. Accordingly, a 10%
decrease in the fair value of the funds' investsastof June 30, 2007 would have resulted in nenitive fee being earned and a reduction in
management fees for the quarter ended June 30,79 million. KFN's base management and ineerfiees are indirectly impacted by
changes in the fair values of assets, and a deditie fair value of assets that results in a I&¥rease in the shareholder's equity of KFN
would have resulted in a reduction of $0.2 millaomd $6.3 million, respectively, in management amgntive fees for the six months ended
June 30, 2007.

Revenue Recognitio

Fee income consists primarily of transactad monitoring fees that we receive from ourfptid companies and the management and
other fees that we receive directly from our unatidated funds, including both the base managefiemstand the incentive fees that are paid
by our unconsolidated credit strategy funds. THess are based upon the contractual terms of tmagesnent and other agreements that we
enter into with the applicable funds and portf@@npanies. We recognize fee income in the perigohdwvhich the related services are
performed and the amounts have been contractualhed in accordance with the relevant managementher agreements. Incentive fees are
accrued either annually or quarterly, after alltazgencies have been removed, based on perforntarizge versus the performance benchi
stated in the management agreement.

Recognition of Investment Incom

Investment income consists primarily of tineealized and realized gains on investmentsdeid and interest income received from
investments and foreign currency gains as redugedhtealized and realized losses on investmertesgist expense incurred in connection
investment activities and foreign currency losseineestments. Unrealized gains or losses resut thanges in the fair value of our funds'
investments during a period. Upon disposition ofrarestment, previously recognized unrealized gaimesses are reversed and a
corresponding realized gain or loss is recogniretié current period. While this reversal doesimpiact the net amounts of gains that we
recognize from investment activities, it affects thanner in which we classify our gains and lo§seseporting purposes.
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We recognize investment income with respeciur carried interests in investments of ouvate equity funds, the capital invested by or
on behalf of the general partners of our privatgitgcfunds and the non-controlling interests thétd-party fund investors hold in our
consolidated funds. A carried interest entitlesoua percentage of the gain generated on thirdrparital invested by a private equity fund,
subject in the case of our traditional private ggfiuinds to the fund achieving a profit on all ist@ents as a whole. The instruments governing
our traditional private equity funds include clawkarovisions that require the general partner fofral to repay any excess amounts previc
received in respect of its carried interest if, mfiquidation of the fund, the general partner feived carried interest distributions in excess
of the amount to which it is entitled under the giing documents of the fund. This feature operaitds with respect to the investments of an
individual fund and does not provide for nettinggains and losses across funds. As of Decemb&0BB, and June 30, 2007, approximately
$958.9 million and $1.0 billion of carried intergstspectively, previously paid to the general peng of our traditional private equity funds
remained subject to a potential future clawbaclgaliion. However, based on the investment perfooeanf our traditional private equity fur
as of June 30, 2007, none of the general partrfiemmese funds would have had to make any paymesi¢usuch clawback obligation as of such
date.

Because carried interests allocate todis@roportionate share of our private equity fum@shings relative to our capital contributions,
those interests reduce the amount of our fundsirggs that are allocated to fund investors' nort@diimg interests in consolidated funds. We
recognize investment income attributable to a edriiterest in a fund to the extent that the fum/estment returns are positive. When a
carried interest is subject to a clawback provisiee recognize the related investment income basdtie terms of the fund's instruments
assuming that the fund was terminated on thataladethat the fair value of the fund's investmergsenthen realized in full. Given the long
durations during which our private equity fundschimivestments, management believes that this appn@sults in income recognition that t
reflects our performance in any given period astia@ager of our private equity funds.

Due to the consolidation of the majorityonifr funds, the share of our funds' investmentrimedhat is allocable to our carried interests and
capital investments is not shown in our combinedricial statements. Instead, the investment indbatene retain in our net income, after
allocating amounts to non-controlling interestpresents the portion of our investment income ihatlocable to us. Because the substantial
majority of our funds are consolidated and becawsé&old only a minority economic interest in oundis' investments, our share of the
investment income generated by our investmentifieBJs significantly less than the total amouhinvestment income presented in our
predecessor combined financial statements.

Recent Accounting Pronouncements

In December 2004, the Financial Accountitgndards Board issued SFAS No. 123 (R), "SharedBayment” ("SFAS 123 (R)"), which
requires all equity-based payments to employeésg teecognized using a fair value based method.aDualy 1, 2006, we adopted SFAS
No. 123 (R) using the prospective method and teeehere was no impact on prior period amounts. ddoption of SFAS 123 (R) did r
impact our combined financial statements.

In February 2006, the FASB issued SFAS M4, "Accounting for Certain Hybrid Financial Ingtnents," ("SFAS 155"). Key provisions
of SFAS No. 155 include: (1) a broad fair value meament option for certain hybrid financial instents that contain an embedded derivi
that would otherwise require bifurcation; (2) diation that only the simplest separations ofiest payments and principal payments qualify
for the exception afforded to interest-only strsl principal-only strips from derivative accougtinder paragraph 14 of SFAS No. 133,
thereby narrowing such exception; (3) a requirentieeit beneficial interests in securitized finaneissets be analyzed to determine whether
they are freestanding derivatives or whether threyhagbrid instruments that contain embedded devieatrequiring bifurcation; (4) clarificatic
that concentrations of credit risk in the form obsrdination are not
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embedded derivatives; and (5) elimination of thehgsition on a qualifying special purpose entitydiog passive derivative financial
instruments that pertain to beneficial interest Hre or contain a derivative financial instrumémigeneral, these changes will reduce the
operational complexity associated with bifurcatérgbedded derivatives, and increase the numbemefiicéal interests in securitization
transactions, including interest-only strips anidgipal-only strips, required to be accounted for in acaom® with SFAS No. 133. SFAS 15!
effective for all financial instruments acquiressuied or subject to remeasurement after the begjrmiian entity's first fiscal year that begins
after September 15, 2006. The adoption of SFASdi&Hot have a material impact on our combinedrfaia statements.

In June 2006, the FASB issued InterpretalNo. 48, "Accounting for Uncertainty in Income Esx an interpretation of FASB Statement
No. 109" ("FIN 48"). FIN 48 requires companies éaagnize the tax benefits of uncertain tax positionly where the position is "more like
than not" to be sustained assuming examinatiombtthorities. The tax benefit recognized is #igést amount of benefit that is greater than
50 percent likely of being realized upon ultimaggtlement. FIN 48 is effective for fiscal years lmegng after December 15, 2006. The
adoption of FIN 48 did not have a material impatioor combined financial statements.

In September 2006, the FASB issued SFASING, "Fair Value Measurements” ("SFAS 157"). SHAS defines fair value, establishes a
framework for measuring fair value, and expandsldgires about fair value measurements. SFAS 1pifesafio reporting periods beginning
after November 15, 2007. We are currently asseshmgmpact of adopting SFAS 157 on the combinedrftial statements.

In February 2007, the FASB issued SFASM®, "The Fair Value Option for Financial Assetsl &mnancial Liabilities” ("SFAS 159").
SFAS 159 permits entities to choose to measure Hiaagcial instruments and certain other itemsaatvalue, with changes in fair value
recognized in earnings. SFAS 159 applies to repgpieriods beginning after November 15, 2007. Véecarrently assessing the impact of
adopting SFAS 159 on the combined financial stateme

In June 2007, the AICPA issued Statemeftagition No. 07-1, "Clarification of the Scopetlbé Audit and Accounting Guide Investment
Companies and Accounting by Parent Companies andyBdethod Investors for Investments in Investm€ontmpanies” ("SOP 07-1"), for
issuance. SOP 07-1 addresses whether the accopnitieiples of the AICPA Audit and Accounting Guitilerzestment Companies may be
applied to an entity by clarifying the definitiofi@n investment company and whether those accayptinciples may be retained by a parent
company in consolidation or by an investor in thpleation of the equity method of accounting. Gailg, in order for an entity to retain
investment company accounting for a subsidiarygoiitg method investee: (i) the subsidiary or equitgthod investee should meet the
definition of an investment company pursuant toghelance in SOP 07-1; (ii) the entity should fallestablished policies that effectively
distinguish the nature and type of investments nigdihe investment company from the nature and ofpevestments made by other entities
within the consolidated group that are not investre®mpanies; and (iii) the entity (through thedatment company), should be investing for
current income, capital appreciation, or both, eathan for strategic operating purposes. On OctdBe2007, the FASB voted to defer
indefinitely the adoption date of SOP 07-1.

Qualitative and Quantitative Disclosures About Market Risk

Our exposure to market risks primarily tetato our role as general partner or manager rofumas and sensitivities to movements in the
fair value of their investments, including the efféhat those movements have on the managemenarieesarried interests that we receive.
fair value of our funds' investments may fluctuiateesponse to changes in the value of securftiesign currency exchange rates and interest
rates.
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Although our funds share many common themesgenerally maintain separate investment atkdmgnagement processes for monito
and managing market risks in our private equity emedlit segments. In particular:

. The investment process for our private equity fungslves a detailed analysis of potential acqigisg and industry-specific
investment teams are assigned to oversee the mperatrategic development, financing and capliéglloyment decisions of ¢
funds' portfolio companies. Investment decisiorssarbject to approval by our equity investment catbea, which consists of a
group of our senior principals, and portfolio compénvestments are monitored by our portfolio mammagnt committee, which
consists of a group of our senior principals anda@eadvisors.

. Our approach to making debt investments focuseseating investment portfolios that generate atitradeveraged risk-
adjusted returns on invested capital, allocatimgtahacross multiple asset classes, selecting-ighity investments that may
made at attractive prices, applying rigorous stestslaf due diligence when making investment denisisubjecting investmer
to regular monitoring and oversight and making boyg sell decisions based on price targets andvehalue parameters. We
employ both "top-down" and "bottom-up" analyses wheaking debt investments. Our top-down analysislires a macro
analysis of relative asset valuations, ldags industry trends, business cycles, interesteapectations, credit fundamentals
technical factors to target specific industry sectind asset classes in which to invest. Our bettpranalysis includes a rigorc
analysis of the credit fundamentals and capitakstire of each credit considered for investmentatitbrough review of the
impact of credit and industry trends and dynamias dislocations events on such potential investment

Market Risk

Our consolidated funds hold investments éina reported at fair value. Net changes in tivevdue of investments impact the net gains
from investments in our combined statements ofrimeoBased on the investments of our funds as & 30n2007, we estimate that a 10%
decrease in the fair value of our funds' investmerduld result in a corresponding reduction in Btagent income. However, we estimate the
impact that the consequent decrease in investmeoirie would have on our reported amounts of incbefiere taxes and net income would be
significantly less than the amount presented abgiven that a substantial majority of the chang&invalue would be absorbed by fund
investors who hold non-controlling interests in éwrds.

Our base management fees are calculated lmasthe amount of capital committed or invested fund or the NAV of a fund's
investments, as described under "Business—Privguigy=—Traditional Private Equity Funds." In the ead our credit strategy funds, our
incentive fees are calculated based on the perfucenaf a fund's investments, which in the casenefaf our credit strategy funds is calculated
based on the appreciation in the NAV of the fuim/g@stments. To the extent that base managemether amounts are calculated based on
the NAV of the fund's investments, the amount efkféhat we may charge will be increased or decdeasdirect proportion to the effect of
changes in the fair value of the fund's investmeFite proportion of our management and other ansotinatt are based on NAV depends on the
number and type of funds in existence. For a dsonsf the impact of market risks on our fair \v&ahf investments, see "—Ciritical
Accounting Policies—Fair Value of Investments.”

Exchange Rate Risl

Our private equity funds make investmertsiftime to time in currencies other than thoseliich their capital commitments are
denominated. Those investments expose us and ndriruestors to the risk that the value of the streents will be affected by changes in
exchange rates between the currency in which thigad@ommitments are denominated and the curréneshich the investments are made.
Our policy is to minimize these risks by employmegdging techniques, including using foreign excleatgntracts to reduce exposure to future
changes in exchange rates when our funds haveté@d/asneaningful amount of capital in currencidgothan the currencies in which their
capital commitments are denominated.
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Because most of the capital commitmentsutofunds are denominated in U.S. dollars, our prinexposure to exchange rate risk relates
to movements in the value of exchange rates bettfeeb.S. dollar and other currencies in whichiouestments are denominated (primarily
euro and Australian dollars). We estimate thahauieaneous parallel movement by 10% in the exchaatgs between the U.S. dollar and a
the foreign currencies in which our funds' investisavere denominated as of June 30, 2007 wouldtiesuet gains or losses from investment
activities of our funds of $553 million. Howeverewestimate that the effect on our income beforesand our net income from such a change
would be significantly less than the amount presgtbove, because a substantial majority of the @alioss would be absorbed by fund
investors who hold non-controlling interests in éwmds.

Interest Rate Risl

Interest rate risk is defined as the seuitgitof our current and future earnings to inténege volatility, variability of spread relationipls,
and the effect that interest rates may have orcasin flows. Our credit strategy funds and our peiejuity-oriented permanent capital fund
have outstanding indebtedness that accrues inggreatiable rates. As a result, changes in inteatss affect the amount of interest payments
that those funds are required to make, which mgaththe earnings and cash flows of those fundseder, we estimate the effect on our
income before taxes and our net income from sudh@ease would be substantially allocated to fumestors in proportion to their non-
controlling interests in the funds.

In addition, our credit strategy funds and private equity-oriented permanent capital fumake investments in floating rate investments
that are primarily financed with variable rate lmavings. Interest rates on our floating rate investta and our variable rate borrowings do not
reset on the same day or with the same frequentyasna result, we are exposed to basis risk wihect to index reset frequency. Our floa
rate investments may reprice on indices that dferdint than the indices that are used to pricevad@able rate borrowings and, as a result, we
are exposed to basis risk with respect to reprigidices.

We manage interest rate risk and makedstenate decisions by evaluating our projectediegsrunder selected interest rate scenarios.
During periods of increasing interest rates we teenglurchase floating rate investments. We managénterest rate risk using various
techniques ranging from the purchase of floatirig ravestments to the use of interest rate devigatiWe generally fund our floating rate
investments with variable rate borrowings with $éminterest rate reset frequencies. We also maynisrest rate derivatives to hedge the
variability of cash flows associated with existimigforecasted variable rate borrowings.

Credit Risk

Certain of our funds enter into derivatinstruments that subject us to the risk that thenterparties may be unable to meet their
obligations under those agreements. We seek tanizaiour risk exposure by limiting the countergestivith which we enter into contracts to
highly rated major financial institutions with strg credit ratings.

124




PRIVATE EQUITY VALUATIONS AND RELATED DATA

This prospectus presents valuation ande@ldata, such as net and gross IRRs and multpiesested capital, relating to our traditional
private equity funds. Unless otherwise indicated; tlata is presented as of June 30, 2007, whictefge to as the valuation date, and has been
prepared using the methodologies described belasE keep this in mind as you read this prospectus

Realized Values

We calculated the aggregate realized vafetraditional fund's portfolio investments as tiistorical amount of the net cash and other
marketable securities actually received by the finooh all of the investments made from the datéheffund's formation through the valuation
date. Such amounts do not give effect to the dilocaf any realized returns to the fund's genpeatner or manager pursuant to a carried
interest, or the payment of any applicable manageéfiees to the fund's manager. Where the valua afvaestment was only partially realized,
we classified the actual cash and other consideragiceived by the fund as realized value and ifleddhe balance of the value of the
investment as unrealized value, which is valuedgitie methodology described below under "—UnredliZalues."

Unrealized Values
Methodology

We calculated the aggregate unrealizedevafwa traditional private equity fund's investngeby adding together the individual unrealized
values of the fund's investments.

When determining fair values of investments use the last reported market price as oftttersent of financial condition date for
investments that have readily observable markeeprilf no sales occurred on such day, we usebidé frice at the close of business on that
date and, if sold short, the "asked" price at tbeecof business on that date day. Forward costexet valued based on market rates or prices
obtained from recognized financial data servicevigiers. When an investment does not have a readdjlable market price, the fair value of
the investment represents the value, as deternbyed in good faith, at which the investment cdudsold in an orderly disposition over a
reasonable period of time between willing partigeothan in a forced or liquidation sale.

There is no single standard for determiriaigvalue in good faith and in many cases falugds best expressed as a range of fair values
from which a single estimate may be derived. Wheaking fair value determinations, we typically usmarket multiples approach that
considers a specified financial measure (such a3EM8) or a discounted cash flow or liquidation ayst. We also consider a range of
additional factors that we deem relevant, includimg price at which the investment was acquiregl nédture of the investment (such as whether
it is a controlling interest), local market condits, market prices for comparable securities amahfiing transactions and models that consider
the current and expected operating performanceasid flows of the company in which the investmeaswade. Fair values of investments
that do not have readily available market pricestased on the best information available in laftthe circumstances and may incorporate or
involve significant assumptions or judgments by agement. Because we valued our investments anef3ly 2007, subsequent events that
may have a material impact on those valuationsmareeflected.

Independent Valuation Firrr

An aggregate of 26 of the private equityeistments that we valued as of the valuation daf@ésenting approximately $16.5 billion, or
68%, of the total unrealized value of all privatpigy investments valued as of the valuation ddig)not have a readily available market and
were valued using fair value pricing. Our calcuas of the fair values of private equity investnsemere reviewed by Duff & Phelps, LLC, an
independent valuation firm, who provided third-paraluation assistance to us, which consisted déicelimited procedures that we identified
and requested it to perform. Upon completion ohdinited procedures, Duff & Phelps, LLC concludedt the fair value, as determined by
us, of those investments subjected to their limitestedures did not appear to be unreasonablelifftted
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procedures did not involve an audit, review, coatpih or any other form of examination or attestatinder generally accepted auditing
standards. The general partners of our funds aporsible for determining the fair value of thedatments in good faith, and the limited
procedures performed by Duff & Phelps, LLC are depntary to the inquiries and procedures thag#reral partner of each fund is requi
to undertake to determine the fair value of theestments.

IRRs

IRRs measure the aggregate annual compduetierns generated by a fund's investments ofietding period. We calculated net IRRs
after giving effect to the allocation of realizeadaunrealized returns on a fund's investmentsddithd's general partner pursuant to a carried
interest and the payment of any applicable managefees. These amounts measure returns based amemntbat, if distributed, would be
paid to fund investors. We calculated gross IRRereegiving effect to the allocation of realizeddaimrealized returns on a fund's investments
to the fund's general partner or manager purswaatarried interest and the payment of any appkcamanagement fees. These amounts
measure the returns on the fund's investmentsvdmke without regard to whether all of the retuwwuld, if distributed, be payable to fund
investors. In all cases, we computed IRRs using vghknown as a "dollar-weighted" IRR, which taket® account the timing of cash flows
and amounts invested at any given time, and werdéated realized and unrealized returns using théhoamlogies described above.

Multiples of Invested Capital

The multiples of invested capital measteedaggregate returns generated by a fund's invasdrireabsolute terms. We calculated each
multiple of invested capital by adding together bl realized and unrealized values of a fund/estments and dividing by the total amount
of capital invested by the fund. Such amounts dgihe effect to the allocation of any realized amdealized returns on a fund's investments
to the fund's general partner or manager pursowaatarried interest or the payment of any applecatanagement fees. In all cases, we
determined the realized and unrealized valuesfohd's investments using the methodologies desti@heve.

Bridge Financing Provided by Private Equity Funds

In certain instances, our traditional ptésaquity funds may call capital to provide tempgmar "bridge” financing to a portfolio company
in connection with a portfolio company investmérttis financing, which may be in the form of debteqguity, is designated as bridge financ
prior to the time that the investment is made ridfigpe financing that is extended by a private ggfuind is not repaid within eighteen months
from the date the financing was extended, the leridgancing is considered to be permanent finanaimgjis included in the amount of the
fund's portfolio company investment. If the bridgencing is repaid within eighteen months from tlae the financing was extended, the
repayment is considered a repayment of principdlaary additional amounts received are treatedtaseist income from the portfolio compa
For the purposes of calculating the private equatiyiation and related information presented in hspectus, including invested amounts,
IRRs and multiples of invested capital, we disrddaoth the principal amount of any bridge financargl related interest income if and to the
extent that the bridge financing is repaid withéhrionths from the date it was extended.

Calculation of Dollar Weighted Average Holding Perods

We measure the length of time during widah funds hold portfolio investments on a dollaigited basis. We calculated the dollar
weighted average holding period for a fund's ptidfimvestments by dividing (i) the holding periofleach of the fund's investments multipl
by the cost basis of such investment by (ii) thgragate cost basis of all of the fund's investmeftsinvestment's holding period is equal to
the period of time between the date on which testment was made and the date on which the anmowedted was realized or, if the
investment was held as of the valuation date, #teation date. The cost basis of an investmenjusieto the amount of capital invested by the
fund. Where the value of an investment was onlyigr realized as of the valuation date, we coaggd the holding periods and cost bases of
the realized and unrealized portions of the investinseparately for the purposes of the calculation.
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INDUSTRY
Overview

Asset management is the professional maneageof investments by third-party portfolio managen behalf of investors. Asset managers
earn a contracted fee by employing various stratefi meet the investment goals of their invesitinese strategies are generally consider:
be either "traditional” or "alternative." Traditiahasset management generally involves the usguifye debt and/or derivative securities while
alternative asset management utilizes a varietgvafstment strategies. The asset management igchasgrgrown significantly over the past
years, with the total value of assets under managéemorldwide estimated at greater than $50 triliio 2006. This growth has been driven
aging populations in both developed and emergingets around the world which have increased théspmiosavings and particularly pension
assets. Alternative asset management strategieshesn the fastest-growing sector of the industiymeestors have sought to diversify their
investment portfolios, and alternative asset marsalgave often delivered superior returns when coethto traditional asset managers.

Traditional asset managers manage porffafcecurities by investing through investment pames registered under the Investment
Company Act (e.g., mutual funds and exchange tréuleds) or through separate unregistered accouatgged on behalf of individuals or
institutions. Investment objectives generally im#uotal return, capital appreciation, current mecand/or replicating the performance of a
particular index. Investors in these funds gengtadive unrestricted access to their funds eithreutth market transactions (in the case of
closed-end mutual funds and exchange traded furdeyough withdrawals (in the case of open-endualuiunds and separately managed
accounts). Traditional asset managers are gene@ifyensated on a monthly or quarterly basis wiéis that are calculated as a percentage of
assets under management. Managers of such postfolibe United States are typically registeredhlie SEC under the Investment Advisers
Act.

Alternative asset managers utilize a varidtinvestment strategies to deliver investmemfgrenance on an absolute return basis within
certain predefined risk parameters and investmeidietjines. These investment returns tend to hdeever correlation to the broader market
than traditional asset management strategies.rfdtime asset managers include private equity fureds estate funds, venture capital funds,
hedge funds, funds of funds (i.e., funds that iniregnvestment funds), and mezzanine and strudtdebt funds. Many alternative asset
vehicles, particularly private equity funds, reguinvestors to fund committed capital over the stneent period of the vehicle and limit
investors' access to invested capital until sutie tas investments yield returns or are realizedrlfall alternative asset management fee
arrangements include a significant performance aoapt. Generally, depending upon, among other #hitige composition of the investor
base and the nature of investment activities, r@tére asset vehicles may not be required to regés investment companies under the
Investment Company Act, and managers of such forasnot be required to register with the SEC unidednvestment Advisers Act.

A further discussion of private equity fendtructured debt funds and hedge funds is st halow.
Alternative Asset Management
Private Equity Funds

Private equity funds are managed poolspftal that invest principally in non-public, nontaely traded common equity, preferred stock,
or mezzanine or distressed debt securities. Imicecases, private equity funds engage in the aitioui and delisting of public companies or
invest in publicly listed companies. Private eqdiitgyd managers often seek to exploit dislocationshé market where other investors do not
recognize the value of, or may lack the requiregkeetise to generate additional value from, a certampany or security. These investments
may include significant changes to a company'stabgiructure through the use of borrowed capitalrategy referred to as a "leveraged
buyout.”
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Private equity funds are generally fixeektl vehicles, with provisions to extend their temaer certain circumstances, and are generally
organized as unregistered limited partnershipstdd liability companies. The business, affainsl énvestment decisions of private equity
firms are usually controlled by a general partiidie fund obtains capital commitments from certaialified investors that are high net-worth
individuals or institutions who thereafter beconassive limited partners in the fund partnershipsiéth time as the general partner identifies
an appropriate investment opportunity, it is eatitto call the capital on an "as needed" basiso@jly over the first three to six years of the
fund's term) from its investors, and this capisatéturned through distributions upon realizatiohthe underlying investments (typically within
five to eight years). General partners are typyoatimpensated with a combination of management(feesed on committed or contributed
capital), transaction and monitoring fees (paigbytfolio companies for advisory and other servieslered) and carried interest (based o
net profits generated by the fund). Private eqfuibhd managers typically commit a portion of theirrocapital to the funds they manage.

Private equity fund-raising has experiensigdificant growth over the last several yearachéng record levels in 2006. According to
DowJonesthere has been more than $400 billion of capitakrhin the United States since the beginning 622@nd according to ttreussell
Investment Grou, allocations to private equity funds are fore¢aseach record levels in all markets in 2007. Ghevth of private equity
funds can be observed in how private equity spelesbdeals become a much more significant portfooverall mergers and acquisitions
("M&A") volume. Sponsor-led deals represented ntbisn 25% of the global M&A volume in 2006, up fr&®o in 1999.

U.S. Corporate Private Equity Funds Raisec Private Equity Global M&A Volume and Percentage of
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Note: Compound Annual Growth Rate, or "CAGR gresents the annual rate of growth over a perisgljraing growth at a steady re
Returns for Private Equit

Private equity fund managers have, on aeraistorically outperformed the broader stockdad over the past 20 years. High risk-
adjusted returns are the driving attraction of gévequity and provide incentive in the face ofitliguidity and administrative complexity
associated with the asset class.
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Private Equity and Public Market Returns
As of December 31, 2006

Private Equity 1vYr 3Yr 5Yr 10Yr  20Yr
U.S. Buyout: 24.(% 14.1% 10.2% 8.5% 12.2%
European Buyout 29.€ 15.: 8.2 14.: 14.¢
Public Equity
NASDAQ 95% 6.4% 4.4% 6.5% 10.2%
S&P 500 Inde: 13.7 8.5 4.2 6.7 9.2
Note: Past performance is not indicative of future kssBuyouts represent returns from private equity

funds that tend to acquire companies with estabdisharkets and current revenue stre:
Source: FromThomson FinanciezandBloomberg; includesThomson Financial U.S. Buyotand

Mezzanine Inde, Thomson Financial European BuyouatsdMezzanine IndexNASDAQand

S&P 500 Indes.

Structured Debt Funds

Structured debt funds are investment vebiblacked by a diversified pool of fixed incomesgsshat may include senior secured loans,
high-yield notes, investment grade bonds, mezzasecarities and other debt and credit-linked séesriThese funds take a variety of forms
and often target specific assets classes, sucordslips of primarily non-investment grade senboedit facilities or portfolios of investment
grade and high-yield bonds to create a new seked fincome securities. These funds finance thaiclpases of debt securities through
issuances of multiple tranches of debt and eqeityisties that are structured to achieve specifidit ratings. Structured debt vehicles seek to
earn a return for investors by borrowing funds kniveer cost than the yield the vehicles earn oir thederlying investments. A collateralized
debt obligation, or CDO, is a type of structuretttdend that invests in leveraged portfolios offixincome investments of various types,
including collateralized bond obligations, or CB@sllateralized mortgage obligations, or CMOs, atgltalized fund obligations, or CFOs,
among other structures. An arbitrage CDO is typidadcked by a pool of high-yield corporate bondd/ar loans and is designed to take
advantage of the difference between the CDO's tima#t grade funding costs and the underlying assetsstment returns.
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Hedge Funds

The term hedge fund generally refers tinaastment vehicle that seeks to generate positskeadjusted returns under various market
conditions. Unlike a traditional asset managementfa hedge fund invests in diverse asset clasgbsmploys a variety of investment
strategies to exploit market opportunities. Somthese strategies include various forms of arbérdmng/short equity, event-driven, global
macro and other quantitative and fundamental gfiegeIn light of their often superior risk-adjugtgerformance and for diversification
purposes, hedge funds have been utilized by apasorg number of institutional asset managers, asd,result, have experienced significant
inflows in recent years. Global assets under managein the hedge fund industry, as reportedHBRR Industry Reportdyave grown from
approximately $456 billion at December 31, 199@ncestimated $1.4 trillion at December 31, 20067.@% compound annual growth rate.

Hedge funds are typically structured astéohpartnerships or limited liability companieatlare generally exempt from registration under
the Investment Company Act. Advisers to such hddgds are often not registered under the InvestrAdutsers Act and can pursue
investment strategies not typically available &gistered investment companies. Usually the marafgeehedge fund will receive both a base
management fee and a performance fee. The baseyemaat fee is based on the net asset value ofittte &nd the performance fee is
computed as a percentage of the fund's profits {he net realized and unrealized gains in th&@ar). Some hedge funds set a "hurdle rate”
under which the fund manager does not earn a pegioce fee until the fund's performance exceedsiehpeark rate. Another feature common
to hedge funds is the "high water mark" under wiaidhnd manager does not receive its performare datil the fund's net asset value
exceeds the highest historical value on which perémce fees were last paid. Typical hedge fundstore are high net worth individuals and
institutions that are permitted to invest and witlvd funds periodically in accordance with the tewhthe funds. Hedge fund managers
typically commit a portion of their own capital fhe funds they manage.

Hedge Fund AUM and Net Asset Flows Number of Hedge Funds and Average AUM
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Industry Trends
Growing Investor Demand and Increased Institutionhivestor Allocations

Growth in assets under management is diiyesppreciation in the value of managed assetsahohflows of capital from investors. The
industry has experienced significant growth in waide assets under management over the past tes) peianarily fueled by net capital
inflows from an aging population. Within the Unit8thtes, approximately half of assets under manageare retirement-related assets. Total
pension assets in the United States grew from t8li8n at the end of 1996 to $14.0 trillion atetlend of 2006. Shifting demographics and the
drive towards "privatization" of retirement plangipresent an opportunity for the asset managemduostry. These investors are expected to
seek products with absolute return and greatemnakagement characteristics, and demand more measgdvice.
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Alternative asset management vehicles baea the fastest growing segment of the industig\estors have sought to achieve greater
portfolio diversification and improve the risk-adjed return profile of their portfolios. Howeveegpite these alternative products becoming a
more significant source of industry growth, thesategies still account for a relatively small pomntof total institutional assets. For example,
the average allocation to alternative investmegtg1$. corporate and public defined benefit pengiams was 4.4% and 4.3%, respectively, in
2006.

Product Innovation

The alternative asset management industnjgihly competitive, and asset managers competaoth investors and investment
opportunities. Leading alternative asset managave developed new investment strategies and stascivhich have enabled them to attract
additional capital from existing investors as vadlnew capital from investors who have not investitd them previously. Some of these
newer fund offerings include investing in distressecurities, the development of mezzanine andsircture funds and expansion into new
geographic regions. Opportunities also exist teetlgy new investment vehicles and structures, inefydo-investment vehicles, and to raise
new types of funds, such as proprietary hedge fandsstructured product funds, allowing asset mersatp deploy more managed capital and
capture a greater share of the economics gendgtdee new investments. Further, the managersroégmivate equity funds are seeking to
expand their investor base by creating publiclgiéhpermanent capital vehicles whichioeest in their funds, giving public investors espeoe
to these asset classes. These publicly-tradedlestpoovide asset managers with permanent capaahtay be organically grown through
continuous reinvestment in a broad range of asas$es, and, as a result, offer stability and aaldé potential source of long-term income.

Convergence of Private Equity and Hedge Funds

In recent years, hedge funds have incrghsbecome activist investors in public companfaagctioning as transaction catalysts with the
goal of maximizing shareholder value. This tredether with private equity funds' continued foonsfinding undervalued public companies
to pursue leveraged buyout opportunities have brbtig two types of alternative asset managersdioger proximity and frequent overlap.
increasing number of hedge funds have taken cdinfggdositions in companies while private equitpdis have from time to time made
minority investments in public companies.

Large alternative asset managers are isicrglgt expanding their operations to include batlrgie equity and hedge fund businesses.
Combining the businesses within one entity can teagignificant operational efficiencies as hedgeds and private equity funds often
compete for capital and talent. The intellectuglitzd and complementary skill set of hedge fundd arrivate equity managers also can be
leveraged within one combined organization to idgmnd realize new investment opportunities.

Growth and Returns of Larger Funds

Institutional investors are attracted tgé& funds with well-established track recordsteys and operations, and advanced risk
management capabilities. Managers of larger fuyisally control multiple funds with various strgies. As a result, the number of larger
funds in the private equity fund sector has inceddn recent years. According Thomson Financial the percentage of new private equity
buyout funds with more than $1 billion in capitalsed increased from 4% of all new private equitydut funds formed in 1996 to 25% by the
end of 2006.

Further, "mega" private equity funds (tygig private equity funds with more than $5 billienassets under management) have benefited
from the increased fund size as the average ametwsths for such mega funds are increasingly otdapaing the returns of their smaller
counterparts. Based on the data compilediigmson Financial during the three-year span of 2004-2006, theamyeeannual returns of the
mega funds were approximately 30%, as opposecetavhrage returns of large ($2 billion to $5 billio assets under management) and mid-
sized funds ($500 million to $2 billion in assetslar management) of 21%.
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Increasing Size of Private Equity M&A Transactior

Over the past several years, a numberaddfs, including larger fund sizes, greater ligtyidin the senior and high-yield debt markets, and
joint buying power of consortiums, have collectiveicreased the volume of large, spor-driven M&A transactions. Globally, financial
sponsors were involved in 115 buyout transacti@ised at more than $1 billion in 2006, with a sfgaint portion of these transactions
resulting in the target going private. Furthermaig,out of the top seven leveraged buyouts to date announced over the past 12 months
with an average transaction value of more thant$@on.
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Ability to Deliver Nor-Correlated and Higher Risk-Adjusted Investment Rets

Private equity has historically been refaly uncorrelated to the real estate, public debtequity markets. This low correlation to other
asset classes has made private equity an attractimponent of a diversified investment portfolitieTcombination of low correlation and
strong performance of private equity relative thestasset classes has been an important catalye growth of the industry. By including
private equity investments in their portfolios, @stors often reduce portfolio volatility, incregs@tfolio duration and contribute to an overall
improvement in a portfolio's risk/return profile.

Increased Sector Scrutin

The institutionalization of the alternatizeset management industry has required alternadiset managers to develop more advanced
internal controls and management information systexs large institutional investors require gretrsparency and robust risk management
systems. The larger, more institutionalized altBveaasset managers are better positioned to devesse processes and controls. In addition,
as the number of investors who invest their funidh @lternative asset managers continues to exghatk has been increased regulatory
attention to the sector. Particularly, recentlydduiced tax legislation would, if enacted, preclatternative asset managers from qualifying for
treatment as a partnership for U.S. federal inctargurposes under the publicly traded partnemsligs and tax carried interest using income
tax rates rather than capital gains tax rates.
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BUSINESS
Overview

Founded in 1976, we are a leading glokalahtive asset manager. Our more than 400 empireruding more than 150 investment
professionals, are led by our founders, Henry Kgawid George Roberts, who are pioneers of thedgedrbuyout industry. Our history of
landmark achievements in private equity includesfitst leveraged buyout in excess of $1 billioeveral of the largest leveraged buyouts
announced worldwide to date, the first buyout plilic company by tender offer and the largestiaged buyouts completed or announced in
each of the United States, the Netherlands, Dennadia, Australia, Turkey, Singapore and France. Wdve continued our history of
innovation by establishing new debt and public Bgsirategies that leverage the power of our beamdithe intellectual capital in our private
equity business.

Today, through our offices in New York, MefPark, San Francisco, London, Paris, Hong KordyBakyo, we sponsor and manage funds
that make investments worldwide in private equitg debt transactions on behalf of third-party ingesand our firm. We also manage
substantial investments in public equity. During 8liyear history, we have raised 16 funds and receapgioximately $59.7 billion of capit
and capital commitments from investors. We havevgrour assets under management significantly, fippproximately $18.3 billion as of
December 31, 2002 to approximately $54.4 billiom&3dune 30, 2007, representing a compounded agnosath rate of 27.4%. Of our total
assets under management, approximately $7.0 bilipermanent capital, which is not required tadtarned to investors and is able to be re-
deployed as investments are realized.

As a global alternative asset manager,ave engoing management fees for providing manageamehother services to our private eq
and credit strategy funds as well as transacti@nitoring, incentive and other potential fees inmection with our investments. We also earn
investment income from investing our own capitahaiside fund investors and from our carried interefund investments, which provides us
with a disproportionate share of the investmentggenerated on third-party capital invested bypoivate equity funds. We are also
selectively pursuing opportunities to develop newestment structures and products that we beliévdelp us increase the amount of
managed capital that we are able to commit to iddad transactions, grow our assets under managesmercapture additional income
streams.

We seek to consistently generate attradtivestment returns by employing highly qualifiedfessionals, making among the largest
private equity investments worldwide and adhering tisciplined investment approach. Our investneains are supported by a substantial
and diversified capital base, a centrally managetiiategrated global investment platform and a dwitle network of business relationships
that provide us with a significant source of invesht opportunities, specialized knowledge during diligence and substantial resources for
creating and realizing value for investors. We distieve that these aspects of our business will e continue to grow our assets under
management and deliver strong investment performana variety of economic and financial conditions

In connection with this offering, we wilbmplete a series of transactions pursuant to wiictbusiness will be reorganized into a holding
company structure. Following our reorganization sl offering, we will have a right to the managet) transaction, monitoring and other
fees from our existing and future private equitgda and their portfolio companies. In addition,wi# have the right to carried interest earned
by the general partners of our existing and fuprieate equity funds (other than the 1996 Fundeantier funds) as well as any returns
generated on capital contributions made by the gépartners of these funds after the completiothisf offering. We will also have a right to
the management, incentive and other potentialflma®mianaging our existing and future credit strgtmds as well as incentive fees from tr
funds. Although our principals have invested tloewn personal capital in our credit strategy furvds,have not made any direct capital
contributions to those funds as a general partnarfond manager.
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Our Strengths

We believe that we possess a number afgting that differentiate us from other alternatigget managers and provide us with
competitive advantages for raising capital, seguiitvestment opportunities, obtaining financing i@nsactions, consummating investments,
creating value in our portfolio companies and gatieg attractive investment returns. These strengitiude the following:

One Firm with a Global Reach and Best-in-Class Passes

We are truly a global firm. With offices $®ven major financial centers located on thrediments, we have created an integrated global
platform for sourcing and making investments in tiplé asset classes. Our global and diversifiedatns are supported by our sizeable
capital base and our extensive company, indussgetaspecific and local market knowledge, whicbvalus to deploy capital across a number
of geographical markets in a broad range of congsaimdustry sectors and asset classes. As of3lyrg007, 35% of our investment
professionals were based outside the United St $6% of the unrealized value of our private goportfolio consisted of investments in
companies outside the United States. Although perations span multiple continents and business liwe are still managed as one firm with
a common culture and are highly focused on shadrogviedge, experience, resources and best practhioasghout our offices and across our
various investment classes. Our investment prosegeoverseen by three committees that operabalglowhich consist of our equity
investment committee, which reviews all investmengie by our private equity funds, our debt investhrcommittee, which reviews all
investments made by our credit strategy funds,camgortfolio management committee, which monitbes performance of our private equity
investments. Our founders, Henry Kravis and Ge®gkerts, are active members of each of these caawaitWe believe that operating as a
centrally managed firm that is both global and dsifeed enhances the growth and stability of ousibess and helps us make informed
decisions across asset classes and geographies.

Distinguished Track Record Across Economic Cyc

During our 31-year history, we have sucliglysinvested under all types of economic and ficial conditions, developing a track record
that we believe distinguishes our firm. From owseption through June 30, 2007, our ten privatetgdunds that had invested for at least
30 months had achieved a multiple of invested ahpft2.8x and a cumulative gross IRR of 26.3%.iBy2007, we were named "Best Private
Equity Firm" byGlobal Financeand "European Large Buyout Firm of the Year"Higancial News and the KKR Strategic Capital Funds were
named "Hedge Fund Launch of the Year'Alternative Investment New®ur other accomplishments include completing oroameging more
than 60 leveraged buyouts valued in excess of liarhiincluding the first leveraged buyout in egseof $1 billion and sponsoring or co-
sponsoring many of the largest leveraged buyoutgpbéeted anywhere to date.

Alignment of Interests

One of our fundamental philosophies hasltealign our interests and the interests of @apte with those of our fund investors. Since
our inception, our investment professionals, seaé@tvisors and other executives have invested onidtied to invest more than $1.5 billion of
their personal capital in or alongside our fundsstructuring this offering, we have sought to agkithe same alignment of interests between
our unitholders and our people through their sigaift and long-term ownership of our equity. Oungipals will not receive any of the
proceeds from this offering. Our principals willlleztively own more than % of the equitydur business immediately following this
offering and they will benefit from the financialccess of our business in the form of distributiand payments received from KKR Holdings,
the entity through which they will hold their equitind the potential appreciation in the valuehefequity that KKR Holdings owns. Our other
employees are expected to receive equity grarnteadtme of this offering, which we believe wilhsilarly align their interests. To promote
long-term alignment of interests, the equity dikeotr indirectly held by our principals and emplegewill be subject to

134




significant forfeiture and transfer restrictionatiequire such persons to remain actively empldyeds in order to realize the full value of
their equity interests.

Experienced Investment Professionals and ContinuitiySenior Leadershiy

We have built our firm with the intellectuapital of our people, and we are guided dailythry diversity, depth and breadth of their
collective knowledge and experience. We currenitpley more than 150 investment professionals wiedesd by our founders, Henry Kravis
and George Roberts, and supported by 20 senios@dvaind 30 Capstone consultants. Our investmefdgsionals have demonstrated an
ability to address the challenges of cyclical mesHhyy effectively adapting our investment strategfmancial structures and operational
resources to existing market conditions. Our inwestt professionals come from a variety of finanaiadl operational backgrounds, which
when combined with the extensive expertise of emic principals provide us with a significant costipve advantage. We have also benel
from a high degree of continuity in our senior lesthip.

Distinct Ability to Source Proprietary Investmen

We believe that we are able to source me@stment opportunities as a result of our intedeall generation strategies and our global
network of business relationships with leading exiees from major companies, commercial and invesiinbanks, financial intermediaries,
other investment and advisory institutions and farpolitical leaders. Our investment professiomaésorganized into global industry teams
and have developed a thorough understanding afitidiistries by meeting with management teamsndittg product seminars and industry
conferences and conducting their own primary reted@ur industry teams work across our officeseweedop a list of industry themes and
trends, to identify companies that will benefitrfrahose trends and to determine which of those emieg would make an attractive
investment. When team members identify an investropportunity, they leverage our network of globehtionships with the goal of winning
exclusive or limited access to the investment. \Béeelie that our industry focus, when combined witin global network and the industry-
specific knowledge that we have developed over,tpnevides us with an important source of proprietavestments.

Strong Relationships With Financial Leadel

We actively cultivate our relationshipswihajor investment banking firms and other finahicitermediaries and are among those firms'
most significant clients. Our investment profesalsrmeet regularly with major investment bankimgh8 concerning potential investment
opportunities, and we often work with the same grofifinancial institutions when seeking financisgangements for our transactions. We
believe our repeated and consistent dealings Wwéhrtajor financial services firms over a long pemd time, and our completion of a
significant number of larger transactions, havettedur being one of the first parties conside@dpbtential investments. We also believe that
our relationships with financial institutions aregétcredibility that we have established throughpast successes help us obtain financing for
our transactions at attractive prices and with falte terms.

Focus on Value Creation

We have developed an institutionalized pssdfor creating value in our investments. As paaur effort, we utilize the services of
Capstone Consulting, a team of operational constsltdat works exclusively with our investment gsdionals and portfolio company
management teams. In addition, we have hired sexidsors to assist us, including the former chairar chief executive officers of
Proctor & Gamble, Wells Fargo, HSBC Holdings plasiEnan Kodak Company and Accenture. Our investiprexfiéssionals, senior advisors
and consultants work with our portfolio companiestidress issues relating to top-line growth, opsitnization and efficient capital allocation
and assist management in designing and implemestiagegic and operational changes that drive vedeiation. In most cases, the work
initially involves developing operating and finaalcinetrics for tracking progress and identifyingldems during the early stages of an
investment. Ultimately, the focus shifts to captialg on business
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opportunities to drive value creation over the lomgn. The objective of these measures is to dyiegvth in revenue, cash flows and operating
margins, which allows us to reduce the leveragaumportfolio companies, and create value for ovestors.

Long-Standing Investor Relationships

Over our 3ear history, we have established strong relatipsshvith investors that have allowed us to raigmigicant amounts of capit
for investment in a broad range of asset classesfudd investors consist of a diversified grougsoime of the largest public and private
pension plans, global financial institutions, umaity endowments, funds of funds and high net warttividuals, many of whom have invested
with us for decades across multiple funds that axeehsponsored. For example, our ten largest inksehtve invested with us for an average of
16 years. More recently, through the listing of tofmur funds, we have expanded our investor basgctude public market investors, such as
mutual funds and hedge funds, providing us witladditional source of capital. We believe that therggth, breadth, duration and diversity of
our investor relationships provide us with a sigifit advantage for raising capital from existimgl aew sources and will help us continue to
grow our assets under management.

Long-Term Capital Base with a Significant Amount of Paanent Capital

As of June 30, 2007, we had $54.4 billibagsets under management, making us one of thestaindependent alternative asset man:
in the world. These assets were invested or avaifab investment in private equity, debt and palglguity transactions. We have created two
listed permanent capital funds that are able tevgrmanically through the continuous investment egidvestment of capital, which we belie
provides us with stability and with a valuable puial source of long-term income.

Proven Ability to Innovate

We pioneered the development of the levedtdiuyout and have worked throughout our historgreating innovative financing structures
that allow us to compete aggressively for transastiwhile maintaining ongoing financial flexibilitExamples of recent innovative financing
structures include using a complex power hedgiog@m in connection with our acquisition of Texaan@o and structuring our acquisition of
Capmark Financial Group in a manner that allowedcthmpany to achieve an investment grade credigratlost recently, we have grown our
permanent capital base and diversified our operatibrough the establishment of two innovative aremt capital vehicles, KKR Private
Equity Investors and KFN, that have the flexibilityinvest across asset classes.

Our Growth Strategy

We believe the "KKR" name is associatedlie successful execution of many of the largedtraost complex private equity
transactions worldwide; a focus on operational eateation; a strong investor base; a global ndéwbstrong business relationships; a
reputation for integrity and fair dealing; and atiiguished track record of generating attractiwestment returns. We intend to capitalize on
the name recognition that we have developed aretdge the strength of our brand as we seek to gtmbusiness.

Deliver Attractive Returns Through Strong InvestmeRerformance

We intend to adhere to the disciplined stieent approach that we have developed over oye8f history, focusing in particular on
driving value creation from the time an investmisnnhade. Our investment approach will continuenipleasize company, industry and
economic fundamentals and the operational andegiiaaspects of the companies in which we invest,vee will continue to subject our
investments to the same stringent due diligencajtoring and oversight practices that we have dgped over time, drawing in each case on
the company, industry, asset-specific and locaketdtnowledge of our people. We believe that byntaaning investment discipline and
taking a "hands-on"
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approach to our investments, we will be best parséd to continue to generate attractive returngdiofunds and create lorigrm value for ou
unitholders.

Grow Globally Across Existing Asset Classes

We intend to continue pursuing opportusitigthin North America to increase the amount ohaged capital that we are able to deploy in
private equity and debt investments, while contiguio grow our public equity business. Outside oftN America, we intend to continue
increasing the amount of private equity investmémas we make in Europe and Asia, while building aur debt and public equity and debt
operations in those regions. Since October 2005)ave raised five new funds that received approtéip&32.6 billion of capital and capital
commitments from investors, including approximatg®y1 billion of permanent capital and a new $4liibh private equity fund that is focus
on investment opportunities in Asia. These funawjole us with a flexible capital base that we mag to fund investments in a broad range of
asset classes throughout the world.

Selectively Pursue Opportunities to Expand Our Iisent Structures and Produc

We believe that opportunities exist to depeand sponsor new investment vehicles and strestincluding canvestment vehicles, and
raise new types of funds, such as long-orientedigpahuity funds, structured product funds and stdy+ or geography-specific funds, that
allow us to deploy a greater amount of managedalapiour investments and thereby capture a grehi@re of the economics generated by
these investments. To support these initiativesasgecurrently developing a capital markets busmeshe United States, Europe and Asia,
which we believe will provide us with new alternats and capabilities for distributing our investingroducts to investors worldwide and to
further broaden our investor base. We may alsoidenselectively partnering or entering into joignture arrangements with one or more
financial intermediaries in order to provide ushnagiccess to additional classes of investors.

Maintain Our Long-Term Focus

We have consistently approached the manageaf our business and our investments with tted gbcreating and realizing value over
the long term. We intend to maintain this lolegm focus after we become a public company eveuagh this may lead to increased volatility
our results from period to period. We do not intémgermit the short-term perspectives of someipubéarket investors to influence our
investment, operational or strategic decisions,duties or commitments to our fund investors orfogus on creating long-term value for our
unitholders.

Our Firm
History and Developmer

We were founded in 1976 as a private edirity specializing in leveraged buyouts. We comgdietur first acquisition in 1977 with capi
raised from a small group of investors and, siheg time, we have sponsored and managed a toi#l imvestment funds and built a brand
name, a global franchise, a broad investor baseaatidersified investment institution. We now maintoffices in seven major financial cen
located across three continents and we have dikeersiur operations to include actively managingestments across a broad range of major
asset classes.

During the first 28 years of our operatione focused our efforts primarily on building adéng private equity business. Our initial focus
on private equity allowed us to develop and refinancial and structuring skills that we believe grerequisites for success in any investment
business. In 2000, we began placing a greater esigoba the operational aspects of portfolio comganivhich we believe is an essential
component for creating value. Since then, our dperal approach to building value in portfolio coampes has become an integral part of our
firm and a cornerstone of the way in which we eatduand approach equity investments. While we maoag firm and our investments
differently today than we did during the earlieay®of our development, we have not changed ouciptes, our performance-based culture or
our investment objective, which is to generatedargiltiples of invested capital and attractive IR&®sinvestors.
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We have acquired significant credit expaeéover time by sponsoring investments in findhciistressed companies, by using
significant amounts of leverage to finance acqigist and by monitoring investment portfolios ofdirtial services companies acquired by our
funds. Commencing in 2004, we began to activelgpadebt investments as a separate asset clasgtthoor formation of KFN. To support
the operations of KFN, we hired additional investingrofessionals with significant experience eviahgaand managing fixed income
investments, including investments in corporatet,dedink loans, asset-backed securities, real emsatts and other credit products, and we
built a platform for identifying, assessing, makingonitoring and exiting debt investments. The eigpee that we gained through our
management and operation of KFN and the resourcesded by these additional personnel createdaagtfoundation for growing our debt
operations and enabled us to form the KKR Strat€gigital Funds in 2006 to take advantage of ladgbt investment opportunities.

Although our business activities have histdly focused significantly on private equity aoedit investments, we have managed
investments in public equity throughout our histdnjtially, our public equity investments consigtef minority and structured investments in
public companies that were made by our privatetgdunds. More recently, we formed KKR Private Bgunvestors, our private equity-
oriented permanent capital fund, and our credittagy funds, which have provided us with more itwest flexibility than traditional private
equity funds and an additional capital base foringkquity investments in public companies. Ourligubquity strategies generally seek to
leverage, where appropriate, the intellectual ehpi¢veloped in the course of our traditional prevequity business, which may otherwise not
be utilized if a private equity transaction is sonsummated, to make public equity investmentsb@lieve that significant opportunities exist
for us to expand our public equity activities aaklet advantage of the increasing number of suifaliidic equity investments that we identify.
To achieve these results, we recently hired additiowvestment personnel who have specialized éxpes in the public equity markets.

In addition to taking steps to build out public equity business, during 2007 we begamtioeess of establishing a capital markets
business in the United States, Europe and Asiatiélobjective of increasing the amount of thirdtypaapital that we are able to commit to
individual transactions, thereby growing our asseider management and capturing additional incdmarss. We have hired experienced
professionals with long-standing investor relatttps to help us build this business. We expectdbaicapital markets activities initially will
focus on syndicating to a broader base of investqsrtion of the equity that we commit in our kargrivate equity transactions, which we
believe will help us reduce the need to partnehétge consortiums of private equity firms on ktgveraged buyouts, retain greater
operational control over our portfolio companied @apture a greater portion of the economics tteaganerated by our private equity
investments. Over time, we may expand our capitakets activities in a manner that similarly conmpésts our other business activities.

Global Operations

With offices in New York, Menlo Park, SaraRcisco, London, Paris, Hong Kong and Tokyo, weehestablished our firm as a leading
global alternative asset manager. Our expansicsidriof the United States began in 1995, when waeroar first investment in Canada. Sil
that time, we have taken a long-term strategic @ to investing globally and have establisheteagnce in Europe and Asia with
multilingual and multicultural investment teamstthave local market knowledge and significant bes& investment and operational
experience in the countries in which we invest. Wgkeve that our global capabilities have assisteh raising capital and capturing a greater
number of investment opportunities, while enablisgo diversify our operations. From the time &f 1996 Fund's first investment through
June 30, 2007, our 1996 Fund and subsequent fulldstevely invested more than $11.6 billion of @apoutside of North America.
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The following table presents informatiomcerning the composition of our investment portfdly country as of June 30, 2007.

Private Equity Portfolio

Number of
Country Investments Fair Value

($ in millions)

United State: 17 % 7,630.:
France 3 4,695.;
Netherlands 4 3,563.¢
Germany 4 2,131°
Australia 2 914.¢
Singapore 1 672.7
Denmark 1 573.¢
United Kingdom 1 500.4
Canade 1 428.€
India 1 269.7
Italy 1 275.¢
Bermuda 1 136.c
| |

Total 37 % 21,793.

While our operations span multiple contitseamd asset classes, our investment professiarasupported by a centralized and integrated
infrastructure and operate under a common setin€iptes and business practices that are monitoyealr global committees. We believe that
we have created a single culture that rewards tmes# discipline, creativity, determination andipate and the sharing of information,
resources, expertise and best practices acrossfaas. When appropriate, we staff transactiomrssgmultiple offices in order to take
advantage of the industry-specific expertise ofinuestment professionals, and we hold regular mgein which investment professionals
throughout our offices share their knowledge angkeences. We believe that the ability to drawlanlbcal cultural fluency of our investment
professionals while maintaining a centralized artddgrated global infrastructure distinguishes osifother alternative asset managers and has
been a substantial contributing factor to our bt raise funds and invest internationally.

Our Team
Equity Investment Profession:

We currently employ more than 125 investipenfessionals who focus primarily on equity invesnts. These individuals come from
diverse backgrounds in private equity, operatistrgitegic consulting and finance and include sofriteeomost experienced equity investors in
the world. Over the past six years, we have focasedeniotevel equity recruiting efforts on executives wailgnificant operating experienc
including former chief executive officers and cHiiefancial officers of companies operating in a evidnge of industry sectors. As a group, our
equity investment professionals provide us wittoag@rful global team for identifying businesses wdtlrable competitive advantages;
developing capital structures for portfolio compenihat support their business strategies; wonkitly management teams to create value for
unitholders; providing portfolio companies with ass to a global network of resources that stremgiieir operations; and generating superior
investment returns.

Debt Investment Profession:

We currently employ more than 25 investnpmnfessionals who focus primarily on corporatetdebestments. These individuals have
backgrounds in debt investments, risk managemssét diability management, capital markets, finasoe portfolio management and provide
us with significant
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experience for managing our credit strategy fuilg. six most experienced debt investment profesésdmave on average 17 years of credit
experience, including experience investing in aading leveraged bank loans, second lien loan$-yigld bonds, subordinated bonds,
mezzanine bonds, preferred stock, credit and isteage derivative instruments, structured produetsl-estate investments and other debt and
equity investments. Together, they provide us wiginificant expertise for evaluating and managireglit risks and creating diversified
investment portfolios of corporate debt investmehéd have the ability to generate attractive lageradjusted returns.

Senior Advisors

To complement the expertise of our investinpeofessionals, we have retained a team of 2@isadvisors to provide us with additional
operational and strategic insights. The respontdsilof our senior advisors include serving onlttbards of our portfolio companies, helping
evaluate individual investment opportunities anglsigg our portfolio companies with operationalttees. Our team of senior advisors
currently includes Edwin L. Artzt (the former Chaen and Chief Executive Officer of Proctor & Gambkir John Bond (the former Group
Chairman of HSBC Holdings plc), Richard L. Clemnftiie former Chief Executive Officer of Agere SysgnGeorge M.C. Fisher (the forrr
Chairman, Chief Executive Officer and PresidenEa$tman Kodak Company), Hirashi Hosokawa (the fordapanese Vice Minister for
International and Economic Affairs), and Dr. Edwaidn Suning (the Chairman of China Broadband @&pifP. and the Vice Chairman and
former Chief Executive Officer of China Netcom Gpyas well as other individuals who have held legdiositions in major corporations and
public agencies worldwide. Five of our senior adwgsalso participate on our portfolio managementmittee, which monitors the
performance of our private equity investments.

Operating Consultants

We have developed an institutionalized pssdfor creating value in our investments. As paaur effort, we utilize the services of
Capstone Consulting, a team of operational constsltdat works exclusively with our investment gsdionals and portfolio company
management teams. Capstone, which has approxingelgnsultants located in New York, Menlo Park anddon, provides us with
additional expertise for assessing investment dppdies and assisting managers of our portfolimpanies in defining strategic priorities and
implementing operational changes. During the ihfileases of an investment, Capstone's work sedkglement our thesis for value creation.
Its consultants may assist our portfolio compamesddressing top-line growth, cost optimizatiowl &fficient capital allocation and in
developing operating and financial metrics. Overeti Capstone's work shifts to identifying challengad taking advantage of business
opportunities that arise during the life of an istment. While we do not require our portfolio comies to engage Capstone, in our experience
most portfolio company managers embrace its invobmt as a result of the operational expertise atiin-line focus of its consultants. In
addition, to assist us with investments in the iaege industry, we have established an exclusie¢éioaship with Fisher Capital, an insurance
advisory firm that was founded by Jim Fisher after successful sale of our investment in AmericaririRurance, where Mr. Fisher served as
the Chief Financial Officer.

Global Committees

Our investment processes are overseenrbg tommittees that operate globally. These coraasttonsist of separate investment
committees for our private equity and credit sggtinds and a portfolio management committee orprivate equity funds. Our equity
investment committee and our debt investment cotamire responsible for reviewing and approvingnakstments made by our funds;
monitoring due diligence practices; and provididgiae in connection with the structuring, negotiatiexecution and pricing of investments.
Our portfolio management committee is responsibterorking with our investment professionals fradme date on which an investment is
made by a private equity fund
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until the time the investment is exited in ordeetwsure that strategic and operational objectivesecomplished and that the performance of
the investment is closely monitored. Our foundelsnry Kravis and George Roberts, are active memifevar three committees. Other
members consist of our senior principals. Our ptidfmanagement committee is also advised by eedbour senior advisors and consultants
from Capstone.

Private Equity

Our private equity business involves spoingoand managing a group of investment fundsrtiete primarily control-oriented
investments in connection with leveraged buyoutstauild-ups and other similar investment opporiesitThese funds, which we refer to as
private equity funds, are managed by Kohlberg Ke&®bberts & Co. L.P. and currently consist of a hanof private equity funds that have a
finite life and investment period, which we referas traditional private equity funds, and a pevequity-oriented permanent capital fund that
has a perpetual existence and investment periodal¥éesponsor and manage credit strategy fundsdmaetimes make private equity
investments alongside our private equity fundfialgh we include those funds in our credit segrf@mnanagement reporting purposes. A
June 30, 2007, our private equity funds had $4Blibrbof assets under management, including $4l®b of permanent capital, making us
one of the largest private equity fund sponsoitkéworld.

Private Equity Experience

We are a world leader in private equityyihg sponsored and managed 14 private equity fthettshave received more than $57.1 billion
of capital and capital commitments during ouny@hr history. Our private equity funds focus oneisting in large capitalization companies.
believe this focus allows us to invest in indudegeding franchises with global operations, attvactld class management teams, deploy large
amounts of capital in individual transactions aptirnize amounts of income that we earn on a passaation basis. Our approach leverage:
capital base, infrastructure, skill set, globaWwwk and industry and operating expertise, whichbekeve sets us apart from others.

Since our inception, our private equitydarhave completed or announced more than 160 eragatity transactions having a transaction
value of more than $413 billion and an equity iriieent of $45 billion, including over 10 private éyutransactions with a transaction value in
excess of $135 bhillion and an equity investmerdapgdroximately $12 billion that have been compleiednnounced since June 30, 2007. As of
June 30, 2007, our private equity funds had geeér®76.5 billion of realized and unrealized vahlfewhich $56.5 billion had been distributed
in the form of cash. Our current private equitytfio consists of 42 portfolio companies with mahan $180 billion of annual revenues and
more than 800,000 employees worldwide. These coiepame based in more than 12 countries and operatere than 12 industries, which
provides us with broad and deep industry and opeyaixpertise.

The following charts present informatiomcerning the amount of capital invested by our 1886d and subsequent traditional private
equity funds by geography and industry from theetmhthe 1996 Fund's first investment through Me2007. The predecessor combined
financial statements included in this prospectussotidate the 1996 Fund and subsequent traditfnadte equity funds. We will not,
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however, acquire interests in the 1996 Fund orfuiods in connection with our reorganization anig pffering.

Dollars Invested by Geography
(1996 Fund and Subsequent Funds as of June 30, 2p07

Dollars Invested by Industry
(1996 Fund and Subsequent Funds as of June 30, 2p07
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The following table presents informatiomcerning the investments that our private equihd&ihave made or committed to make since
January 1, 2004, some of which have been signilican fully realized.

Equity Transaction
Company Year Industry Country Investment(2) Value
($ in millions)

Investments

Jazz Pharmaceuticals, In 200¢ Health Care United State: 130.C $ 25C
Sealy Corporatiol 200¢ Consumer Produc United State: 327.¢ 1,56¢
Maxeda* 200¢ Retail Netherland: 531.1 3,061
Dynamit Nobel AG 2004 Chemicals Germany 265.¢ 2,96’
PanAmSat Holdings Corporatiol 2004 Media United State: 134.t 4,34:
Auto-Teile-Unger Holding AG 2004 Retail Germany 534.¢ 1,84:
Visant Corp. 200¢ Media United State: 156.: 2,32(
Texas Genco Holdings, Inc 2004 Energy United State: 120.t 3,81
Duales System Deutschland Gmb 200t Recycling Germany 46.¢ 39:
Masonite International Corporatit 200t  Industrial Canade 428.¢ 2,57¢
Toys "R" Us, Inc. 200t Retail United State: 418.: 7,59
Sungard Data Systems, Ir 200t Technology United State: 482.% 11,96¢
SBS Broadcasting S.a.r | 200t Media Pan Europea 412 2,66¢
Accellent Inc. 200: Health Care United State: 448.: 1,34:
Avago Technologies Ltc 200t  Technology Singapore 426.% 2,78
FI Selenia S.p.A 200t Chemicals Italy 243t 1,03:
TDC A/S 200t Telecom Denmark 512.2 14,95
Capmark Financial Group In 200€ Financial Service United State: 673.( 16,77(
AVR Bedrijven N.V.(1) 200¢ Recycling Netherland: 174.7 2,72¢
The Nielsen Company B.\ 200€ Media United State: 698.t 12,03:
BIS/Cleanaway Ltd 200€ Recycling Australia 91.¢ 1,37
Aricent, Inc. 200€ Technology India 269.7 93¢
NXP B.V. 200€ Technology Netherlands 1,253.° 11,40(
PagesJaunes Groupe S. 200€ Media France 790.( 4,044
HCA Inc. 200¢ Health Care United State: 1,182.( 33,05(
KION Group GmbH 200€ Industrial Germany 612.¢ 5,47¢
Seven Media Grouj 200€ Media Australia 528.( 3,21¢
ProSeibenSat.1 Med 2007 Media Germany 838.¢ 4,23¢
Tarkett S.A. 2007 Industrial France 641.4 1,94¢
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Yageo Corporatiol 2007 Technology Taiwan 102.t 307
Dollar General Corporatio 2007 Retail United State: 1,290.¢ 7,60(



U.S. Foodservice 2007 Retail United State: 1,115.¢ 7,30¢

Tianrui Group Cement Co., Lt 2007 Industrial China 113.¢ 44¢

MMI Holdings Limited 2007 Technology Singapore 170. 757

Alliance Boots plc 2007 Retail United Kingdom 2,530.: 24,90(

Laureate Education, In 2007 Media United State: 400.( 3,96¢

Biomet, Inc. 2007 Health Care United State: 1,329.( 11,59

First Data Corporatio 2007 Financial Service United State: 2,550.° 29,50(

Energy Future Holdings Limite

(formerly, TXU Corp.) 2007 Energy United State: 2,077.( 49,00(

Harman International Industries,

Incorporated(3 2007 Technology United State: 171.¢ 40C

Pending Investment

U.N. Rc-Ro Isletmeleri A.S.(4 2007 Industrial Turkey €380.( €91C

* Indicates that the investment has been signifigantfully realized.

(1) Includes a follov-on investment in the first quarter of 20with respect to the merger between AVR AcquisitiBvsand the Var
Gansewinkel Group. The incremental equity investnae transaction value associated with this folmwinvestment were
approximately $35.6 million and $1,150 million, pestively.

(2) Equity invested consists of the amount of equityested or committed to be invested by our privatgtg funds. See "Certal
Relationships and Related Party Transactions—Syd8itbe and Other Investments."”

3) On October 22, 2007, Harman International Industiiecorporated entered into an agreement witlaicedf our affiliates and GS
Capital Partners relating to the parties' previpasinounced merger agreement. Under the agreemerdffiliates and GS Capital
Partners purchased senior notes convertible uratic circumstances into Harman common stock hegbarties terminated their
merger agreement dated April 26, 2007 withoutditign or payment of a termination fee.

4) We expect that this pending investment will be consiated in the second half of 2007. We have redateatractual commitmen

from financial institutions to provide the requésidebt financing for this transaction. However, thiee and when this transaction will
consummated depends on a number of other factors soall of which may be outside of our control.

We believe that our broad and deep expegi@md long-term track record of investing largeants of capital in a wide range of industry

sectors and geographical regions and economiciaaddal conditions are among the many factors diginguish our private equity business.
We have also achieved a number of other milesttivegsve believe differentiate us. These accomplestisiinclude:

. completing or announcing more than 60 private gquinsactions valued in excess of $1 billion, udéhg the first leverage
buyout in excess of $1 billion ever completed;

. sponsoring the first private equity transactiomgs tender offer structure;

. sponsoring or ¢-sponsoring many of the largest private equity taatisns completed worldwide and the largest prieafaity
transaction announced anywhere to date; and

. sponsoring or co-sponsoring the three largest f@igquity transactions completed in Canada, thedavgest leveraged buyouts
completed in France and the largest leveraged lisywmmpleted in each of Denmark, the Netherlandstralia, India and
Singapore.
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We take a long-term approach to privatdtgdovestments and measure the success of oustiments over a period of years rather than
months. Given the duration of our private equityeistments, we focus on generating large multiplésvested capital and attractive IRRs
when deploying capital in private equity transaasio

The following charts present informatiomcerning the amount of capital invested and theuantsoof realized and unrealized returns
generated by our traditional private equity funasyf our inception through June 30, 2007.

Amount Invested and Total Value Realized and Unrealized Value
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Additionally, because our emphasis on gativeg large multiples of invested capital and atixee IRRs has produced significant cash
flows for our fund investors, we believe that otivate equity approach has also been an importanttibutor to the extended relationships
we have developed with our investor base. Theialig table presents information concerning theltdigtributions to investors made by our
traditional private equity funds during the peridadicated.

Year Ended December 31

Six Months
Ended June 30,
Year 2002 2003 2004 2005 2006 2007 Total
($ in millions)
Distributions to Investor $ 897 $ 3,01¢ $ 7,03t $ 3,56¢ $ 5,251 % 1,311 $ 21,07¢

From our inception through June 30, 20Qif,fost ten traditional private equity funds (repenting all of our private equity funds that
have invested for at least 30 months) achieved ltipteuof invested capital of 2.8x and a cumulatiress IRR of 26.3%, compared to the
13.7% gross IRR achieved by the S&P 500 Index theesame period. The S&P 500 Index is an unmaniagied and its returns assume
reinvestment of dividends and do not reflect argsfer expenses. The table below presents informat®f June 30, 2007 relating to the
historical performance of each of our traditionavate equity funds since our inception, which vedidve illustrates the benefits of our
approach to making private equity investments. Thais does not reflect acquisitions or disposalevastments, changes in investment values
or distributions occurring after June 30, 2007.

We encourage you to review the cautionatg felow for a description of reasons why thertitesults of our private equity funds may
differ from the historical results of our privatquéty funds. You should also see "Private Equityudéions and Related Data" for a description
of how the values below were calculated.
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Amount Fair Value of Investments

Multiple of

Gross Invested

Private Equity Fund(1)(2) Committed Invested Realized Unrealized Total IRR Net IRR Capital

($ in millions)
Historical Excluded Funds(3]

1976 Func $ 31%$ 31 % 537 $ — $ 537 39.2% 35.5% 17.2
1980 Func 357 357 1,82¢ — 1,826 29.(% 25.&% 5.1
1982 Func 32¢ 32¢ 1,29( — 1,29C 48.1% 39.2% 3.6
1984 Func 1,00( 1,00( 5,96: — 5,96 34.5% 28.9% 6.C
1986 Func 672 672 9,081 — 9,081 34.46 28.% 13.5

1987 Func 6,13( 6,13( 14,74¢ 27C 15,01¢ 12.2% 9.C% 2.t



1993 Func 1,94¢ 1,94¢ 4,12¢ 36 4,16C 23.¢% 16.&% 2.1

1996 Func 6,012 6,012 10,53¢ 1,92¢ 12,461 18.1% 14.(% 21
Included Funds(4)

European Fund (1999)( 3,08t 3,08t 3,99 4,341 8,33:  32.4% 24.7% 2.7
Millennium Fund (2002 6,00( 5,88¢ 4,35¢ 7,46¢ 11,82¢ 52.2% 39.8% 2.C
European Fund Il (2005)(6)( 5,67(C 3,97¢ 35 4,39( 4,42°¢ * * *
2006 Fund(7 16,62¢ 1,57¢ — 1,57¢ 1,57¢ * * *
Asian Fund (2007)(7 4,00( — — — — * * *
Total Funds(7 $ 51,85¢ $ 31,000 $ 56,48¢ $ 20,00¢ $ 76,49¢ 26.2% 20.2% 2.8

Total Funds in Accounting Predeces

)

Total Included Funds(¢

$ 41,39: $ 20537 $ 18,92( $ 19,70 $ 38,620 24.6% 19.1% 2.2
$ 35,38( $ 14,52t $ 8,38t $ 17,777 $  26,16: 38.2% 29.1% 2.2

1)

@)

@)

(4)

The predecessor combined financial statementsdediin this prospectus consolidate the 1996 Fuddsahsequent traditional private
equity funds. We will not acquire interests in ft8#96 Fund and prior funds in connection with th@iganization Transactions and this
offering, because the general partners of thosasfamne not expected to receive meaningful procedsfurther realizations. In
addition, we will not be allocated any of the capitontributions made by the general partners offands prior to the completion of tl
Reorganization Transactions and this offering or r@turns generated on those contributions. Segdi@zational Structure" and
"Unaudited Pro Forma Financial Information."

None of our private equity funds are registerethasstment companies under the Investment CompatyThe management company
for each of our private equity funds is Kohlbergkis & Roberts & Co. L.P., the entity through whitle management company
generally receives management fees from our toaditiprivate equity funds. These management feesalculated based on the
amount of capital committed to a fund during theestment period and thereafter on the cost badtsediund's remaining investments.
We also generally receive periodic monitoring feesxchange for providing our portfolio companieithwnanagement, consulting and
other services, and we typically receive transadié@s from portfolio companies for providing thenth financial advisory and other
services in connection with specific transactiddach fund's general partner is generally entitbed tarried interest that allocates to it
20% of the net profits realized from the fund'sastments. See "—Traditional Private Equity Funds."

The last investment for each of the 1976 Fund, 128td, the 1982 Fund, the 1984 Fund and the 1986 as liquidated on May 14,
2003, July 11, 2003, December 11, 1997, July 198%hd December 29, 2004, respectively. The 198id and the 1993 Fund
currently each have one investment, and it is not when those funds will be liquidated. In theecaf the 1976 Fund and the 1980
Fund, the last distributions made to fund investmsurred on May 17, 2002 and December 14, 198pgectively.

The Included Funds represent the funds in whiclwilleacquire an interest in connection with our nganization and this offering.
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(5)  The European Fund's capital commitments include-denominated commitments €196.5 million. We have converted these amo!
into U.S. dollars based on the exchange rate giegain the dates on which capital was called.

(6)  The European Fund II's capital commitments inclede®-denominated commitments of €2,597.2 milliore Mé&ve converted these
amounts into U.S. dollars based on the exchangepratailing on (i) the dates on which capital wakled in the case of funded
commitments and (ii) June 30, 2007 in the casenfiinded commitments.

©) The gross IRR, net IRR and multiple of investeditedjare calculated based on our first ten tradéiqgorivate equity funds, which
represent all of our private equity funds that hemested for at least 30 months. The European Hytioe 2006 Fund and the Asian
Fund have not invested for at least 30 months. Mgeefore have not calculated gross IRRs, net IRRswaultiples of invested capital
with respect to those funds.

(8) The gross IRR, net IRR and multiple of investeditadjor the Accounting Predecessor are calculagskd on the 1996 Fund, 1
European Fund and the Millennium Fund, which regméthe funds in the Accounting Predecessor that invested for at least
30 months.

(9) The gross IRR, net IRR and multiple of investeditedjor the Included Funds are calculated basetherEuropean Fund and t
Millennium Fund, which represent the funds in thellided Funds that have invested for at least 36tinso

Private Equity Investment Approac

Our approach to making private equity inents focuses on achieving large multiples of stee capital and attractive IRRs by selec
high-quality investments that may be made at attraprices, applying rigorous standards of dugeilce when making investment decisions,
implementing strategic and operational changesdtia¢ value creation in the businesses we acqecénefully monitoring investments and
making informed decisions when developing investneait strategies. We believe that we have achievieséding position in the private eqt
industry by applying a disciplined investment agmto and by building strong partnerships with highigtivated management teams who put
their own capital at risk. When making private ¢gunvestments, we seek out large capitalizatiomganies with strong business franchises,
attractive growth prospects, defensible markettjprs and the ability to generate attractive resukiYe do not participate in "hostile”
transactions that are not supported by a targepaogis board of directors.

Sourcing and Selecting Investments

We have access to significant opportunitiesnaking private equity investments as a resuitiur sizeable capital base, our global
infrastructure and our worldwide network of contaat major companies, commercial and investmerkd)dmancial intermediaries, other
investment and advisory institutions and politiealders. Members of our global network frequentigtact us with new investment
opportunities, including a substantial number aflegive investment opportunities and opportunitieg are made available to only a very
limited number of other firms, which has generagetdstantial deal flow for us. We also proactivalysue business development strategies that
are designed to generate deals internally baséldeotiepth of our industry knowledge and our repartieds a leading financial sponsor.

To enhance our ability to identify and camsnate private equity investments, we have orgdmze private equity professionals in
industry-specific teams that focus on the nine gtiusectors in which we are most active: chemjeaasumer products; energy and natural
resources; financial services; health care; inthistnedia and communications; retail and technplddne investment professionals in each of
our industry teams are responsible for developingtaork of industry experts and an in-depth undeding of their industry's economic
drivers, inherent risks and opportunities for vatoeation.
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Each team is led by one of our principals and sthffith three to five other investment professiesnbidustry teams work together across our
offices and hold frequent conference calls to sideas and identify potential acquisition candidatermer operating executives have recently
joined our firm to augment our industry teams amtllan additional operating perspective to ourstent analyse:

We believe that our industry-specific exjserprovides us with important proprietary investrnopportunities. We believe that our deep
and broad industry expertise enables us to identdyket opportunities and trends and provides tis a/significant advantage when investing
in more complex and regulated industries, suchaakihg, insurance and power generation and trasgmnisUtilizing our insights and industry
contacts to access new markets or target straaegigisitions also helps us when we work with maragedevelop value-creating strategies
and, in some instances, can lead to additionahtevepportunities for our portfolio companies.

Due Diligence and the Investment Decis

Once a private equity investment opporiuhés been identified, the investment team thegdponsible for the investment introduces the
opportunity to our other equity professionals dgrame of our weekly video conference calls. Thedls provide a forum in which investment
teams may leverage the collective skills, expegsrand resources of all of our equity professiomat®nnection with the investment decision
process. When an investment team determines thiavastment proposal is worth serious consideratioa proposal is formally presented to
our equity investment committee and the due diliggorocess commences.

The objective of the due diligence prodegs identify attractive investment opportunitiessed on the facts and circumstances
surrounding an investment and to prepare a framethat may be used from the date of an acquisttagrive operational achievement and
value creation. When conducting due diligence,iouestment teams evaluate a number of importannbss, financial, tax, accounting,
environmental and legal issues in order to detegmihether an investment is suitable. In connedtiith the due diligence process, our
investment professionals spend significant amooftisne meeting with a company's management andatipg personnel, visiting plants and
facilities and speaking with customers and supglieorder to understand the opportunities andréssociated with the proposed investment.
Our investment professionals also use the seratestside accountants, consultants, lawyers, invest banks and industry experts as
appropriate to assist them in this process. Thaealdigence practices are monitored by our eguitgstment committee, which must approve
an investment before it may be made, and oftenigeamportant insights for creating value oncerarestment is completed.

Building a Successful Busine

Once an investment is made in a portfalimpany, we and our outside consultants closely taottie company's performance with the
objective of driving growth, enhancing profitabjliand optimizing long-term value for sharehold& work closely with management teams
to define strategic priorities and develop opepbndgets and encourage our portfolio compani@sv&st for future competitiveness, improve
operating efficiencies, make strategic acquisitiang incentivize employees by giving them ownershifhe business. We establish clear
monitoring guidelines to measure a portfolio compaperformance and frequently meet with membersafiagement to review the
company's financial and operating results andegiatpriorities. Our investment teams and the marsagf our portfolio companies appear
before our portfolio management committee at regualkervals to report on their progress and to ukisgpotential areas of concern and prop
solutions for addressing any issues that are ifiledti
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Realizing Investmen

We have developed substantial expertisecfalizing private equity investments. From ourjpiton through June 30, 2007, we generated
approximately $56.5 billion of cash proceeds fréwa $ale of our portfolio companies in initial pabdifferings, secondary offerings,
recapitalizations and sales to strategic buyerseWhe exit an investment, our objective is to strrecthe exit in a manner that optimizes
returns for investors and, in the case of publicdged companies, minimizes the impact that thehesd on the trading price of the company's
securities. We believe that our ability to succalbsiealize investments is attributable in parthe strength and discipline of our portfolio
management committee and our longstanding reldtipasvith corporate buyers and members of the invest banking and investing
communities.

Traditional Private Equity Funds
Overview

Most of the private equity funds that wesgor and manage have finite lives and investmenbgs. These funds are organized as limited
partnerships and are controlled by a general paffumd investors are limited partners who agresturibute capital to the fund from time to
time for use in qualifying investments during theestment period, which generally lasts up to garg depending on how quickly we are able
to deploy the capital. Each fund's general patigentitled to a carried interest that allocates 0% of the net profits realized from the fund's
investments. The instruments governing our tradgigrivate equity funds include clawback provisidhat require the general partner of a
fund to repay any excess amounts previously reddiveespect of its carried interest if, upon ldgtion of the fund, the general partner has
received carried interest distributions in excefsh® amount to which it is entitled under the goweg documents of the fund. This feature
operates only with respect to the investments dhdividual fund and does not provide for nettirfggains and losses across funds.

We enter into management agreements witliraditional private equity funds pursuant to whige generally receive management fee
exchange for providing the funds with managemedtather services. These management fees are daltidased on the amount of capital
committed to a fund during the investment period trereafter on the cost basis of the fund's imeests, which causes the fees to be reduced
over time as investments are liquidated. These genant fees are paid by our fund investors, wheggly contribute capital to the fund in
order to allow the fund to pay the fees to us. fDads generally allocate management fees acrosgdodl investments and, as and when an
investment generates returns, 20% of the allocatmthgement fee is deducted from the carried irttdraswe would otherwise receive.

We also generally enter into monitoringesgnents with our portfolio companies pursuant tictvive receive periodic monitoring fees in
exchange for providing them with management, cdimgulnd other services, and we typically receraagaction fees from portfolio
companies for providing them with financial advisand other services in connection with speciimsactions. In some cases, we may be
entitled to other potential fees that are paid fyn@estment target when a potential investmenbisconsummated. The terms of our fund
documents typically require us to share a portioany monitoring, transaction and other potengad that are allocable to a fund with fund
investors in the form of a management fee reductiter reduction for certain expenses. These managefee reductions typically amount to
80% of the amount of the monitoring, transactiod ather potential fees that are reasonably allectbh fund.

In addition, the governing agreements aftoaditional private equity funds enable investorghose funds to reduce their capital
commitments available for further investments, onravestor-by-investor basis, in the event certkéry persons" in our investment funds (for
example, both of Messrs. Kravis and Roberts) gdliyerease to actively manage the fund. The occueed such an event with respect to any
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of our traditional private equity funds would likghave a significant negative impact on our reveme¢income and cash flow.

Because fund investors typically are uringllto invest their capital in a fund unless thedis manager also invests its own capital in the
fund's investments, our private equity fund docuteigenerally require the general partners of aditional private equity funds to make
minimum capital commitments to the funds. The ant®wh these commitments, which are negotiated by favestors, generally range from
2% to 3% of a fund's total capital commitmentsi@alfclosing. When investments are made, the gépartner contributes capital to the fund
based on its fund commitment percentage and acjaicapital interest in the investment that issutject to a carried interest. Historically,
these capital contributions have been funded vdaghdrom operations that otherwise would be digté to our principals and by our
principals. In addition, our principals and certather qualifying employees are permitted to invaext have invested their own capital in side-
by-side investments with our private equity fun8isle-by-side investments are investments madeesame terms and conditions as those
available to the applicable fund, except that treéde-byside investments are not subject to managemenbfesarried interest. In connect
with the Reorganization Transactions, we will netatlocated any of the capital contributions magléhle general partners of our funds prior to
the completion of the Reorganization Transactiondstais offering or any returns generated on tromsgributions. We will, however, be
required to fund the general partners' obligatieith respect to future investments and we will reldovestment income to the extent that tf
investments generate profits. In addition, we wilt acquire any interest in any side-by-side inwestts in our portfolio companies that our
personnel have made alongside our funds.

To the extent investors in our private ggfunds suffer losses resulting from fraud, gnesgligence, willful misconduct or other similar
misconduct, investors may have remedies againstwigrivate equity funds, our principals or ouil@tes under the federal securities law and
state law. While the general partners and investmevisers to our private equity funds, includihgit directors, officers, other employees and
affiliates, are generally indemnified by the priva&iquity funds to the fullest extent permitted & Wwith respect to their conduct in connection
with the management of the business and affaimipprivate equity funds, such indemnity does mxtémd to actions determined to have
involved fraud, gross negligence, willful miscontioc other similar misconduct.

The table below presents information a3usfe 30, 2007 relating to the traditional privajeity funds that we will acquire an interest ir
part of the Reorganization Transactions. This dats not reflect acquisitions or disposals of ihwesits, changes in investment values or
distributions occurring after June 30, 2007.

As of June 30, 200°

Outstanding

Amount Investments
Investment Period
Fair
Value
Allocable
to
% Committed General
Commencement End by General Invested Remaining Fair Partner
Private Equity Fund Date(1) Date(2) Committed(3) Partner by Fund Realized(4) Cost(5) Value(6) @)
($ in millions)
Asian Func — — 4,00( 2.5% — —
2006 Func 9/2006 9/2012 16,62¢ 2.3% 1,578.: — 1,578.. 1,578.. 37.1
European Fund | 11/2005 11/2011 5,67( 2.1% 3,975.¢ 35.4 3,975.¢ 4,389.! 176.(
Millennium Fund 12/2002 12/2008 6,00( 2.5% 5,886.¢ 4,357.t 5,133.. 7,467.. 651.%
European Fun 12/1999 12/2005 3,08t 3.2% 3,085.¢ 3,992.: 1,674.7 4,340.& 653.7

(1) The commencement date represents the date on wigicdeneral partner of the applicable fund was fierdnby the fund's governing
agreement to begin making investments on behatefund.

(2)  The end date represents the date on which the @jgraetner of the applicable fund was requiredh®/fund's governing agreement
cease making investments on behalf of the fund.
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(3) The amount committed represents the aggregateatapinmitments to the fund, including capital cortim@nts by thir-party investor:
and the general partner.

4) The amount realized represents the amount of d¢agitaally realized by the fund through dispositafrinvestments as of June 30,
2007.

(5) Cost represents the amount of capital investedthé@wpplicable fund to acquire its unrealized angalizved investments, excluding d
issued by companies acquired by the applicable.fund

(6) Fair value represents our determination of thevaiue of the applicable fund's realized and uizedlinvestments. Please see "Private
Equity Valuations and Related Data" for a discussibthe valuation methodologies we employ in mglsach determinations.

©) Fair value applicable to general partner represhatsportion of a fund's fair value that is allblsato its general partner as a result of
(i) the general partner's capital commitment tofthel and (i) the general partner's right to aadrinterest.

Asian Func

The Asian Fund is our newest private edfuithd and was formed to make private equity investis in Asia. The fund held its final
closing in the third quarter of 2007 with an ag@tegof $4.0 billion of capital commitments from élimvestors, including a $100 million
commitment from the fund's general partner and@b3$8illion commitment from our private equity-orted permanent capital fund.

The investment period for the fund will cmence on the date of the fund's first investmedtwifi remain open for a period of up to six
years, unless terminated earlier in accordancetwétund's governing documen

2006 Fund

The 2006 Fund is one of the largest prieagaity funds ever raised and was formed to makeigr equity investments in the United St:
and Canada, although the fund is permitted to inwpdo 25% of capital in other jurisdictions. Tiuad has an aggregate of $16.6 billion of
capital commitments from fund investors, includa§375 million commitment from the fund's generitper and a $1.975 billion
commitment from our private equity-oriented permarepital fund.

The investment period for the fund commelniceSeptember 2006 and will remain open for aquedf up to six years, unless terminated
earlier in accordance with the fund's governingutheents. As of June 30, 2007, the fund had invebie@l billion of capital in seven
transactions, and the fund had $15.0 billion ofumdied capital commitments that could be used td additional investments. As of that date,
the fund's outstanding investments were diversiiess seven portfolio companies (all of whicheygtivately held) operating in five indus
sectors and had a fair value of $1.6 billion amdst basis of $1.6 billion. Since June 30, 200& ftimd made eight additional private equity
investments with an aggregate transaction valueaye than $135 billion and total equity commitmenit$9.2 billion, including an investment
made alongside the European Fund II.

European Fund |

The European Fund Il was formed to makegbei equity investments primarily in Europe, althouhe fund is permitted to invest in other
jurisdictions (excluding the United States and G@a)aThe fund held its final closing in October 80@t which time it had received
aggregate of $5.7 billion of capital commitmentenfrfund investors, including an approximately $h@flion commitment from the fund's
general partner. Our private equity-oriented pemnacapital fund has acquired a commitment of axprately $100 million in the European
Fund Il through secondary market transactions.
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The investment period for the fund commeniceNovember 2005 and will remain open for a petad up to six years, unless terminated
earlier in accordance with the fund's governingutheents. As of June 30, 2007, the fund had inveb4ed billion of capital in 13 transactions,
and the fund had $1.7 billion of unfunded capitahenitments that could be used to fund additionaéétments. As of that date, the fund's
outstanding investments were diversified acrospdrfolio companies (12 of which were privately d)ebperating in five industry sectors and
had a fair value of $4.4 billion and a cost ba$i$40 billion. Since June 30, 2007, the fund made additional private equity investment
alongside the 2006 Fund with an aggregate tramsactilue of $24.8 billion and a total equity conmmént of $0.7 billion.

Millennium Fund

The Millennium Fund was formed to make ptévequity investments in the United States anda@aralthough the fund was permitted to
invest up to 20% of capital in other jurisdictiofiie fund received an aggregate of $6 billion gfitth commitments from fund investors. The
fund's capital commitments (all but $113 millionvafich have been funded) include a $150 million sotment from the fund's general
partner. Our private equity-oriented permanentteafiind has acquired a commitment of $235 milliothe Millennium Fund through
secondary market transactions.

The investment period for the fund commenioceDecember 2002 and will expire in December 2@08ess terminated earlier in
accordance with the fund's governing documentsinguts investment period, the Millennium Fund lmagested $5.9 billion of capital in 31
transactions through June 30, 2007. As of Jun@@W7, the fund's outstanding investments were slified across 25 portfolio companies (20
of which were privately held and five of which wemeblicly traded) operating in 12 industry sectansl had a fair value of $7.5 billion and a
cost basis of $5.1 billion.

European Func

The European Fund was formed to make piggtity investments primarily in Europe, althotigé fund was permitted to invest in other
jurisdictions (excluding the United States and Gk)aThe fund received an aggregate of $3.1 billibeapital commitments from fur
investors. The fund's capital commitments (all bickh have been funded) include a $100 million cotment from the fund's general partner.
Our private equity-oriented permanent capital faad acquired a commitment of $320 million througbomdary market transactions. The
investment period for the fund commenced in Decerb89 and ended in November 2005 when the furagigad commitments became fully
drawn.

During its investment period, the Europ&and invested $3.1 billion of capital in 14 trartsaws. As of June 30, 2007, the fund's
outstanding investments were diversified acrosss@ortfolio companies (five of which were privatékeld and two of which were publicly
traded) operating in six industry sectors and h&adravzalue of $4.3 billion and a cost basis of&lillion.

Legacy Fund:

The investment period for each of the 1B8id, the 1993 Fund and the 1996 Fund has endeduBe the general partners of these funds
are not expected to receive meaningful proceeas fusther realizations, we will not acquire gengraftner interests in them in connection
with the Reorganization Transactions. We will, hger continue to provide the legacy funds with ngamaent and other services until their
liquidation. While we do not expect to receive magful fees for providing these services, we dobelteve that the ongoing administration of
the funds will interfere with our operations or saws to incur any material costs.

KKR Private Equity Investor:
Overview

KKR Private Equity Investors is an entistéd on Euronext Amsterdam and focused primanlynaking private equity investments
through or alongside our private equity funds bithwhe flexibility to make other types of "opponistic investments," including credit and
public equity investments. Unlike
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our other private equity funds, KKR Private Equityestors has a perpetual investment period andrisidered by to be a permanent capital
vehicle, in that fund investors generally are mittked to have their capital returned, althoughheee adopted a policy to make limited cash
distributions from the fund to allow fund investdospay certain tax liabilities resulting from thend's investments. The closed-ended nature of
the fund allows us to continuously reinvest thedfarcapital as new investment opportunities arise.

The fund consists of an upper-tier limipadtnership, which we refer to as the feeder ftimat, makes all of its investments through a
lower-tier limited partnership, which we refer to the master fund, of which it is the sole limifgdtner. Fund investors consist of limited
partners of the feeder fund and hold interestsessprting approximately $5.1 billion of cash conttibns that the feeder fund received in
connection with the fund's initial capitalizatidbther than amounts used to pay the fund's captaliz costs, the feeder fund contributed
substantially all of these capital contributiongtte master fund for investment following the fundapitalization. The master fund makes
investments for the fund on its own, which we refeas direct investments, and indirectly as atéohpartner of our other funds, which we
refer to as indirect investments.

Management Fees and Carried Inter

The feeder fund and master fund that cosepttie fund are controlled by separate generatgarthat are legally distinct from one
another. The feeder fund general partner genedaly not have an economic interest in the fund.rii&ster fund general partner, on the other
hand, has an economic interest in the fund thadtewtitle it to share in the profits generated by tund's direct investments after the fund's
capitalization costs have been recouped as dedaniger "—Creditable Amount." This economic intéresl consist of:

. a carried interest that generally will allocatdtte master fund general partner 20% of the gainish@alized on direct private
equity investments that are made with fund invesstapital (after any realized losses on otherctipevate equity investments
have been recovered); and

. a carried interest that generally will allocatdtte master fund general partner 20% of the anmea¢ase in the net asset valu
all other direct investments that are made withdfinvestors' capital above the highest net asdaé\a which an amount was
previously received pursuant to the carried interes

Because the general partners of our otlredd are allocated a portion of the gain that ireegated by their investments, the master fund
general partner will not be entitled to a carrietéiest with respect to the fund's indirect investita. However, if the master fund acquires a
partner interest in one of our other funds frorhiedtparty, the amount of carried interest thatrttester fund general partner receives pursuant
to its carried interest may be adjusted to refteatized gains or losses relating to the valudefacquired limited partner interest.

We have entered into a services agreemigntine feeder fund and master fund, their gengaetiners and certain entities that hold the
fund's investments pursuant to which we have ageedovide them with management and other servicesxchange for providing these
services, we generally are paid a quarterly baseagement fee that is equal to approximately onettioaf the sum of (i) 1.25% of the fund's
net asset value up to and including $3 billion {l)sl% of the fund's net asset value in exces3obillion. We are required to reduce the
amount of the base management fees that we chargeytother management fees that the fund paysrinection with its investments and
certain other amounts that we receive in connedtiitin the fund's investments as described under feditable Amount.” The services
agreement provides that we may not be removedeesetivice provider under the services agreemestssnie materially breach the provisions
of the agreement, engage in certain acts of wiltiidconduct or gross negligence, become bankruipisofvent or are dissolved.
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Creditable Amount

The master fund general partner has agregdnerally forego receiving a carried interestlenfund's direct investments until profits on
investments we would be entitled to receive a edriiterest or incentive payment on equal the fucdpitalization costs, which we refer to as
the creditable amount. When calculating the fupdiits for the purposes of this requirement, weengot permitted to take into account the
profits that the fund recorded on temporary investta during the first year of its operations. Utité creditable amount is reached, we have
also generally agreed to reduce the managemetitdeés payable under our services agreement byeofits on the fund's indirect private
equity investments that are allocated to genendhpes of our private equity funds. As of June 3007, $73.0 million of realized profits
generated by the fund's investments had been ededitvards the creditable amount, and the creditatviount had a remaining balance of
$210.7 million.

Investment Agreeme

Because fund investors typically are uringilto invest their capital in a fund unless thedumanager also invests capital in the fund's
investments, we have entered into an investmeeeagent with the fund pursuant to which we haveejte periodically acquire limited
partner interests in the feeder fund in an amoguakto 25% of the pre-tax distributions on thedsrinvestments that are allocated to us or our
affiliates pursuant to a carried interest. As alltesf the investment agreement, we expect to perély acquire newly issued limited partner
interests in the feeder fund from time to timeha future with a portion of the amounts that weshee pursuant to a carried interest that we
receive in connection with the fund's investmehimited partner interests that we acquire purstarie investment agreement are subject to
significant transfer restrictions for a period lofa@e years from the date they are acquired. Thassfér restrictions would preclude us from
liquidating the limited partner interests withohetconsent of the KKR Private Equity Investors &€idnd during their respective restricted
periods.

In addition, in connection with the fundigial capitalization, the master fund generaltpar contributed $10 million to the master fund
and a group of our principals and senior advisorgributed $65 million of cash to the feeder funagkchange for limited partner interests in
the feeder fund. We will not be allocated thesetrioutions in connection with the Reorganizatiomiisactions or any profits generated by
investment.

Investment Activitie

The fund's investment activities focus @ity on making private equity investments, althbbdlge fund has the flexibility to devote a
portion of its capital to opportunistic investmeintother asset classes, including credit and pudguity investments. The fund's current
investment policies and procedures provide folinlrestment of at least 75% of the fund's adjustets in private equity investments, which
may include temporary investments made in conneatith cash management activities, and no more 2386 of the fund's adjusted assets in
opportunistic investments. The fund's "adjuste@@Ssonsist of the master fund's assets lessnioeiat of indebtedness that the master fund
records as a liability in its financial statements.

The feeder fund received approximately $8llion of cash contributions from fund investansconnection with the fund's initial
capitalization, of which approximately $283.7 nuliiwas used to pay the fund's capitalization castsapproximately $4.8 billion was
contributed to the master fund for investment. Ftbemcommencement of the fund's operations on Map006 through June 30, 2007, the
master fund invested $3.1 billion of net capitaBihprivate equity investments and $849.5 millibcapital in opportunistic investments, while
making temporary fixed income investments withfilned's surplus capital. During this period, the taafund generated $559.2 million of net
income and made $41.0 million of distributions, &mel net assets of the master fund that were &lleca fund investors increased by
$518.2 million to $5.4 billion as of June 30, 2007.

Excluding temporary investments, the mafsted's outstanding investments had a fair valu®4o8 billion as of June 30, 2007, of which
51% was attributable to investments in North Amerig9% was
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attributable to investments in Europe and 10% wtaibatable to investments in Asia. The followirapte presents information concerning the
cost basis and fair value of these investmentd tieaate indicated.

As of June 30, 200

Indirect Investments

Direct Investments All Investments
Investment Type Cost Basis Fair Value  Cost Basis  Fair Value Cost Basis Fair Value
($ in millions)

Private equity investmen $ 2312$% 2421% 767 % 934 $ 3,07¢$ 3,35t
Opportunistic investmen

Credit 141 13€ 181 19z 322 331

Public equity 527 584 — — 527 584

Total 2,98( 3,14: 94¢ 1,123 3,92¢ 4,27(
Temporary investmen 1,45¢ 1,45¢ — — 1,45¢ 1,45¢
Total investment $ 443¢3$ 4591 $ 94$ 1127 $ 538:.3% 572

In order to maximize the amount of captitelt is invested by the fund at any time, the mdsted has adopted an over-commitment
approach for making investments. As of June 30728 master fund had entered into contractuahcidbments pursuant to which it had
committed to invest an additional $3.5 billion bétfund's capital in future transactions. Theserndgments consisted of commitments to fund
future capital calls by our other funds in whiclk thaster fund had invested, commitments to malkedaoinvestments in portfolio compani
that our other funds have agreed to acquire, ayairanitment to make a direct co-investment in afpbat company alongside a third-party
fund. The following table presents information ceming these commitments. Whether and when thesenitments will be consummated
depends on a number of factors, some or all of whiay be outside of our control, and we cannotrasgou that any of these commitments
will be funded.

As of June 30, 200

Commitment Type Direct Investments Indirect Investments All Investments

($ in millions)
Private equity commitmen $ 1651 $ 181: $ 3,47(
Credit

We believe the intellectual capital of @aople, our integrated global investment platforrd aur ability to effectively adapt our
investment strategies to market conditions allowousapitalize on investment opportunities at edergl of a company's capital structure.
Commencing in 2004, we began to actively pursue ielestments as a separate asset class and wspomwor and manage a group of private
and publicly traded investment funds that invegnprily in corporate debt investments and managestired finance vehicles. These funds,
which we refer to as credit strategy funds, cutyecwnsist of KFN, a New York Stock Exchange-listibt vehicle and the KKR Strategic
Capital Funds, three side-by-side private credittsgy funds that invest primarily in the debt aodity of performing and distressed
companies, and various debt securitization vehi€es private equity-oriented permanent capitabfulKR Private Equity Investors, has the
flexibility to make debt investments on an oppoistio basis, including investments made throughlongside our credit strategy funds,
although we do not consider it to be part of o@ddrstrategy for management reporting purposes.

As of June 30, 2007, our credit strategydihad approximately $9.3 billion of corporatetdebestments, $11.2 billion of residential
mortgage investments, and $274.0 million of equntiestments. We earn a management fee for managingredit strategy funds based on
amount of capital under management in each funafAsine 30, 2007, our credit strategy funds ha8 B#lion of capital, of which
$1.6 billion is related to KFN and consists of parmant capital and our credit strategy funds culyenainage $6.5 billion in structured finance
vehicles. We have a right to earn management fees f
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managing our structured finance vehicles baseth@mtmount of investments under management withih eahicle.
Credit Experience

We have developed significant expertisdyaiteg the operations, performance and financialditton of companies to determine their
suitability for leverage and related investmentthiir debt. For example, since our inception, weehsponsored transactions that raised more
than $335 billion in initial debt, preferred stoakd other fixed income financing, and our fundsehaequired several financial services
companies with significant fixed income investmpattfolios. In connection with these activities, have gained significant expertise in
managing credit risk and making credit determirredibased on a review of the operations, capitatitres, financial statements, quality of
earning and liquidation values and other factoas #ine relevant to the extension of credit. Addiiby, we have been responsible for
identifying the investment, performing due diligerend determining the appropriate leverage for,camadinating the capital structure of, the
investment.

We commenced our credit investing operationAugust 2004 with the formation of KFN in orderdevelop a permanent capital base,
diversify our operations and capture opportunitiesiake debt investments in fixed income investsientconnection with the formation of
KFN, we hired additional investment professionaithwignificant experience evaluating and managielgt investments, including investme
in corporate loans and debt securities, residemt@tgage investments and other credit productswanbuilt a platform for identifying,
assessing, executing, monitoring and realizing defgstments. In October 2006 we launched the KKk#t&gic Capital Funds, three private
side-by-side credit strategy funds. To continus gibwth, we are currently expanding our debt ajmra in both Europe and Asia.

The table below presents information ratatio the historical performance of our credittetgy funds as of June 30, 2007. We encourage
you to review the cautionary note below for a diggiom of reasons why the future results of ouddrstrategy funds may differ from tt
historical results of our credit strategy funds.

Annualized
Benchmark Return

Merrill
Lynch
Assets Annualized Lehman High
Under Annualized Net Total Aggregate Yield
Fund(1) Inception Management Gross IRR IRR(2) Investments(3) Bond Index Index
($ in millions)
KFN(4)(5) 200< $ 1,610.4 18.9% 16.2% $ 7,145.¢ 3.2%  8.3%
KKR Strategic Capital Funds
(6) 200¢ 1,182 32.¢ 27.¢ 3,388.! 3.C 10.C
Total $ 2,792.¢ $ 10,534.
— ——

(1)  Although our principals have invested their owngo@al capital in our credit strategy funds, we haeemade any direct capital
contributions to those funds as a general partn&rma manager.

(2)  The annualized net IRR represents the return oested equity after giving effect to payments of agement fees, incentive fees ¢
carried interest, as applicable, assumes reinvestofeall distributions and excludes non-investmexpienses. Returns for the KKR
Strategic Capital Funds, which were organized ito@er 2006, have been annualized based on actuahse€from inception through
June 30, 2007 of 20.1%, which compares to acttaing for the Lehman Aggregate Bond Index and tleerii Lynch High Yield
Index of 2.2% and 7.4%, respectively, for the sperod.

3) Total investments include investments held direatlg synthetically through total rate of return pand credit default swaps and also
includes all of the funds' pro rata interest in lioédings of a structured finance entity.
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4 KFN is a registered finance company listed on teevN ork Stock Exchange. KFN's management compakyR Kinancial Advisor:
LLC, has entered into a management agreement étfuind pursuant to which it has agreed to prothégfund with management and
other services. In exchange for providing theseises, KKR Financial Advisors LLC is entitled toceive a monthly base management
fee and a quarterly incentive fee. See "—KFN—Mamnagy@ and Incentive Fees."

(5) Excludes investments by KFN in residential mort-backed securities, which totaled $11.2 billion &3ume 30, 2007. KFN
residential mortgage investment financial resulésreot included in this table as KFN has annourbatit intends to exit the residential
mortgage business, which was the primary drivetsadecision in May 2007 to convert from a REITatpublicly traded LLC. For the
six months ended June 30, 2007, KFN's annualizedrren its raised equity capital invested in resiial real estate investments was
approximately 8%.

(6) The KKR Strategic Capital Funds consist of threke-by-side private credit strategy funds. The managemmamipany to the KKF
Strategic Capital Funds, KKR Strategic Capital Mgeraent, L.L.C., has entered into a management emgngewith the funds pursuant
to which it has agreed to provide the funds witmagement and other services. In exchange for prayitiese services, KKR Strate:
Capital Management, L.L.C. is entitled to receiva@nthly management fee and an annual incentiveSiee "—KKR Strategic Capital
Funds—Management and Incentive Fees." Two of theethide-byside funds in the KKR Strategic Capital Funds wenatge have bet
consolidated by the KKR Group. Although we recaivenagement and incentive fees for managing thesalsskl by the third side-by-
side fund in the KKR Strategic Capital Funds, wendbhold any economic or voting interests in it.

When considering the data presented alymteshould bear in mind that the historical resofteur credit strategy funds are not indical
of the future results that our funds may achiew that the unrealized values presented above midyen@alized in the future. For example, as
described below under "—KFN," in May 2007 KFN comsnated a restructuring plan that will significaralfffect the allocation of the fund's
investments among various asset classes and cophtt its results. In addition, unlike most of puivate equity funds, our credit strategy
funds invest in a wide variety of asset classeschvimay generate a broad range of yields and datise results to differ from time to time
based on relative asset allocations. You shoulnlsde "Private Equity Valuations and Related Dta&a description of how the values in the
table below were calculated.

Debt Investment Approac

Our approach to making debt investmentades on creating investment portfolios that gepeatitactive leveraged risk-adjusted returns
on invested capital by using leverage, allocatiagital across multiple asset classes, selectirfy-gglity investments that may be made at
attractive prices, applying rigorous standardsue diligence when making investment decisions,estlnjg investments to regular monitoring
and oversight and making buy and sell decisionsdas price targets and relative value parameféesemploy both "top-down" and "bottom-
up" analyses when making debt investments. Oudtapn analysis involves a macro analysis of relatisget valuations, long-term industry
trends, business cycles, interest rate expectativedit fundamentals and technical factors toaasgecific industry sectors and asset classes i
which to invest. Our bottorap analysis includes a rigorous analysis of thditfandamentals and capital structure of eachitoeshsidered fc
investment and a thorough review of the impactreflit and industry trends and dynamics and disionavents on such potential investment.

Sourcing and Selecting Investments

We source debt investment opportunitiesubh a variety of channels, including our interthedl generation strategies and our access to ¢
global network of contacts at major companies angarate
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executives, commercial and investment banks, filmhimtermediaries, other investment and advisastiiutions and political leaders. Our
credit strategy funds are also regularly provideith wpportunities to invest in debt that our poifa&companies incur in connection with our
private equity investments. These opportunities tragignificant. As of June 30, 2007, our two drstliategy funds held investments totaling
$1.9 billion in senior and subordinated corporatmk, bridge loans and debt securities of portimdimpanies of our private equity funds.

Due Diligence and the Investment Decis

Once a potential investment has been ifiedtiour credit professionals screen the oppotyuenid make a preliminary determination
concerning whether we should proceed with a dugatite investigation. When evaluating the suitbdf a debt investment, we employ a
relative value framework and subject the investntert rigorous credit analysis. Our review considamong other things, pricing terms,
expected returns, credit structure, credit ratihgstorical and projected financial data, the conmymcompetitive position, the quality and track
record of the company's management team, mardiflistaand industry and company trends. Our creditfessionals use the services of
outside accountants, consultants, lawyers, invastivenks and industry experts as appropriate istabem in the due diligence process and,
when relevant and permitted, leverage the knowledgkexperience of our equity professionals. Thiesediligence practices are monitorec
our debt investment committee, which must approvaaestment before it may be made.

Monitoring Investment

We monitor our portfolios of debt investrteensing daily, quarterly and annual analyses.daily analyses includes morning market
meetings, industry and company pricing runs, ingusbhd company reports and discussions with ouitefvestment professionals on an as-
needed basis. Our quarterly analyses include tygapation of quarterly operating results, recoatidns of actual results to projections, upd
to financial models (baseline and stress casesjeielvs of portfolios of debt by our debt investrheommittee. Our annual analyses involve
preparing annual credit memoranda, conductingnialeaudits and testing compliance with monitoring documentation requirements.

KFN
Overview

KFN is a finance company that commencedaifmns in July 2004 to invest in a broad rangamweéstments. Since its formation, the fund
has issued more than $1.6 billion of common stodktestors through public and private offeringd @ntraded on the New York Stock
Exchange under the symbol "KFN." Although this talpncludes $82.9 million of capital that was admited by our investment professionals
in their personal capacity, our equity in KFN catsisolely of restricted shares and options (remtasy 3.1% of KFN's equity on a fully
diluted basis as of June 30, 2007) received as eayfor management services. While KFN is curremthnaged by us, it is not consolidate
the predecessor combined financial statementsdadlin this prospectus. As described under "—Restring of the Fund from a REIT;
Diversification of Investments," prior to May 4,20 KFN was organized as a REIT, and subsequeviato4, 2007 is organized as a limited
liability company. This change in corporate struetwill permit KFN to invest up to 100% of its instenents in corporate loans and debt
securities and equity securities in the future.
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Management and Incentive Fe

We have entered into a management agreanitnthe fund pursuant to which we have agreegrtwide it with management and other
services. In exchange for providing these servisesare entitled to receive:

. a monthly base management fee of 1.75% that is atedased on the fund's equity (which generalbalsulated as the sum
of: (i) the aggregate net proceeds from the issei@fthe fund's common or preferred shares; (ljssguent to June 15, 2007,
the issuance of trust preferred securities; amdréiained earnings adjusted for stock-based cosgtén); and

. a quarterly incentive fee that is generally eqaahe amount by which the fund's (i) net incomddleincentive fees and stock-
based compensation expenses) per weighted avdraged the fund's common stock for the quarteeeds (ii) an amount
equal to (A) the weighted average price at whi@hftind's common stock was issued multiplied by(B)ethe greater of (1) 2%
and (2) 0.5% plus one-fourth of the average ofitkekly average yield to maturity for 10-year Tragssecurities during the
quarter.

Our management agreement with KFN will endtically be renewed for successive one-year téoltmving December 31, 2007 unless
the agreement is terminated in accordance witteites. The management agreement provides thatititenfiay terminate the agreement only
if:

. the termination is approved at least 180 days poithe expiration date by at least -thirds of the fund's independent direct
or by the holders of a majority of the outstandshgres of the fund's common stock and the ternoimadi based upon (i) a
determination that our performance has been uffsetiisy and materially detrimental to the fund i9rg determination that the
management and incentive fees payable to us afaingsubject to our right to prevent a terminatlny reaching an agreement
to reduce our management and incentive fees), iohndase a termination fee is payable to us; or

. our subsidiary that manages the fund experientelsamge of control" or we materially breach thevisimns of the agreemer
engage in certain acts of willful misconduct orggmegligence, become bankrupt or insolvent odissolved, in which case a
termination fee is not payable to us.

The fund uses structured finance vehidgzrovide term financing for its investments. Imnection with these transactions, we have
entered into collateral management agreementsthatistructured finance vehicles where we earn aagement fee for providing management
services. As of June 30, 2007, we have permanesiiyed approximately $11.6 million in managememisteNe evaluate such waivers on a
quarterly basis and do not expect to waive all snehagement fees in the future.

Investment Activitie

KFN's investment activities have historiigdleen influenced by the fund's election to besthas a REIT. While the fund's investment
guidelines impose limited restrictions on the antafrcapital that the fund may invest in any spe@fset class, industry or investment, in
order to maintain its qualification as a REIT, fbed has been required to invest at least 75%saissets in real estate assets as defined in the
Internal Revenue Code and to generate at leastof5®gross income from real estate sources atehat 95% of its gross income from real
estate sources and other permitted passive sostegsas dividends and interest. Due to thesenagents, the fund historically has held a
significant amount of residential mortgage loand enortgage-backed securities on its statementahtiial condition, while using investments
in corporate debt and equity and applying varyiegrdes of leverage to enhance returns.
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As of June 30, 2007, the fund's investnpemtfolio included multiple asset classes and itdess. The following table presents informat
concerning the amortized cost and fair value of¢hiavestments by asset class as of the date fadica

As of June 30, 200

Amortized
Investment Type(1) Cost Basis Fair Value

($ in millions)

Residential mortgage loans and mort¢-backed securitie $ 11,225.( $ 11,153.(
Corporate loans and debt securi 5,783.( 5,808.(
Commercial real estate loans and debt secu 147.C 147.(
Marketable equity securitie 66.C 68.C
Non-marketable equity securities( 174.( 202.(
Other 977.C 977.(
Total $ 18,372.( $ 18,355.(

1) Investments reflect KFN's pro rata interest in ocogpe loans and debt securities of consolidateliaaéf and synthetic investmer
through total rate of return and credit default gwantracts.

2) Non-marketable equity securities consist primasflyprivate equity investments that the fund has en@dngside our private equity
funds.

Restructuring of the Fund from a REIT; Diversificat of Investment

In May 2007, KKR Financial Corp. consumnabtiee implementation of a restructuring plan punste which shares of common stock in
KKR Financial Corp. were exchanged for common shar&KFN, which became the parent company of KKRaRcial Corp. following the
exchange. The purpose of the fund restructuringte@sovide the fund with the flexibility to reatiate a significant portion of its capital to
non-real estate investments, such as corporats ke debt securities and marketable and non-nadnleetquity investments. Compared to
real estate investments, these types of investnigstterically have generated significantly greatgurns on equity for the fund.

As of June 30, 2007, we estimate that apprately 32% of the fund's raised equity capitabvravested in residential real estate-related
investments, approximately 55% of its raised eqcétyital was invested in non-real estate-relatedstments, excluding marketable and non-
marketable equity securities, and approximately D3%s raised equity capital was invested in meakie and non-marketable equity
securities, including its private equity investneerior the six months ended June 30, 2007, theésfamhualized return on its raised equity
capital invested in residential real estate investi® was approximately 8% and its annualized reatarits raised equity capital invested in its
non-real estate investments, excluding marketaidenan-marketable equity securities, was approxiya@1%. Since the fund's inception and
through June 30, 2007, the fund has not realizgcdyams, losses, or income on its non-marketahléyegecurity investments which consist
primarily of private equity investments.

We are evaluating various alternativestiucing the fund's residential real estate-relmeestments, including allowing our residential
real estate-related investments to pay down imtHaary course or selling residential real estetated investments (which may include the
sale of all or part of the common stock of KKR Fingl Corp.). We believe that, if we were to alltve fund's residential real estate-related
assets to pay down in the ordinary course, théoaslon of capital would occur over three or fgears as our residential real estate-related
investments pay down as a result of both schecarfgattization and prepayments, although it coul@ takger absent other liquidation
strategies. Estimating the prepayment rates omesidential real estate-related investments is défigult because of factors that we cannot
control or accurately predict such as future irgerates and housing prices. The fund will alscsater selling certain residential real estate-
related investments.
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In connection with the restructuring dedsed above and its efforts to reduce its real estdéded investments, KFN announced on August
15, 2007 the sale of approximately $5.1 billiomedgidential mortgage loans and terminated relatemtést rate swaps, which sale resulted in a
net loss to KFN of approximately $40.0 million. Aftthe sale, KFN owned approximately $5.8 billidnmrtgage loans, primarily in the form
of residential mortgage-backed securities. KFNenity finances approximately $5.3 billion of itswaining residential mortgage-backed
securities portfolio through non-recourse assekédsecured liquidity note facilities, and it hasaggregate net equity investment in such
facilities totaling approximately $200.0 millionnGDctober 18, 2007, KFN announced that KKR Findr@@p. consummated the restructu
of its non-recourse asset-backed secured liquiditg facilities. Pursuant to the terms of the regtrring, the maturity date of the notes has
been extended, with approximately 50% of the ppakbalance due on February 15, 2008, and the rémggprincipal balance due on March
13, 2008. KFN expects that charges related toghtucturing of these facilities will total apprmately $250 million for the quarter ended
September 30, 2007.

On August 21, 2007, KFN completed a comstware offering totaling approximately $230.4 miflim which it issued 16 million comm
shares at $14.40 per common share. On Septemb20@4, KFN completed a $270 million common shagéts offering. The maximum
amount of the rights offering, or $270 million, waisrchased and was comprised of approximately #2h8lion from existing shareholders
and approximately $56.6 million from certain of quincipals pursuant to previously announced bagksbmmitments related to the rights
offering. The rights offering (including the baoégtcommitment) resulted in KFN issuing approximate8.75 million common shares at
$14.40 per common share. In the aggregate, thesraffering and common share offering resulted FNKissuing approximately 34.75 million
common shares at $14.40 per common share to gergrces proceeds of approximately $500.4 million.

KKR Strategic Capital Fund:
Overview

The KKR Strategic Capital Funds consisthoée side-by-side private credit strategy fundge KKR Strategic Capital Funds make
investments primarily in corporate debt and maietand non-marketable equity securities. InvestotBese funds consist of equity holders
who had previously contributed an aggregate of $illibn of capital to the side-by-side funds asJahe 30, 2007. These include $87.7 million
of capital contributed by our investment profesalsrin their personal capacity and $175.0 millidreapital contributed by our private equity-
oriented permanent capital fund. The funds wilbpen to additional capital contributions from odésinvestors effective as of October 1,
2007.

Each of the individual funds comprising HiI€R Strategic Capital Funds has a perpetual life mvestment period and is permitted to
reinvest its capital and earnings. Fund investoeseatitled to have their equity returned to thénotigh redemptions of their equity interests
prices based on the relevant individual fund's giteng net asset value) only after the expiratibamw applicable lock-up period or upon the
occurrence of certain other redemption events.ldtle up period is at least 25 months from the adtihe capital contribution in the case of
investors who have agreed to pay higher manageamehincentive fees and 60 months from the datkeotéapital contribution in the case of
investors who have agreed to pay lower fees ariedanterests, as described below. Each indivifiwad generally has the ability to limit the
amount of equity that may be redeemed at any tinietérests representing no more than 15% of tasset value at such time, and fund
investors are required to comply with certain r@ficovisions in order to redeem their equity.

The governing agreements of the KKR Stiiat€gpital Funds enable investors in those fundsitiedraw all or any portion of their capi
accounts, on an investor-by-investor basis, iretrent certain "key persons” in these funds (spdifi, any two of the three lead investment
professionals for the funds, or both of MessrsviGdand Roberts) generally cease to actively mattagéund. The occurrence of
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such an event with respect to any of the KKR Sgriat€apital Funds would likely have a negative ietpan our revenue, net income and cash
flow.

Management and Incentive Fe

We have entered into management agreemahtgeach primary fund comprising the KKR Strate@iapital Funds pursuant to which we
have agreed to provide the primary fund with manag® and other services. Under the managementragreehat we have entered into with
each primary fund (and, in some cases, other dootsg®verning the individual fund), we generallg antitled to receive:

. with respect to investors who have agreed to a @stimlock-up period, (i) a monthly management fest ts equal to 0.1667%
(or 2.0% annualized) of the net asset value ofrtbividual fund that is allocable to those investand (ii) an annual incentive
fee or carried interest that is equal to 20% ofitlteease in the net asset value of the indiviflwadi that is allocable to those
investors above the highest net asset value atwéndncentive fee has previously been paid; and

. with respect to investors who have agreed to a é@timlock-up period, (i) a monthly management fes ts equal to 0.1250%
(or 1.5% annualized) of the net asset value optireary fund that is allocable to those investord éi) an annual incentive fee
or carried interest that is equal to 15% of thedase in the net asset value of the individual finad is allocable to those
investors above the highest net asset value atwardncentive fee has previously been paid.

Our management agreements with the indalilitnds comprising the KKR Strategic Capital Fund$automatically be renewed for
successive one-year terms unless the agreementymiaated in accordance with their terms.

Investment Activitie

The KKR Strategic Capital Funds' governiloguments do not impose any asset diversificaggnirements or limit the amount of capital
that may be invested in a single company, industryeographic region. The funds' investments apeeted to consist primarily of the debt .
equity of performing and non-performing companiesluding leveraged bank loans, high-yield bond$osdinated bonds, mezzanine bonds,
preferred stock and marketable and non-marketapl#gyeinstruments. The funds may also opporturadiifjanvest a portion of its capital from
time to time in other asset classes, such as séatieeassets, other physical assets and risk éramséssumption instruments.

As of June 30, 2007, the funds' outstandingstments primarily consisted of corporate loamd debt securities and marketable and non-
marketables equity securities. These investments digersified across over thirty industries and ha aggregate fair value of $4.2 billion, of
which 77% was attributable to investments in Néktherica, 17% was attributable to investments indperand 4% was attributable to
investments in Asia. The following table presentsimation concerning the cost and fair value esthinvestments.

As of June 30, 2007

Investment Type Cost Basis Fair Value

($ in millions)

Corporate loan $ 3559. $ 3,472,
Corporate debt securiti 695.7 659.7
Marketable equity securitie 2.4 2.5
Non-marketable equity securiti 24.¢ 32.C
Other asset classes| — (7.9
Total $ 42820 $ 4,159.:

(1) Other asset classes consist primarily of crediduleswaps where the KKR Strategic Capital Funde lether purchased or sold
protection.
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Cautionary Note Regarding Historical Fund Performarce

The historical results for our private eguind credit strategy funds included above maybedndicative of the future results that you
should expect from us. In particular, our fundsufa results may differ significantly from theirskorical results for the following reasons:

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

. you will not benefit from any value that was crehite our funds prior to your investment in the coamunits to the extent such
value has been realized;

. the historical returns of our funds and their fetperformance has been and will be affected by ee@onomic factors, includir
factors that may not have been prevalent in thvgerelevant to the return data above;

. in the past few years, the rates of returns of sofwair funds have been positively influenced yuanber of investments th
experienced a substantial decrease in the aveddiady period of such investments and rapid andtsuttial increases in value
following the dates on which those investments weagle, trends and rates of return that are notoégéo continue;

. our funds' returns have benefited from investmemiootunities and general market conditions that matyrepeat themselve
including favorable borrowing conditions in the tetarkets, and there can be no assurance thatuoent or future funds will
be able to avail themselves of comparable investmgoortunities or market conditions or that sudrket conditions will
continue; and

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

New Business Initiatives

Our principal growth strategy throughout éitm's 31-year history has been to expand ousteg private equity business and to enter
attractive new businesses. While most of our regemwth has come from our private equity and dekiviies, we believe significant growth
opportunities exist for developing new businesasre

Public Equity

Although our private equity-oriented perraancapital fund and our credit strategy fundspenenitted to make investments in public
equity, we are currently in the process of expagaior public equity capabilities and operationsiider to take advantage of a larger numb
the investment opportunities that we identify gldpand to further grow and diversify our assetsl@nmanagement. To achieve these results,
we have hired additional investment personnel wdnelspecialized experience in the public equitykeizs:

Public Equity Experienc

Although our funds have historically focdsen private equity and debt investments, we haaeraged investments in public equity
throughout our history. Initially, our public eguiinvestments consisted of minority and structuregstments in public companies that were
made by our private equity funds. More recently, mivate equity-oriented permanent capital fund aar two credit strategy funds have
provided us with more flexibility than traditionptivate equity funds and an additional capital Hasenaking equity investments in public
companies. Using this capital base, we have belent@build a new portfolio of public equity andugty-linked securities that had a market
value of $1.5 billion as of June 30, 2007.
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Public Equity Investment Approa

Our approach to making public equity inmestts generally seeks to leverage the intellectagital developed in the course of our
traditional private equity business and focuseadrtieving attractive multiples of invested capétatl IRRs by selecting fundamentals-driven
investment opportunities, applying rigorous staddaf due diligence when making investment decsiadding value to portfolio companies
where possible, subjecting investments to regulamitaring and oversight and making informed buy aal decisions when realizing
investments. When making public equity investments seek out companies that have management teemare willing to consider our
suggestions, strong business franchises, attragtoxgth prospects, sustainable competitive advastadefensible market positions and the
potential to generate attractive returns. We gélyaiske a long-term approach when investing inljpubquity and avoid making investment
decisions based on short-term market volatility.

Sourcing and Selecting Investments.We believe that our public equity activitiesbét significantly from our private equity busirsess
a result of both the company, industry and marketkedge and experience that we have developeg@gade equity sponsor and the source
of public equity opportunities that our private ggwperations provide. In particular, through @uivate equity activities we periodically
identify opportunities to make suitable public @gunvestments that fall outside the investmenfpgsoof our traditional private equity funds
due to such reasons as the relative size of trestment or the fact that the target may be unwiltmsell control or has elected to pursue an
alternative transaction. Because our private equityessionals and public equity specialists ategrated and share information, resources,
expertise and best practices with one another revalale to leverage these opportunities when wieveeh public equity investment would be
appropriate for a fund that has a broader investmmamdate.

Due Diligence and the Investment Decision.When evaluating the suitability of a public égunvestment, we consider critical busine
financial, tax, accounting, environmental and ldgalies in order to determine whether we shouldged with the investment. Our equity
professionals perform a detailed financial analg§ithe target company and a comprehensive "botipfrand "top-down" review of the target
company and the industry in which it operates. Taigew is often supported by field research artenvappropriate, meetings with
management, operating personnel, customers andienspgnd, at times, visits to plants and faci§iti®ur equity professionals use the services
of outside accountants, consultants, lawyers, tinvest banks and industry experts to assist thetmismprocess. These due diligence practices
are monitored by our equity investment committeleiclv must approve an investment before it may béana

Creating Value. Once a public equity investment has been madeseek to work with the management team when Iplessi
implement strategies that are designed to enhdrarelsolder value. While public equity investmemtsdally do not offer the potential for us
to take an active role in the oversight of manageraad operations of a portfolio company, we bdithat it is possible to drive value by
sharing our ideas, experience and suggestionsmatiagers, particularly with respect to strategiitaitives. We believe that the experience of
our equity professionals, who have direct expegamorking with management teams to improve opegadimd financial performance, helps us
identify areas of potential improvement in a compand provides us with a degree of credibility timareases the willingness of managers to
consider implementing our suggestions.

Monitoring Investments. We monitor public equity investments with tHgextive of detecting changes in underlying busines
fundamentals of portfolio companies as soon agtigedaie. When monitoring an equity investment joudlic company, we conduct regular
reviews of the financial and operating performaotthe company and apply a benchmarking analysisvile use to compare its performance
to the performance of its competitors. When possive seek to meet with management to review thatseof our assessments. We also
monitor events and issues that are important taonepanies in which our funds have made publictggaovestments and the industry sectors
in which they operate.

163




Buy and Sell Discipline. We avoid making buy and sell determinationspfablic equity investments based on short-termtilibjain
market prices. Instead, we make buy and sell dewddbased on achieving price targets, changessindss and industry fundamentals, chat
in our assessment of management credibility, macoomic factors and other relevant consideratiidiise share price of a public company
in which a fund has made an investment declineggaexamine the investment to determine whetheiro@stment thesis is still intact. If the
thesis is still intact but the share price hasided moderately, we may consider the price de@man attractive buying opportunity. If the
thesis is still intact but the share price hasided significantly, we may consider the price deelas creating an opportunity to engage in a
leveraged buyout. If the thesis is not intact, wayroonsider exiting the investment. When we exitiblic equity investment, our objective is
structure the exit in a manner that optimizes etuims and minimizes the impact that the exit lrathe trading price of the company's
securities.

Capital Markets Activities

Capital markets activities represent anoopmity to efficiently increase our available istent capital, capture certain financing fees
otherwise paid to third parties and earn incremengagins on committed capital. We are currentlifjding this business in the United States,
Europe and Asia, which we believe will complememt asset management activities. We launched tlisbusiness initiative in order to
permit us to syndicate a portion of the equity oif portfolio companies, which we believe will help increase the amount of thipdsty capita
that we are able to commit to individual transawsiogrow our third-party assets under managemehtapture additional income streams.
Further, by syndicating a portion of our commiteggliity to a broader investor base, we can avoithgeng in certain investments with large
consortiums of private equity funds, thereby retgjrmore operational and economic control for olwese Over time, we may expand our
capital markets activities in a manner that comggets our other business activities. See "BusinessguRtion."

Syndication and New Product Development

We intend to use our capital markets bussinEimarily to supplement our existing capitakiag capabilities and the underwriting and
advisory services that our funds and portfolio camips currently receive from large investment baiis anticipate that these activities
initially will focus on syndicating a portion ofgéhequity that we commit to provide in our largewate equity transactions to a broader base of
investors, which we believe will enable us to netgieater control over our portfolio companies hatp us capture a greater portion of the
economics that are generated by our private equigstments. Our capital markets professionalsaidlb focus on developing new products
that we believe will allow us to attract new inwastto the various asset classes that we manage.

Principal Investment

We do not intend to make principal investisevith our capital markets business' capitahsriear term. Over time, we may consider
using our capital markets business to buy and setdrrities for investment purposes provided thahawee sufficient regulatory capital to do
In those circumstances, we would expect to act rasr@n investor than as a market-maker. Our abdlitpake principal investments will
depend on our ability to grow the capital of oupital markets business over time. See "—Regulatiomited States—Regulation as a Broker-
Dealer."

Competition

We compete with other alternative assetagars for both investors and investment opporesitDur competitors consist primarily of
sponsors of public and private investment fundsjrimss development companies, investment banksneotial finance companies and
operating companies acting as strategic buyersb&lieve that competition for investors is basedharily on investment performance;
business reputation; the duration of relationshiftk investors; the quality of services
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provided to investors; pricing; and the relativigaaitiveness of the types of investments that lenem or are to be made. We believe that
competition for investment opportunities is basdtharily on the pricing, terms and structure ofragosed investment and certainty of
execution.

Some of the entities that we compete wétlam alternative asset manager have greater fadatexhnical, marketing and other resources
and more personnel than we do, and some of thieesrttiat we compete with when managing creditutalic equity investments may have
longer operating histories, more established w@hatiips or greater experience than we have witherdgo those types of investments. Several
of our competitors also have recently raised, erextpected to raise, significant amounts of capital have investment objectives that are
similar to the investment objectives of our fundhjch may create additional competition for investrhopportunities. Some of these
competitors may also have lower costs of capitdlastess to funding sources that are not avaitahls, which may create competitive
disadvantages for us when sourcing investment ¢ppities. In addition, some of these competitory imave higher risk tolerances, different
risk assessments or lower return thresholds, wtacihd allow them to consider a wider range of inments and to bid more aggressively than
us for investments. Strategic buyers may also ketatachieve synergistic cost savings or revemir@ecements with respect to a targeted
portfolio company, which may provide them with argetitive advantage in bidding for such investments

We expect to compete as a capital marketmbss primarily with investment banks and indélgein broker-dealers in the United States,
Europe and Asia and intend to focus our capitaketaractivities initially on syndicating and undeitmg offerings of our portfolio companies'
securities. While we intend to target customersiwihom we have an existing relationship, we exgeatthose customers will have pre-
existing relationships with our competitors, mamyal of whom will have access to competing se@sitransactions, greater financial,
technical or marketing resources or more estaldisbputations than us. Our lack of an operatintphysas a capital markets business could
make it difficult for us to compete with broker-da, participate in capital markets transactiohsnaffiliated issuers or successfully grow our
capital markets business over time.

Employees

We believe that one of our primary stresgihd a principal reason for our success is thétgaad dedication of our people. As of
June 30, 2007, we employed approximately 400 pegptédwide. The following table presents informaticoncerning these employees by
functional area.

Type As of June 30, 2007
Equity and Credit Professione 152
Finance, Accounting, Human Resources and Informafechnology Personn 10C
Administrative Support Sta 18¢€
Total 43¢
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The following table presents informatiomcerning our most senior investment professiomMéssrs. Kravis and Roberts and the 23 ¢
equity professionals named in the table are redereslsewhere in this prospectus as our "seniacipals” as of June 30, 2007.

Years at
Location Age KKR Committee Membership
Equity and Credit:
Henry R. Kravig New York 63 31 Equity Investment Committe
Debt Investment Committee
Portfolio Management Committe
George R. Rober Menlo Park 63 31 Equity Investment Committe
Debt Investment Committee
Portfolio Management Committe
Equity:
Paul E. Raethe New York 60 27 Portfolio Management Committe
Michael W. Michelsor Menlo Park 55 26 Equity Investment Committe
James H. Greene, . Menlo Park 56 21 —
Perry Golkin New York 53 21 —
Johannes P. Hui London 46 8 Equity Investment Committe
Todd A. Fishel London 41 14 Equity Investment Committe
Alexander Naval New York 41 14 Equity Investment Committe
Jacques Garaialc London 50 4 —
Marc S. Lipschult: New York 38 12 —
Reinhard Gorenflo London 45 5 Portfolio Management Committe
Michael M. Calber Menlo Park 44 7 —
Scott C. Nuttal New York 34 10 Debt Investment Committe
Joseph Y. Ba Hong Kong 35 10 —
Brian F. Carroll New York 35 10 —
Adam H. Clamme Menlo Park 36 10 —
Frederick M. Goltz Menlo Park 36 11 —
Oliver Haarmant London 39 8 —
Dominic P. Murphy London 39 2 —
John L. Pfeffel London 38 6 —
John K. Saer, J New York 50 6 —
Clive Hollick London 61 2 —
David H. Liu Hong Kong 36 1 —
Ming Lu Hong Kong 48 1 —
Credit:
Saturnino S. Fanl San Francisc 47 3 Debt Investment Committe
David A. Netjes San Francisc 48 3 Debt Investment Committe
Ryan J. Marsha New York 39 1
Mark D. Lerdal Hong Kong 48 1

Regulation

Our operations are subject to regulatioth supervision in a number of jurisdictions. Thedleef regulation and supervision to which we
are subject varies from jurisdiction to jurisdictiand is based on the type of business activitglimd. We, in conjunction with our outside
advisers and counsel, seek to manage our busindssparations in compliance with such regulatiod smpervision. The regulatory and legal
requirements that apply to our activities are stiifie change from time to time and may become mesgictive, which may make compliance
with applicable requirements more difficult or erpve or otherwise restrict our ability to condaat business activities in the manner in
which they are now conducted. Changes in applicedgelatory and legal requirements, including cleanig their enforcement, could
materially and adversely affect our business andinancial condition and results of
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operations. As a matter of public policy, the regoity bodies that regulate our business activiresresponsible for safeguarding the integrity
of the securities and financial markets and pratgdhvestors who participate in those marketsamathan protecting the interests of our
unitholders.

United States
Regulation as an Investment Advi

We have not registered as an investmerisadunder the Investment Advisers Act, althoughaneein the process of doing so. After we
register as an investment adviser, we will be suthifefederal and state laws and regulations pilyneatended to benefit the investor or client
of the adviser. These laws and regulations impas@uws requirements that relate, among other thiwgiduciary duties that are owed to
investors and clients, maintaining an effective pbamce program, recordkeeping and reporting regoénts, disclosure requirements,
limitations on agency cross- and principal-tranisast between an investment adviser and its clifiitese laws and regulations generally grant
supervisory agencies and bodies broad administrgtiwers, including the power to limit or restactegistered investment adviser from
conducting advisory activities in the event theiaerfails to comply with those laws and regulasioBanctions that may be imposed for a
failure to comply with applicable legal requiremeirtclude the suspension of individual employeesitadtions on the ability of an investment
advisor to engage in various advisory activitiessigecified periods of time, the revocation of ségitions, other censures and fines.

Regulation as a Brok-Dealer

KKR Capital Markets LLC, one of our subsideés, is registered as a brokizaler with the SEC under the Exchange Act and thighNew
York Securities Commission under New York stateusiéies laws, and is a member of the Financial siduRegulatory Authority, or FINRA.
A broker-dealer is subject to legal requirementgecmg all aspects of its securities businessyiticlg sales and trading practices, public and
private securities offerings, use and safekeepiraystomers' funds and securities, capital strectrgcord-keeping and retention and the
conduct and qualifications of directors, officezmployees and other associated persons. Theseamguits include the SEC's "uniform net
capital rule," which specifies the minimum levelrat capital that a broker-dealer must maintaiguires a significant part of the broker-
dealer's assets to be kept in relatively liquidrfpimposes certain requirements that may havefteet®f prohibiting a broker-dealer from
distributing or withdrawing its capital and subgany distributions or withdrawals of capital bigraker-dealer to notice requirements. These
and other requirements also include rules that Entiroker-dealer's ratio of subordinated debiaitg in its regulatory capital composition,
constrain a broker-dealer's ability to expand itsibess under certain circumstances and imposéaddirequirements when the broker-dealer
participates in securities offerings of affiliatedtities. Violations of these requirements may ltéawcensures, fines, the issuance of cease-and-
desist orders, revocation of licenses or registnati the suspension or expulsion from the secsiiiéustry of the brokedlealer or its officers
employees or other similar consequences by regylatuies.

United Kingdom

Kohlberg Kravis Roberts & Co. Ltd., oneair subsidiaries, is authorized in the United Kiogdunder the Financial Services and Mar
Act 2000, or FSMA, and has permission to engagenamber of corporate finance activities regulateder FSMA, including advising,
dealing as principal or agent and arranging deatelation to certain types of investments. FSMA eglated rules govern most aspects of
investment business, including sales, researchradiohg practices, provision of investment advim@porate finance, use and safekeeping of
client funds and securities, regulatory capitatprd keeping, margin practices and procedurespappstandards for individuals, anti-money
laundering, periodic reporting and settlement pdoces. The Financial Services Authority is resplolesior administering these requirements
and our compliance with them. Violations of thesguirements may result in
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censures, fines, imposition of additional requirateginjunctions, restitution orders, revocatiomardification of permissions or registrations,
the suspension or expulsion from certain "contbflenctions"” within the financial services industifyofficers or employees performing such
functions or other similar consequences.

Other Jurisdictions

KKR Private Equity Investors, our privatguéy-oriented permanent capital fund, is licenasd Guernsey closed-end fund and is subject
to the ongoing supervision of the Guernsey Findr@avices Commission, the Netherlands Authoritytfe Financial Markets and the
Luxembourg Commission de Surveillance du Sectenargier. Under applicable legal requirements, timel fis required to give written notice
to the Guernsey Financial Services Commissionspeet of the occurrence of certain matters relatre fund, including a change in our |
as the fund's service provider or a change ingbddr fund's governing documents or general partner

One of the KKR Strategic Capital Fundssigulated as a mutual fund by the Cayman Islandseidoyn Authority. As a regulated mutual
fund, the fund is required to comply with certaggistration, filing, information delivery and naticequirements and is subject to the ongoing
supervision of the Cayman Islands Monetary Autlyoiihe Cayman Islands Monetary Authority may subgeregulated mutual fund to spec
audits and require the fund to provide accessftonmation or records from time to time. Failurecmmply with requests by the Cayman Isla
Monetary Authority may result in substantial firmsmay result in the Cayman Islands Monetary Authi@pplying to a court to have the fund
terminated.

Properties

Our principal executive and administratbfices are located in New York. We maintain addiil offices in Menlo Park, San Francisco,
London, Paris, Hong Kong and Tokyo. The followiagle presents information concerning these prageerti

As of June 30, 200

Location Area Lease Expiration Date

(square feet)

New York 63,17( 4/201(-12/2014
Menlo Park 33,49¢ 8/200¢-3/2011
San Francisc 25,07¢ 7/2016

London 18,32¢ 3/201¢10/2018
Paris 4,75¢ 10/2011

Hong Kong 9,78¢ 9/200¢-12/2011
Tokyo 8,017 3/200¢-12/2016

We believe that our facilities are adequateus to conduct our business activities. Albaf office space is leased. The most significant
terms of the lease arrangements for our officeespae the length of the lease and the amount aktite Our leases have terms varying in
duration. The rent payable under our office leasges significantly from location to location asesult of differences in prevailing market
conditions in different geographic locations. Wendt believe that any single office lease is mated our business, results of operations or
financial condition. In addition, we believe théseadequate alternative office space availableegptable rental rates to meet our needs,
although adverse movements in rental rates in soarkets may negatively affect us when we enterrieto leases.

Legal Proceedings

From time to time, we are involved in vaisdegal proceedings, lawsuits and claims incideatthe conduct of our business. We believe
that any liability that could be imposed on us @mgection with the disposition of such proceedifmgwsuits and claims would not have a
material effect on our business, results of openaticash flows or financial condition.
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MANAGEMENT
Directors and Executive Officers

As is commonly the case with limited parshgps, our partnership agreement provides fontheagement of our business and affairs by a
general partner rather than a board of directous.Managing Partner which serves as our sole gepartmer has a board of directors that is
responsible for the oversight of our business dfaira and executive officers that are authorizgdhe board to act on behalf of our Managing
Partner in its capacity as our general partneorRoi the closing of this offering, we expect thaee additional, independent directors will be
appointed to the board of directors of our Manadragtner so that a majority of the board of diretaill consist of independent directors.

The following table presents certain infatian concerning the board of directors and exeeutfficers of our Managing Partner.

Name Age Position with Managing Partner
Henry R. Kravis 63 Co-Chief Executive Officer and (-Chairmar
George R. Rober! 63 Co-Chief Executive Officer and (-Chairmar
William J. Janetsche 45 Chief Financial Office!

Henry R. Kravis co-founded KKR in 1976 and serves as Co-ChairmanGoChief Executive Officer of our Managing Partne
Currently, he participates in all the investmentwties of our business and serves on the Equityestment, Debt Investment and Portfolio
Management Committees. He is also a member ofdhedbof directors of Legrand, KKR Private Equitydstors and Accel-KKR Company.
Prior to founding KKR, Mr. Kravis was a Partnertire Corporate Finance Department of Bear Stear@@&pany, where he pioneered the use
of leverage in acquisitions. He earned a B.A. f@laremont McKenna College, and an M.B.A. from CabianGraduate School of Business.

George R. Robertsco-founded KKR in 1976 and serves as Co-ChairmanGorChief Executive Officer of our Managing Partne
Currently, he participates in all the investmentwties of our business and serves on the Equityestment, Debt Investment and Portfolio
Management Committees. He is also a member ofdbedof directors of KKR Private Equity InvestorglaAccel-KKR Company. Prior to
founding KKR, Mr. Roberts was in the Corporate Fice Department of Bear Stearns & Company, whetegebame a partner at 29 and where
he pioneered the use of leverage in acquisitioese&tned a B.A. from Claremont McKenna College,@dd. from the University of
California (Hastings) Law School.

William J. Janetschekjoined our firm in 1997 and serves as Chief FinahOifficer of our Managing Partner. Prior to joigins, he was
Tax Partner with the New York office of Deloitte Bouche LLP. Mr. Janetschek was with Deloitte & Tioedor 13 years. He holds a B.S. fi
St. John's University and an M.S., Taxation, framed’University, and is a Certified Public Accountan

Managing Partner Board Structure and Practices

Matters relating to the structure and pcastof our Managing Partner's board of directoesgmverned by provisions of our Managing
Partner's limited liability company agreement amel Delaware Limited Liability Company Act. The fmlNing description is a summary of
those provisions and does not contain all of tii@mation that you may find useful. For additioirgbrmation, you should read the copy of
Managing Partner's amended and restated limitbditiacompany agreement that has been filed asxduibit to the registration statement of
which this prospectus forms a part.

Independence and Composition of the Board of Direrst

Upon the completion of this offering, wepext our Managing Partner's board of directors eulisist of five directors. While we are
exempt from New York Stock Exchange rules relatmgoard independence, our Managing Partner intendsintain a board of directors t
consists of at least a majority of directors whe iadependent under New York Stock Exchange rdkeging to corporate governance matters.
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Election and Removal of Director

The directors of our Managing Partner mayelected and removed from office only by the \afta majority of the Class A shares of our
Managing Partner that are then outstanding. Eardopeelected as a director will hold office untdaccessor has been duly elected and
qualified or until his or her death, resignatiomr@moval from office, if earlier. Class A sharelaisl are not required to hold meetings for the
election of directors with any regular frequencyl amay remove directors, with or without cause st time.

All of our Managing Partner's outstandingss A shares are held by our senior principalslddiour Managing Partner's limited liability
company agreement, each Class A share is non-graid$ without the consent of the holders of a nitgjof the Class A shares that are then
outstanding and each Class A share will autom#yitel redeemed and cancelled upon the holder'$ déiaability or withdrawal as a member
of either our Managing Partner or KKR Holdings. dpgbe completion of the offering, Henry Kravis @Adorge Roberts, the Managing
Partner's Co-Chairmen and Co-Chief Executive Officeill collectively hold Class A shares represemt % of the total voting power of the
outstanding Class A shares. While neither of thetimg alone will be able to direct the electioremoval of directors, they will be able to
control the composition of the board if they agéther. While Messrs. Kravis and Roberts histolfdahve acted with unanimity when
managing our business, they have not entered imt@greement relating to the voting of their Classhares following the completion of this
offering. See "Security Ownership."

Limited Matters Requiring a Class B Shareholder \é&

Through our subsidiaries, we will hold vigfiinterests in the general partners of a numbérrafs that were formed outside of the United
States. Under our Managing Partner's limited ligbdompany agreement, our Managing Partner's bofditectors will be required to inform
the holders of our Managing Partner's Class B shafrany matter that is submitted to a vote ofttbklers of such voting interests and to cause
any voting interests that we hold through subsiegato be voted in accordance with directions remkfrom the holders of a plurality of the
Class B shares providing such instructions. Ourggpials, including Messrs. Kravis and Roberts,extilzely hold 100% of our Managing
Partner's outstanding Class B shares. See "Se€@uitership.”

Action by the Board of Director

Our Managing Partner's board of directoay take action in a duly convened meeting in wlicuorum is present or by a written
resolution signed by all directors then holdinga#f When action is to be taken at a meeting obtheerd of directors, the affirmative vote of
two-thirds of the directors then holding officeréqjuired for any action to be taken other than wasgpect to a matter in which a director has an
interest. A matter in which a director has an ies¢rif considered at a meeting of the board afadors, may be decided by the vote of two-
thirds of the disinterested directors then holdiffice to the extent that the interested directmstains from voting on the matter.

Board Committee:

Prior to the completion of this offeringewexpect that our Managing Partner's board of @ireavill establish an audit committee, a
conflicts committee, a nominating and corporateggoance committee and an executive committee thladperate pursuant to written chart
as described below. Because we are a limited pahipe our Managing Partner's board is not requinelew York Stock Exchange rules to
establish a compensation committee or to causmitsnating and corporate governance committee msisbsolely of independent directors or
to meet other substantive New York Stock Exchamgparate governance requirements. While the bodtastablish a nominating and
governance committee, we intend to rely on avalaxemptions concerning the committee's compositimhmandate.
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Audit Committet

Our Managing Partner's board of directoitsestablish an audit committee that will be respible for assisting the board of directors in
overseeing and monitoring: (i) the quality and gmity of our financial statements; (ii) our compie with legal and regulatory requirements;
(i) our independent registered public accounfiing’s qualifications and independence; and (i@ prerformance of our independent registered
public accounting firm. The members of the audihadttee will be required to meet the independemaedards for service on an audit
committee of a board of directors pursuant to Rila-3 under the Exchange Act and New York StockHaxge rules relating to corporate
governance matters, and the charter for the aodindgttee will comply with those requirements.

Conflicts Committee

Our Managing Partner's board of directaitsegtablish a conflicts committee that will bespensible for reviewing specific matters that
the board of directors believes may involve a dohéf interest. The conflicts committee will detgne if the resolution of any conflict of
interest submitted to it is fair and reasonableubpartnership. Any matters approved by the cotsficommittee will be conclusively deeme
be fair and reasonable to our partnership and botach of any duties that may be owed to our ohdtrs. In addition, the conflicts committee
may review and approve any related person tramsegctother than those that are approved pursuanirtcelated person policy, as described
under "Certain Relationships and Related Party Saetions—Statement of Policy Regarding TransactidgtisRelated Persons," and may
establish guidelines or rules to cover specifiegaties of transactions. The members of the caaftiommittee will be required to meet the
independence standards for service on an audit dteenof a board of directors pursuant to Exchafigeand New York Stock Exchange ru
relating to corporate governance matters.

Nominating and Governance Commit

Our Managing Partner's board of directoitsegtablish a nominating and governance committe¢ will be responsible for identifying
and recommending candidates for appointment tbdaed of directors and for assisting and advisirgglioard of directors with respect to
matters relating to the general operation of therth@nd corporate governance matters.

Executive Committe

Our Managing Partner's board of directoitsestablish an executive committee that will aghen necessary, in place of our Managing
Partner's full board of directors during periodsvimich the board is not in session. The executoraroittee will be authorized and empowered
to act as if it were the full board of directorsowverseeing our business and affairs, except thdll inot be authorized or empowered to take
actions that have been specifically delegatedhierdboard committees or to take actions with resigedi) the declaration of distributions on
our units; (i) a merger or consolidation of ourtparship with or into another entity; (iii) a salease or exchange of all or substantially all of
our assets; (iv) a dissolution of our partnershipany action that must be submitted to a votewfManaging Partner's unitholders or our
unitholders; or (vi) any action that may not beedgited to a board committee under our Managing&stlimited liability company agreem
or the Delaware Limited Liability Company Act. Wepect that the executive committee will consisMefssrs. Kravis and Roberts.

Compensation Committee Interlocks and Insider Parttipation

Because we are a limited partnership, candfjing Partner's board of directors is not reqduieNew York Stock Exchange rules to
establish a compensation committee. Our foundeesské. Kravis and Roberts, will serve as Co-Chairafehe board of directors of our
Managing Partner. For a description of certainda@tions between us and our founders, see "C&tdationships and Related Party
Transactions."
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Executive Compensation
Compensation Discussion and Analysis

A primary objective of many companies witksigning executive compensation arrangementsdesto align the interests of top
executives with the interests of shareholders. ps\ate firm, one of our fundamental philosopHies been to align the interests of our people
with the interests of our fund investors. We hameght to achieve such an alignment in the pasugirahe investment of a significant amount
of our own capital and the capital of our princgpel and alongside of the funds that we managetemdwnership by our principals of interests
in the general partners of our funds that entitésrt to a portion of the carried interest that weeinee with respect to fund investments.

As a result, our Managing Partner's Co-Chiecutive Officers and our other senior principhhve not been paid any salary or bonus anc
have instead received only cash distributions speet of their ownership interests in the genesainers of our funds and investments that they
have made in or alongside our funds. Our Managargner's Co-Chief Executive Officers and our otbemior principals also receive
distributions in respect of their ownership intéséa the management companies of our funds, wégch management, transaction, monitol
incentive and other potential fees. While certantividuals who are not senior principals, includmg Managing Partner's Chief Financial
Officer, receive salaries and bonuses, the compienstat they have been paid has been signifigdrstted on the performance of our funds'
investments and our management companies anditidigsigluals generally have derived a substantiabant of their financial benefits
through their ownership interests in the generahgas of our funds and investments that they masee in or alongside our funds. In addition,
in establishing compensation for our Managing RalsrChief Financial Officer, we have taken into@mt his performance for prior years,
length of time he has been with us and his ovemaitribution to our business. Moreover, his ovetalhpensation is significantly performance-
based, which we believe aligns his interests withihterests of our fund investors.

We believe that our philosophy of alignithg interests of our principals with the interesfteur fund investors through equity ownership
has been an important contributor to the growtharatessful performance of our firm. Because webelthat such an approach will further
our goal of creating long-term value for our unlthers, we intend to continue to adhere to thisqauiphy when designing compensation
arrangements as a public company. Following therioffj, our principals will hold equity interestsanr business through KKR Holdings and,
as a result, will receive financial benefits froor dusiness in the form of distributions and paytseaceived from KKR Holdings and the
appreciation in the value of the Group Partnersinips that KKR Holdings owns.

Our Managing Partner's board of directotsrids to review our compensation policies per@ldicWhile the board of directors does not
have any plans to modify the compensation philogaptarrangements described above, its directogsmeke changes to the compensation
policies and decisions relating to one or moreviidials based on the outcome of such a review.

Summary Compensation Tab

The following table presents summary infatimn concerning compensation that we paid or actfar services rendered by our three
executive officers, consisting of our two Co-CHiefecutive Officers and our Chief Financial Officerall capacities during the fiscal year
ended December 31, 2006. We refer to these indalsdn other parts of this prospectus as our "naexedutive officers.” As discussed above
under "—Compensation Discussion and Analysis,"Managing Partner's Co-Chief Executive Officersdrisally have not received salary or
bonus and, instead, have received financial benefily through their ownership interests in theggahpartners and management companies of
our funds and investments that they have made @&omgside our funds. While our Managing Partn@Hgef Financial Officer has received a
salary and bonus, the compensation paid to hinb&es significantly based on the performance offonds' investments and he generally has
derived a substantial amount of his financial bi#s¢firough his ownership interests in the gengaainers of our funds and investments that he
has made in or alongside our funds. Cash distdhatto our named executive officers in respectunffiscal and tax year ended December 31,
2006 were $ to Mr. Kravis, $ to Mr. Roberts and $ to Mr. Janetschek.
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Summary Compensation Table

Non-Equity Nongqualified
Stock Option Incentive Plan Deferred All Other
Name and Principal Position Salary Bonus  Awards Awards Compensation Compensation Compensation Total
Henry R. Kravis — — — — — — $ $

Cce-Chief Executive Office

George R. Roberts —_ — — — _ _
Co-Chief Executive Office

William J. Janetschek
Principal Financial Office

Director Compensation

Our Managing Partner was formed on Jun€@67 and has not paid any compensation to itstdire for their board service. Following
the completion of this offering, we intend to lirtfie individuals who receive compensation for theiard service to our Managing Partner's
independent directors. We expect to establish ouestp compensation practices for our Managing Pdstimedependent directors.

Non-Competition, Non-Solicitation and Confidentialty Agreements

In connection with this offering, we wilh&r into a non-competition and non-solicitatiomeggment with each of Messrs. Kravis and
Roberts, our principals, most of our other profesal employees and specified senior administrag@rsonnel. These agreements will
supersede and replace any other non-competitiomaméolicitation agreements with such individudlse contracting employees have also
entered into confidentiality agreements with usicliwill not be replaced. A description of the nrakterms of those agreements is included
under "Certain Relationships and Related Party Saetions—Non-Competition, Non-Solicitation and Gdehtiality Agreements."

2007 Equity Incentive Plan

The board of directors of our Managing Rartintends to adopt the KKR & Co. L.P. 2007 Equityentive Plan, or the 2007 Equity
Incentive Plan, before the effective date of ttifering. The 2007 Equity Incentive Plan will allayg to grant to certain of our employees non-
qualified options, unit appreciation rights, restied common units, phantom restricted common @amitsother awards based on our common
units and Group Partnership units.

IPO Date Equity Awards

At the time of this offering, we intenddeant to our employees who are not principals ajrexgate of restricted common units under
our equity incentive plan, which restricted comnumits will be allocated based on each employeei®sty. We will settle the restricted
common units granted to our non-principal employiegke form of unrestricted common units or intcadolders of restricted common units
will not be entitled to any voting rights with resy to such restricted common units. We refer éséhgrants as "IPO Date Equity Grants."

173




SECURITY OWNERSHIP
Our Common Units and the Group Partnership Units

The following table sets forth the benefi@wnership of our common units and the Grouprieaship units, which are exchangeable for
our common units up to four times each year aftercompletion of this offering on a one-for-oneibasubject to customary conversion rate
adjustments for splits, unit distributions and assifications and compliance with other applicdatdasfer restrictions, by:

. each person known to us to beneficially own moes th% of any class of the outstanding voting s&esrof our partnership;
. each of the directors, director nominees and naemedutive officers of our Managing Partner;
. the directors, director nominees and executiveerff of our Managing Partner as a group.

The numbers of common units and Group Restiip units outstanding and the percentage offtetaleownership before this offering set
forth below are based on common units and Group Partnership units to be issued anstanding immediately prior to the offering
after giving effect to the Reorganization Transawsi The numbers of common units and Group Pattipersits outstanding and the
percentage of beneficial ownership after the affgset forth below are based on commats and Group Partnership units to be
issued and outstanding immediately after the cotigpief the offering and assume that the undervgite not exercise their option to purcl
up to an additional common units fromBeneficial ownership is in each case determinegtoordance with the rules of the SEC.

Group Partnership Units

Common Units and Special Voting Units
Beneficially Ownedt Beneficially Ownedtt Percentage of Combined
Voting
Prior to Offering After the Offering Prior to Offering After the Offering Powertt
Prior to After
Name(1) Number Percent  Number Percent  Number Percent  Number Percent Offering Offering
Henry R. Kravis — — — —
George R. Rober! — — — —
William J. Janetsche — —
Directors, director nominee
and executive officers as a
group (6 persons — —
* Less than 1%.
T Group Partnership units are exchangeable (togetitleithe corresponding special voting units) for oammon units on a o-for-one

basis, subject to customary conversion rate adgstsrfor splits, unit distributions and reclassifions and compliance with applicable
transfer restrictions. See "Certain Relationships$ Related Party Transactions—Exchange AgreemBenéficial ownership of Group
Partnership units reflected in this table has tsi been reflected as beneficial ownership of @ammon units for which such Group
Partnership units may be exchanged.

Tt On any matters that may be submitted to a voteiptiaitholders, the special voting units will prdeitheir holders with a number of
votes that is equal to the aggregate number of isRartnership units that such holders then holdvahentitle such holders to
participate in the vote on the same basis as dthialders. See "Description of Our Partnership Agnent—Meetings; Voting."

(1) The address of each beneficial owner is c/o KKR &gment LLC, 9 West 57th Street, 42nd Floor, NewkYNew York 10019.
Our Managing Partner

Our Managing Partner's outstanding limitalility company interests consist of Class A gsamwhich are entitled to vote on the election
and removal of directors and all other matters lizate not been delegated to the board of directorsserved for the vote of Class B
shareholders, and Class B shares, which are ehtitheote only with respect to the manner in whaci subsidiaries vote any voting interests
that they hold in the general partners of our fymdiunds. Our founders, Messrs. Kravis and Robetitseach own % of the Class A shares
outstanding upon completion of the offering. Allmfr Managing Partner's other Class A shares wiliéld by our other senior principals upon
the completion of the offering. Our Managing Pars€lass B shares will be divided equally among principals, each of whom will hold
less than 10% of the voting power of the Class &a$ None of these shares provide these holddreadnomic interests in our business.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTION S

The forms of the agreements described in thisaeetie filed as exhibits to the registration stagernof which this prospectus forms a
part, and the following descriptions are qualifieg reference to all of the provisions of those agnents

Reorganization Transactions

Prior to the completion of this offeringewvill undertake the Reorganization Transactionrsyant to which KKR Holdings will contribu
to the Group Partnerships the interests in theiestiescribed under "Organizational Structure—@rBartnerships" in exchange for Group
Partnership units. The amount of Group Partnershifs that our existing owners will receive for skdnterests will represent % of the
Group Partnership units that will be outstandingrughe completion of this offering, assuming thegt tinderwriters do not exercise their option
to purchase additional common units from us. Innemtion with the Reorganization Transactions, theu@ Partnerships will make one or
more cash and in-kind distributions to our printspgpresenting substantially all of the cash-onehand certain personal property of the
management company for our private equity fundthdfoffering had occurred on June 30, 2007, wienagt that the aggregate amount of such
distributions would have been $ million. Hower, the actual amount of such distributions délpend on the amount of the management
company's cash-on-hand at the time of the offering.

Exchange Agreement

In connection with the Reorganization Temt®ns, we will enter into an exchange agreeméiht KR Holdings, the entity through
which our existing owners, including Messrs. Kraaigl Roberts, our Managing Partner's co-Chief BkesOfficers, and Mr. Janetschek, our
Managing Partner's Chief Financial Officer will iaheir Group Partnership units, pursuant to whigliR Holdings or transferees of its Group
Partnership units may up to four times each yadrjést to the terms of the exchange agreement)agxgehGroup Partnership units held by
them (together with corresponding special voting)rior our common units on a one-for-one basibjext to customary conversion rate
adjustments for splits, unit distributions and assifications. The Group Partnership units are sidject to applicable transfer restrictions, and
will not be exchangeable before . eleennot yet determined how any such future exclangebe accounted for in our consolidated
financial statements. To the extent that Grouprféaship units held by KKR Holdings or its transfeseare exchanged for our common units,
our interests in the Group Partnerships will beespondingly increased. Any common units receiy@ohusuch an exchange will be subject to
any restrictions that were applicable to the exgeanGroup Partnership units, including any appleatansfer restrictions.

Registration Rights Agreement

Prior to the completion of the offering, wél enter into a registration rights agreementhw{KR Holdings pursuant to which we will
grant KKR Holdings, its affiliates and transfer@ésts Group Partnership units, including Messreals, Roberts and Janetschek, the right,
under certain circumstances and subject to cemtaimictions, to require us to register under theusities Act our common units (and other
securities convertible into or exchangeable or@gable for our common units) held or acquiredhsm. Under the registration rights
agreement, holders of registration rights will h#tve right to request us to register the sale @f tommon units and also have the right to
require us to make available shelf registratiotest@nts permitting sales of common units into tleeket from time to time over an extended
period. In addition, holders of registration rightl have the ability to exercise certain piggykaegistration rights in connection with
registered offerings requested by other holderggiftration rights or initiated by us.
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Tax Receivable Agreement

We and our intermediate holding compangxable corporation for U.S. federal income taxposes, may be required to acquire Group
Partnership units from time to time pursuant to exchange agreement with KKR Holdings. Certairhef Group Partnerships intend to have
elections under Section 754 of the Internal Reveode in effect for each taxable year in which acthange of Group Partnership units for
common units occurs, which may result in an ina@eéaour intermediate holding company's share eftéix basis of the assets of the Group
Partnerships at the time of an exchange of Groum&ahip units. These exchanges are expectedudt ie an increase in our intermediate
holding company's share of the tax basis of thgild& and intangible assets of the Group Partngssiprimarily attributable to a portion of the
goodwill inherent in our business, that would nihteswise have been available. This increase ifbéeis may increase (for tax purposes)
depreciation and amortization and therefore redlie@mount of income tax our intermediate holdiagpany would otherwise be required to
pay in the future. This increase in tax basis mag decrease gain (or increase loss) on futureodigpns of certain capital assets to the extent
tax basis is allocated to those capital assets.

We will enter into a tax receivable agreatngith KKR Holdings requiring our intermediate talg company to pay to KKR Holdings or
transferees of its Group Partnership units, incigdvessrs. Kravis, Roberts and Janetschek, 85%eddnount of cash savings, if any, in U.S.
federal, state and local income tax that the inésliate holding company actually realizes (or isnoleg to realize, in the case of an early
termination payment by our intermediate holding pamy or a change of control) as a result of thisdase in tax basis, as well as 85% of the
amount of any such savings the intermediate holdargpany actually realizes (or is deemed to replisea result of increases in tax basis that
arise due to future payments under the agreeméig.phyment obligation is an obligation of our mbediate holding company and not of
either Group Partnership. We expect our intermediatding company to benefit from the remaining 1&P6ash savings, if any, in income tax
that it realizes. In the event that other of ourent or future subsidiaries become taxable asacatipns and acquire Group Partnership units in
the future, or if we become taxable as a corpangtio U.S. federal income tax purposes, we expgettéach will become subject to a tax
receivable agreement with substantially similamt&rFor purposes of the tax receivable agreemasl, savings in income tax will be
computed by comparing the actual income tax lighdf our subsidiary to the amount of such taxed the intermediate holding company
would have been required to pay had there beenaredse to the tax basis of the tangible and iftiésgssets of the Group Partnerships as a
result of the exchanges of Group Partnership amitshad the intermediate holding company not edtiette the tax receivable agreement. The
term of the tax receivable agreement will commauqen the completion of this offering and will canie until all such tax benefits have been
utilized or expired, unless the intermediate haddiompany exercises its right to terminate theréa@eivable agreement for an amount based or
the agreed payments remaining to be made undagtieement. Estimating the amount of payments tlgtlve made under the tax receivable
agreement is by its nature imprecise, insofar acéhculation of amounts payable depends on atyasfdactors. The actual increase in tax
basis, as well as the amount and timing of any gasunder the tax receivable agreement, will d@yending upon a number of factors,
including:

. the timing of exchang—for instance, the increase in any tax deductiotisvaiy depending on the fair market value, wh
may fluctuate over time, of the Group Partnershijts, which will depend on the fair market valuetlod depreciable or
amortizable assets of the Group Partnerships airtfgeof the transaction;

. the price of our common units at the time of theh@ng—the increase in any tax deductions, as well asathéasis increase
other assets, of the Group Partnerships, is dyrectportional to the price of our common unitshet time of the exchange;

. the extent to which such exchanges are taxablea-éxahange is not taxable for any reason (for im&tain the case of a
charitable contribution), increased deductions mal be available; and
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. the amount, if any, our intermediate holding compigrrequired to pay and the timing of any suchrpest. If our intermediat
holding company does not have taxable income,litnet be required to make payments under theeaarivable agreement for
that taxable year because no tax savings will teen actually realized.

We expect that as a result of the amoutti@increases in the tax basis of the tangibleiadgible assets of the Group Partnerships,
assuming no material changes in the relevant tevaled that we earn sufficient taxable income tdizeahe full tax benefit of the increased
amortization of our assets, future payments urttetax receivable agreement will be substantiad fdayments under the tax receivable
agreement are not conditioned upon our existingesg/rtontinued ownership of us.

The intermediate holding company may teaterthe tax receivable agreement at any time byimgan early termination payment to
KKR Holdings or its transferees, based upon thepretent value (based upon certain assumptiomeitak receivable agreement) of all tax
benefits that would be required to be paid by thermediate holding company to KKR Holdings ortitmisferees. In addition, the tax
receivable agreement provides that upon certaigensy asset sales, other forms of business condisair other changes of control, the
minimum obligations of our intermediate holding quamny or its successor with respect to exchangedaquired Group Partnership units
(whether exchanged or acquired before or after saisaction) would be based on certain assumptiodsiding that our intermediate holding
company would have sufficient taxable income tdyfutilize the increased tax deductions and inaddax basis and other benefits related to
entering into the tax receivable agreement. Indtstsiations, our obligations under the tax redd&agreement could have a substantial
negative impact on our liquidity.

Decisions made by our senior principalthimcourse of running our business, such as wieret to mergers, asset sales, other forms of
business combinations or other changes of comtray, influence the timing and amount of payments @@ received by an exchanging or
selling holder of partner interests in the GroupifRaships under the tax receivable agreementekample, the earlier disposition of assets
following an exchange or acquisition transactioti ggénerally accelerate payments under the taxivabke agreement and increase the present
value of such payments, and the disposition oftagsefore an exchange or acquisition transactidiinverease an existing owner's tax liability
without giving rise to any rights of an existing wev to receive payments under the tax receivableeagent.

Although we are not aware of any issue Wraild cause the IRS to challenge a tax basis &seseour intermediate holding company wiill
not be reimbursed for any payments previously matker the tax receivable agreement if such basieése is successfully challenged by the
IRS. As a result, in certain circumstances, payseatild be made under the tax receivable agreemertess of our intermediate holding
company's cash tax savings.

Group Partnership Agreements

As a result of the Reorganization Transaxstj we will be the sole general partner of KKR dtioldings L.P., and our intermediate
holding company will be the sole general partnekiiR Management Holdings L.P. Accordingly, we wilberate and control all of the
business and affairs of the Group Partnershipstanaligh the Group Partnerships and their subsdiaconduct our business. We will have
unilateral control over all of the affairs and dgon making of the Group Partnerships. Furthermeeecannot be removed as the general
partner of KKR Fund Holdings L.P., and our internagel holding company cannot be removed as the gkpartner of KKR Management
Holdings L.P., without, in either case, the appt@f&KKR Holdings or its intermediate holding commpes. Because our Managing Partner will
operate and control our business, our ManaginghB@stboard of directors and officers will be resgible for all operational and administrat
decisions of the Group Partnerships and the dalajomanagement of the Group Partnerships' business.

Pursuant to the partnership agreementseoGtroup Partnerships, we, as the general partidR Fund Holdings L.P., and our
intermediate holding company, as the general padh€KR Management Holdings L.P., will have thght to determine when distributions
will be made to the holders of Group Partnershiiisuamd the amount of any such distributions. S#stfibution Policy."
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The partnership agreements of the GroummBiahips will provide for tax distributions to thelders of Group Partnership units if the
general partners of the Group Partnerships deterthiat distributions from the Group Partnershipsiid@therwise be insufficient to cover the
tax liabilities of a holder of a Group Partnershipt. Generally, these tax distributions will bexquuted based on our estimate of the net ta
income of the relevant partnership allocable tolaér of a Group Partnership unit multiplied byamsumed tax rate equal to the highest
effective marginal combined U.S. federal, state lacdl income tax rate prescribed for an individoiatorporate resident in New York, New
York (taking into account the nondeductibility afrtain expenses and the character of our income).

The partnership agreements of the GroupnBhips authorize the general partners of theiGRartnerships to issue an unlimited nur
of additional securities of the Group Partnershifth such designations, preferences, rights, poaerdsduties that are different from, and may
be senior to, those applicable to the Group Pashifes units, and which may be exchangeable focoommon units.

Firm Use of Private Aircraft

Certain of our senior principals, includibigssrs. Kravis and Roberts, own aircraft that we for business purposes in the ordinary cc
of our operations. They paid for the purchase e$¢haircraft with their personal funds and beaopdirating, personnel and maintenance costs
associated with their operation. The hourly raled te pay for the use of these aircraft are baseduirrent market rates for chartering private
aircraft of the same type. We paid $6.5 million tloe use of these aircraft during the year endezkBer 31, 2006, of which $ million
was paid to entities collectively controlled by Mes Kravis and Roberts.

Side-By-Side and Other Investments

As described under "Business," because ifvabstors typically are unwilling to invest thempital in a fund unless the fund's manager
invests its own capital in the fund's investmeats, private equity fund documents generally reqgtlieegeneral partners of our traditional
private equity funds to make minimum capital conmants to the funds. The amount of these commitmetich are negotiated by fund
investors, generally range from 2% to 3% of a fadtal capital commitments at final closing. Wihevestments are made, the general partner
contributes capital to the fund based on its fummhmitment percentage and acquires a capital interélse investment that is not subject to a
carried interest. Historically, these capital cinttions have been funded with cash from operatibasotherwise would be distributed to our
principals and by our principals. With respectrtedstments in our private equity portfolio as afidB0, 2007, Messrs. Kravis and Roberts and
their investment vehicles have funded $ liomilof capital contributed by the general partnergards those investments.

In connection with the Reorganization Temt®ns, we will not acquire capital interestsnmastments that were funded by our principals
or others involved in our business prior to thieohg. Rather, those capital interests will beedited to our principals or others involved in
business and will be reflected in our financiatest@ents as a non-controlling interest in a conatdid entity to the extent that we hold the
general partner interest in the fund. Following ¢benpletion of this offering, any capital contritouts that our private equity fund general
partners are required to make to a fund will bed&chby us and we will be entitled to receive olocble share of the gain thereon.

In addition, our principals and certaineatiqualifying employees are permitted to invest hade invested their own capital in sidedige
investments with our private equity funds. Sidedige investments are investments made on the same &nd conditions as those availab
the applicable fund, except that these side-by-sidestments are not subject to management feasarried interest. The cash invested by our
executive officers and their investment vehiclegragated to $34.0 million for the year ended Decan®i, 2006, of which $ million,
$ million and $ million was invested blessrs. Kravis, Roberts and Janetschek, respbctiMeese investments are not included in the
accompanying combined financial statements. Cedbihese individuals also own equity interest&kN, the KKR Strategic Capital Funds
and KKR Private Equity Investors, which they haldai personal capacity on the same terms that heese éxtended to unrelated third-party
investors.
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Indemnification of Directors, Officers and Others

Under our partnership agreement, in mastuoistances we will indemnify the following persptusthe fullest extent permitted by law,
from and against all losses, claims, damages|itiabj joint or several, expenses (including lefg&ls and expenses), judgments, fines,
penalties, interest, settlements or other amowoisManaging Partner; any departing Managing Pgrare/ person who is or was an affiliate
a Managing Partner or any departing Managing Pgramy person who is or was a member, partnemniatters partner, officer, director,
employee, agent, fiduciary or trustee of our padhig or our subsidiaries, the general partnemgrdeparting general partner or any affiliat
us or our subsidiaries, the Managing Partner ordaparting Managing Partner; any person who isas serving at the request of a Managing
Partner or any departing Managing Partner or afiljaéé of a Managing Partner or any departing Mzing Partner as an officer, director,
employee, member, partner, agent, fiduciary otéeisf another person; or any person designatedibianaging Partner. We have agreed to
provide this indemnification unless there has beénal and non-appealable judgment by a courbafigetent jurisdiction determining that
these persons acted in bad faith or engaged id fvawillful misconduct. We have also agreed tovite this indemnification for criminal
proceedings. Any indemnification under these piiowis will only be out of our assets. Unless it otfise agrees, the Managing Partner will
be personally liable for, or have any obligatiorcémtribute or loan funds or assets to us to enable effectuate, indemnification. We may
purchase insurance against liabilities assertemhsigand expenses incurred by persons in connegfitbnour activities, regardless of whether
we would have the power to indemnify the persornreggdiabilities under our partnership agreemeee SConflicts of Interest and Fiduciary
Responsibilities—Fiduciary Duties."

Guarantee of Contingent Obligations to Fund Partnes; Indemnification

Our senior principals, including Messrsaltis and Roberts, have personally guaranteed seweral basis and subject to a cap, the
contingent obligations of the general partnerswfprivate equity funds to repay amounts to funatid partners pursuant to the general
partners' equity clawback obligations. As of JuBeZ007, Messrs. Kravis and Roberts (in each aagethier with related investment vehicles)
had personally guaranteed approximately $ lioniand $ million, respectively, with respéz our funds' clawback provisions. See
"Business—Private Equity Investments—TraditionaV&e Equity Funds—Overview." These guaranteesckvhre limited to the amount of
the actual clawback obligation, will remain outstang following the completion of the Reorganizatibransactions and this offering. As of
June 30, 2007, approximately $1.0 billion of catrieterest previously paid to the general partoéur traditional private equity funds
remained subject to a potential future clawbaclkgaltion. Based on the investment performance otmditional private equity funds as of
June 30, 2007, none of the general partners oéthogls would have had to make any payment unaér @elawback obligation as of such
date. However, in connection with those transastiore will enter into an agreement with each of mensonnel who has entered into such a
guarantee pursuant to which we will agree to indgmasuch person for any liabilities incurred witkspect to the guarantee. This
indemnification will not apply with respect to thegacy funds in which we will not acquire an intgrim connection with the Reorganization
Transactions.

Facilities

Certain of our senior principals are pardria a real-estate based partnership that mam#irownership interest in our Menlo Park
location. Payments made from us to this partnerabgregated $1.8 million for the year ended Decer8ibe2006 of which $ was
allocable to each of Messrs. Kravis and Robertsthai investment vehicles.
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Non-Competition, Non-Solicitation and Confidentialty Agreements

In connection with this offering, we expé&ztenter into a non-competition and non-solicitathgreement with our principals and certain
other personnel. These agreements will supersatieesptace any other non-competition and non-salicih agreements with such individuals.
Each of our employees, whether or not a contragimgloyee under a non-competition and non-solioitagreement, is required, whether
during or after his or her employment with us, totpct and only use "confidential information” iocardance with strict restrictions placed by
us on its use and disclosure pursuant to firm paied a confidentiality agreement entered into biyemployees.

Statement of Policy Regarding Transactions with Relted Persons

Prior to the completion of this offeringetboard of directors of our Managing Partner adbpt a written statement of policy for our
partnership regarding transactions with relatedqes, which we refer to as our related person polair related person policy requires that a
"related person” (as defined as in Iltem 404(a) ejRation S-K) must promptly disclose to our Chiefancial Officer or other designated
person any "related person transaction” (defineahggransaction, arrangement or relationshipedes of similar transactions, arrangements
or relationships, including, without limitation, yatoan, guarantee of indebtedness, transfer oelefeeal estate, or use of company property)
that is reportable by us under Item 404(a) of Ratiph S-K in which we were or are to be a partinipend the amount involved exceeds
$120,000 and in which any related person had drhaile a direct or indirect material interest) atidnaterial facts with respect thereto. Those
individuals will then promptly communicate thatanfnation to the board of directors of our Managiagtner. No related person transaction
will be consummated or will continue without thepagval or ratification of the board of directorsary committee of the board consisting
exclusively of at least three disinterested directti is our policy that directors interested iretated person transaction will recuse themselves
from any vote on a related person transaction iichvthey have an interest.
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CONFLICTS OF INTEREST AND FIDUCIARY RESPONSIBILITIE S
Conflicts of Interest

Conflicts of interest exist and may arisehie future as a result of the relationships betwaur Managing Partner and its affiliates,
including each party's respective owners, on thet@and, and our partnership and our limited pastra@r the other hand. Whenever a potential
conflict arises between our Managing Partner caffiiates, on the one hand, and us or any limfiacner, on the other hand, our Managing
Partner will resolve that conflict. Our partnershigreement contains provisions that reduce andreimour Managing Partner's duties,
including fiduciary duties, to our unitholders. Cpartnership agreement also restricts the remedi@itable to unitholders for actions taken 1
without those limitations might constitute breacbéduty, including fiduciary duties.

Under our partnership agreement, our Margaiartner will not be in breach of its obligatiamgler the partnership agreement or its di
to us or our unitholders if the resolution of themflict is:

. approved by the conflicts committee, although oanlging Partner is not obligated to seek such apfy

. approved by the vote of a majority of the outstagdiommon units, excluding any common units ownedur Managing
Partner or any of its affiliates, although our Mgimg Partner is not obligated to seek such approval

. on terms no less favorable to us than those géndeihg provided to or available from unrelatedtdiparties; ol

. fair and reasonable to us, taking into accountdkadity of the relationships among the partiesoired, including other
transactions that may be particularly favorabladrantageous to us.

Our Managing Partner may, but is not rezplitio, seek the approval of such resolution froenciinflicts committee or our unitholders. If
our Managing Partner does not seek approval frencéimflicts committee or our unitholders and itadobof directors determines that the
resolution or course of action taken with respeche conflict of interest satisfies either of #tandards set forth in the third and fourth bullet
points above, then it will be presumed that in mgkts decision the board of directors acted indyf@ith, and in any proceeding brought by or
on behalf of any limited partner or us or any otberson bound by our partnership agreement, thtepédiringing or prosecuting such
proceeding will have the burden of overcoming spi@sumption. Unless the resolution of a conflictpecifically provided for in our
partnership agreement, our Managing Partner ocdhélicts committee may consider any factors iedetines in good faith to consider when
resolving a conflict. Our partnership agreementjoes that our Managing Partner will be conclusiyedlesumed to be acting in good faith if
our Managing Partner subjectively believes thatdeision made or not made is in the best intecdfdtse partnership.

Potential Conflicts
Conflicts of interest could arise in theiations described below, among others.
Actions taken by our Managing Partner may affectatamount of cash flow from operations to our unitiuers.

The amount of cash flow from operationd thavailable for distribution to our unitholdessaffected by decisions of our Managing
Partner regarding such matters as:

. the amount and timing of cash expenditures, inclydihose relating to compensatis
. the amount and timing of investments and dispasstio
. levels of indebtedness;
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. tax matters
. levels of reserves; ar

. issuances of additional partnership securities.

In addition, borrowings by our partnersai our affiliates do not constitute a breach of dumy owed by our Managing Partner to our
unitholders. Our partnership agreement providesvtieaand our subsidiaries may borrow funds fromManaging Partner and its affiliates on
terms that are fair and reasonable to us. Undepatnership agreement, those borrowings will bented to be fair and reasonable if: (i) they
are approved in accordance with the terms of thengeship agreement; (ii) the terms are no leserfale to us than those generally being
provided to or available from unrelated third pestor; (iii) the terms are fair and reasonablestaaking into account the totality of the
relationships between the parties involved, ineigddther transactions that may be or have beercplay favorable or advantageous to us.

We will reimburse our Managing Partner and its afifates for expenses.

We will reimburse our Managing Partner #&ndaffiliates for costs incurred in managing ampei@ting our partnership and our business.
For example, we do not elect, appoint or employ dirgctors, officers or other employees. All of $eersons are elected, appointed or
employed by our Managing Partner on our behalf. @auimership agreement provides that our ManagarthBr will determine the expenses
that are allocable to us.

Our Managing Partner intends to limit its liabilityegarding our obligations.

Our Managing Partner intends to limit igility under contractual arrangements so thabther party has recourse only to our assets
not against our Managing Partner, its assets @mitgers. Our partnership agreement provides thaaation taken by our Managing Partner to
limit its liability or our liability is not a bredcof our Managing Partner's fiduciary duties, eifeme could have obtained more favorable terms
without the limitation on liability.

Our unitholders will have no right to enforce oblaions of our Managing Partner and its affiliatesnder agreements with us.

Any agreements between us on the one laanttpur Managing Partner and its affiliates onatiesr, will not grant our unitholders,
separate and apart from us, the right to enfore@btigations of our Managing Partner and its iaffs in our favor.

Contracts between us, on the one hand, and our Mgimg Partner and its affiliates, on the other, witlot be the result of arm's-length
negotiations.

Our partnership agreement allows our Mamgfiartner to determine in its sole discretion ampunts to pay itself or its affiliates for any
services rendered to us. Our Managing Partner tsayester into additional contractual arrangemeuitis any of its affiliates on our behalf.
Neither our partnership agreement nor any of thercdgreements, contracts and arrangements betwesnthe one hand, and our Manag
Partner and its affiliates on the other, are ol belthe result of arm’length negotiations. Our Managing Partner will detiee the terms of ar
of these transactions entered into after this ffeon terms that it considers are fair and reaslen® us. Our Managing Partner and its
affiliates will have no obligation to permit ustse any facilities or assets of our Managing Paind its affiliates, except as may be provided
in contracts entered into specifically dealing watich use. There will not be any obligation of Blanaging Partner and its affiliates to enter
into any contracts of this kind.
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Our common units are subject to our Managing Partrgelimited call right.

Our Managing Partner may exercise its rightall and purchase common units as providediimpartnership agreement or assign this
right to one of its affiliates or to us. Our ManagiPartner may use its own discretion, free ofdidry duty restrictions, in determining whether
to exercise this right. As a result, a unitholderyrhave his common units purchased from him atraiesirable time or price. See "Description
of Our Partnership Agreement—Limited Call Right."

We may choose not to retain separate counsel forselves or for the holders of common units.

The attorneys, independent accountantotrets who have performed services for us regarttiisgoffering have been retained by our
Managing Partner. Attorneys, independent accousitamd others who will perform services for us aleded by our Managing Partner or the
conflicts committee, and may perform services far danaging Partner and its affiliates. We mayiresgparate counsel for ourselves or our
unitholders in the event of a conflict of interbstween our Managing Partner and its affiliateshenone hand, and us or our unitholders on the
other, depending on the nature of the conflict,dretnot required to do so.

Our Managing Partner's affiliates may compete witls.

Our partnership agreement provides thatwamaging Partner will be restricted from engagimgny business activities other than
activities incidental to its ownership of interestsus. Except as provided in the non-competitim-solicitation and confidentiality agreeme
to which our principals will be subject, affiliate§the Managing Partner, including its owners, raseprohibited from engaging in other
businesses or activities, including those that mégimpete directly with us.

Certain of our subsidiaries have obligations to istors in our investment funds and may have obligas to other third parties that may
conflict with your interests.

Our subsidiaries that serve as the gemparahers of our investment funds have fiduciary ematractual obligations to the investors in
those funds and some of our subsidiaries may haweactual duties to other third parties. As a ltesie expect to regularly take actions with
respect to the allocation of investments amongrowestment funds (including funds that have diffeérfee structures), the purchase or sale of
investments in our investment funds, the structudhinvestment transactions for those funds, thecg we provide or otherwise that comply
with these fiduciary and contractual obligationmsatidition, our principals have made personal itmests in a variety of our investment funds,
which may result in conflicts of interest amongestors in our funds or our unitholders regardingegtment decisions for these funds. Som
these actions might at the same time adverselgtaffer near-term results of operations or cash .flow

U.S. federal income tax considerations of our pripals may conflict with your interests.

Because our principals will hold their GpoRartnership units directly or through entitiegtthre not subject to corporate income taxation
and we hold Group Partnership units directly thioagsubsidiary that is subject to taxation as aam@tion in the United States, conflicts may
arise between our principals and our partnershgiing to the selection and structuring of investtse Our unitholders will be deemed to
expressly acknowledge that our Managing Partnender no obligation to consider the separate isteref such holders, including among
other things the tax consequences to our uniths|dedeciding whether to cause us to take or dedb take any actions.

Fiduciary Duties

Our Managing Partner is accountable tongsaur unitholders as a fiduciary. Fiduciary dutesed to our unitholders by our Managing
Partner are prescribed by law and our partnerdripesnent. The
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Delaware Limited Partnership Act provides that Delee limited partnerships may in their partnersigpeements expand, restrict or eliminate
the duties, including fiduciary duties, otherwiseenl by a Managing Partner to limited partners &edpartnership.

Our partnership agreement contains vanpasisions modifying, restricting and eliminatirtgetduties, including fiduciary duties, that
might otherwise be owed by our Managing Partner.nHakee adopted these restrictions to allow our MartgBartner or its affiliates to engage
in transactions with us that would otherwise behjisited by state-law fiduciary duty standards amtbke into account the interests of other
parties in addition to our interests when resoldogflicts of interest. Without these modificationsir Managing Partner's ability to make
decisions involving conflicts of interest would kestricted. These modifications are detrimentalitounitholders because they restrict the
remedies available to our unitholders for actidre tvithout those limitations might constitute lrleas of duty, including a fiduciary duty, as
described below, and they permit our Managing Rautim take into account the interests of thirdiparin addition to our interests when
resolving conflicts of interest.

The following is a summary of the materestrictions of the fiduciary duties owed by ourmndging Partner to our unitholders:

State Law Fiduciary Duty Standards Fidnciduties are generally considered to includeldigation to act in
good faith and with due care and loyalty. In theatre of a provision in a
partnership agreement providing otherwise, the déigare would generally
require a general partner to act for the partnprshthe same manner as a
prudent person would act on his own behalf. Inabgence of a provision in a
partnership agreement providing otherwise, the déitgyalty would generall:
prohibit a general partner of a Delaware limitedpership from taking any
action or engaging in any transaction that is nahe best interests of the
partnership where a conflict of interest is pres

Partnership Agreement Modified Standards General

Our partnership agreement contains promgstbat waive or consent to
conduct by our Managing Partner and its affiliatest might otherwise raise
issues about compliance with fiduciary duties qligpble law. For example,
our partnership agreement provides that when ourdgimg Partner, in its
capacity as our Managing Partner, is permitted teequired to make a
decision in its "sole discretion” or "discretion”that it deems "necessary or
appropriate” or "necessary or advisable" then oandying Partner will be
entitled to consider only such interests and facssr it desires, including its
own interests, and will have no duty or obligat{fiduciary or otherwise) to
give any consideration to al
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factors affecting us or any limited partnersJuding our unitholders, and will
not be subject to any different standards imposetth® partnership agreeme
the Delaware Limited Partnership Act or under atheolaw, rule or regulatic
or in equity. In addition, when our Managing Partiseacting in its individual
capacity, as opposed to in its capacity as our MiagaPartner, it may act
without any fiduciary obligation to us or the urdttiers whatsoever. These
standards reduce the obligations to which our MenggBartner would
otherwise be helc

In addition to the other more specific psians limiting the obligations «
our Managing Partner, our partnership agreemettiduprovides that our
Managing Partner and its officers and director$ mot be liable to us, our
limited partners, including our unitholders, origages for errors of judgment
or for any acts or omissions unless there has ad#ral and non-appealable
judgment by a court of competent jurisdiction detiging that the Managin
Partner or its officers and directors acted in faéith or engaged in fraud or
willful misconduct.

Special Provisions Regarding Affiliated Transacs

Our partnership agreement generally pravitiat affiliated transactions



and resolutions of conflicts of interest not invaly a vote of unitholders and
that are not approved by the conflicts committethefboard of directors of @
Managing Partner or by our unitholders must
. on terms no less favorable to us thasdtgenerally being
provided to or available from unrelated third pestior
. "fair and reasonable" to us, taking into accountaotelity of the
relationships between the parties involved (inaigdbther
transactions that may be particularly favorabladwrantageous to
us).

If our Managing Partner does not seek aggdrisom the conflicts
committee or our unitholders and the board of decof our Managing
Partner determines that the resolution or coursetidn taken with respect to
the conflict of interest satisfies either of thargtards set forth in the bullet
points above, then it will be presumed that in mgkts decision, the board of
directors acted in good faith, and in any procegdirought by or on behalf of
any limited partner, including our unitholders,our partnership or any other
person bound by our partnership agreement, th@pénsnging or prosecuting
such proceeding will have the burden of overconsimch presumption. These
standards reduce the obligations to which our MenggBartner would
otherwise be helc
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Rights and Remedies of Unitholders Théaare Limited Partnership Act generally provideastta limited
partner may institute legal action on behalf of plagtnership to recover
damages from a third-party where a general pahastrefused to institute the
action or where an effort to cause a general pattnéo so is not likely to
succeed. In addition, the statutory or case lasoafe jurisdictions may permit
a limited partner to institute legal action on béb&himself and all other
similarly situated limited partners to recover dgesfrom a general partner
for violations of its fiduciary duties to the lirei partners

By purchasing our common units, each uihitiowill automatically agree to be bound by thevigions in our partnership agreement,
including the provisions described above. Thisiiagcordance with the policy of the Delaware LimhiRartnership Act favoring the principle
freedom of contract and the enforceability of parship agreements. The failure of a unitholdeliga sur partnership agreement does not
render our partnership agreement unenforceablastghiat person.

We have agreed to indemnify our Managindriéa and any of its affiliates and any membertrgas tax matters partner, officer, director,
employee, agent, fiduciary or trustee of our paghi®, our Managing Partner or any of our affilsatand certain other specified persons, to the
fullest extent permitted by law, against any andoalses, claims, damages, liabilities, joint oresal, expenses (including legal fees and
expenses), judgments, fines, penalties, interegtements or other amounts incurred by our Marg@iartner or these other persons. We have
agreed to provide this indemnification unless thexe been a final and non-appealable judgmentdoyie of competent jurisdiction
determining that these persons acted in bad faigmgaged in fraud or willful misconduct. We halg&eaagreed to provide this indemnification
for criminal proceedings. Thus, our Managing Partwaild be indemnified for its negligent acts ifriet the requirements set forth above. To
the extent these provisions purport to include mdication for liabilities arising under the Settigs Act, in the opinion of the SEC such
indemnification is contrary to public policy ancetiefore unenforceable. See "Description of Ourrreaship Agreement—Indemnification."
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DESCRIPTION OF OUR COMMON UNITS
Common Units

Our common units represent limited paringgrests in us. Our unitholders are entitled tdigi@ate in our distributions and exercise the
rights or privileges available to limited partnersder our partnership agreement. We will be depsingigon the Group Partnerships to fund
distributions we may make to our unitholders. Asalied under "Distribution Policy," the partnephgreements of the Group Partnership
will provide that until , distribatins from the Group Partnerships, if any, will beedted first to us and our intermediate holding
company until sufficient amounts have been so atkxt to permit us to make aggregate distributioraut unitholders of $ per
common unit on an annualized basis for such yearaFlescription of the relative rights and prefiees of holders of our unitholders in and to
our distributions, see "Distribution Policy." Fodascription of the rights and privileges of lintitpartners under our partnership agreement,
including voting rights, see "Description of Ountited Partnership Agreement."

Unless our Managing Partner determinesrafise, we will issue all our common units in underated form.
Transfer of Common Units

By acceptance of the transfer of our commnoits in accordance with our partnership agreepeath transferee of our common units will
be admitted as a unitholder with respect to thernomunits transferred when such transfer and adniss reflected in our books and records.
Additionally, each transferee of our common units:

. will represent that the transferee has the capguityer and authority to enter into our partnerstgpeement
. will become bound by the terms of, and will be dedrto have agreed to be bound by, our partnergigeaent; and
. will give the consents, approvals, acknowledgemantswaivers set forth in our partnership agreepserah as the approval of

all transactions and agreements that we are egterio in connection with the Reorganization Tramgms and this offering.

A transferee will become a substituted tédipartner of our partnership for the transfem@ehmon units automatically upon the recording
of the transfer on our books and records. Our MengaBartner will cause any transfers to be recoatedur books and records no less
frequently than quarterly.

Common units are securities and are traalske according to the laws governing transfersegiurities. In addition to other rights acquired
upon transfer, the transferor gives the transféregight to become a substituted limited partnesur partnership for the transferred common
units.

Until a common unit has been transferredwnbooks, we and the transfer agent, notwithstenany notice to the contrary, may treat the
record holder of the common unit as the absolutessvfor all purposes, except as otherwise requiseldw or stock exchange regulations. A
beneficial holder's rights are limited solely tosle that it has against the record holder as # fsany agreement between the beneficial o)
and the record holder.

Transfer Agent and Registrar

will serve as reaas and transfer agent for our common units. Y&y rmontact the registrar and transfer agent at the
following address:
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DESCRIPTION OF OUR LIMITED PARTNERSHIP AGREEMENT

The following is a description of the material tarof our limited partnership agreement and is diedi in its entirety by reference to all
of the provisions of our limited partnership agresty which we have included in Appendix A to thisspectus. Because this description is
only a summary of the terms of our limited parthgysagreement, it does not contain all of the infation that you may find important. For
additional information, you should read the limiteartnership agreement included in Appendix A i pinospectus, "Description of Common
Units—Transfer of Common Units" and "Material UF®gderal Tax Considerations.”

Managing Partner

Our general partner, or Managing Partndtmanage all of our operations and activitiesrManaging Partner will be authorized in
general to perform all acts that it determinesdmbcessary or appropriate to carry out our pugpasd to conduct our business. Our Managing
Partner will be wholly-owned by our principals aceftain of our former personnel and controlled by founders. See "Organizational
Structure.” Our unitholders will have only limitedting rights relating to certain matters affectyraur investment and therefore will have
limited ability to influence management's decisioagarding our business.

Organization
We were formed on June 25, 2007 and haergetual existence.
Purpose

Under our partnership agreement we wilpbemitted to engage, directly or indirectly, in dnysiness activity that is approved by our
Managing Partner and that lawfully may be condutied limited partnership organized under Delawane

Power of Attorney

Each limited partner, and each person vdopiges a limited partner interest in accordandé wur partnership agreement, grants to our
Managing Partner and, if appointed, a liquidatgspever of attorney to, among other things, exeantfile documents required for our
qualification, continuance, dissolution or terminat The power of attorney will also grant our Mgimay Partner the authority to amend, and to
make consents and waivers under, our partnershgeament and certificate of limited partnershipeéth case in accordance with our
partnership agreement.

Capital Contributions

Our unitholders will not be obligated to keaadditional capital contributions, except as dbesd below under "—Limited Liability." Our
Managing Partner will not be obliged to make angitzd contributions.

Limited Liability

Assuming that a limited partner does natigi@ate in the control of our business within theaning of the Delaware Limited Partnership
Act and that he otherwise acts in conformity wktk provisions of our partnership agreement, hislitg under the Delaware Limited
Partnership Act will be limited, subject to possileixceptions, to the amount of capital he is obdig&o contribute to us for his common units
plus his share of any undistributed profits anctssdf it were determined however that the rigitexercise of the right, by the limited partners
as a group:

. to approve some amendments to our partnership ragraeor
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. to take other action under our partnership agreér

constituted "participation in the control" of ourdiness for the purposes of the Delaware Limiteth@eship Act, then our limited partners
could be held personally liable for our obligatiamsler the laws of Delaware to the same extentiadanaging Partner. This liability would
extend to persons who transact business with usredsmonably believe that the limited partner isankbing Partner. Neither our partnership
agreement nor the Delaware Limited Partnershipsfetifically will provide for legal recourse againsir Managing Partner if a limited
partner were to lose limited liability through afaplt of our Managing Partner. While this does metan that a limited partner could not seek
legal recourse, we know of no precedent for thietgf a claim in Delaware case law.

Under the Delaware Limited Partnership &dimited partnership may not make a distributom partner if, after the distribution, all
liabilities of the limited partnership, other thiebilities to partners on account of their partimgerests and liabilities for which the recour$e o
creditors is limited to specific property of therfpeership, would exceed the fair value of the aseéthe limited partnership. For the purpose of
determining the fair value of the assets of a kaipartnership, the Delaware Limited Partnershippkovides that the fair value of property
subject to liability for which recourse of creditas limited will be included in the assets of tineited partnership only to the extent that the
value of that property exceeds the non-recoursditia The Delaware Limited Partnership Act prog&lthat a limited partner who receives a
distribution and knew at the time of the distriloutithat the distribution was in violation of thel@are Limited Partnership Act will be liable
to the limited partnership for the amount of thetidbution for three years. Under the Delaware témiPartnership Act, a substituted limited
partner of a limited partnership is liable for thigligations of his assignor to make contributiom$hte partnership, except that such person i
obligated for liabilities unknown to him at the gnhe became a limited partner and that could nasbertained from the partnership
agreement.

Moreover, if it were determined that we eonducting business in any state without compéasith the applicable limited partnership
statute, or that the right or exercise of the righthe limited partners as a group to remove plaee our Managing Partner, to approve some
amendments to our partnership agreement or todidlex action under our partnership agreement datesti "participation in the control" of ¢
business for purposes of the statutes of any retguesdiction, then the limited partners couldhsd personally liable for our obligations
under the law of that jurisdiction to the same ek#es our Managing Partner. We intend to operateriranner that our Managing Partner
considers reasonable and necessary or approiptegerve the limited liability of the limited paers.

Issuance of Additional Securities

Our partnership agreement authorizes isstee an unlimited number of additional partnersgipurities and options, rights, warrants and
appreciation rights relating to partnership se@sifor the consideration and on the terms anditiond established by our Managing Partne
its sole discretion without the approval of anyited partners.

In accordance with the Delaware LimitedtRenship Act and the provisions of our partnergigpeement, we may also issue additional
partner interests that have designations, prefegmights, powers and duties that are differemhfrand may be senior to, those applicable to
common units.

Distributions

Distributions will be made to the partnpre rata according to the percentages of theire@sge partner interests. See "Distribution
Policy."
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Amendment of the Partnership Agreement

General

Amendments to our partnership agreementimegyroposed only by or with the consent of our Mang Partner. To adopt a proposed
amendment, other than the amendments that do quiredimited partner approval discussed below,Managing Partner must seek approval
of a majority of our outstanding voting units (a&fided below) in order to approve the amendmeititira meeting of the limited partners to
consider and vote upon the proposed amendmentn®matter that may be submitted for a vote of mitholders, the holders of Group
Partnership units will hold special voting unitsoar partnership that provide them with a numberatés that is equal to the aggregate number
of Group Partnership units that they then hold emitle them to participate in the vote on the séass as our unitholders. See "—Meetings;
Voting." The Group Partnership units, other tham @roup Partnership units held by us, will iniffdlle owned by KKR Holdings, which is
owned by our principals and certain of our formersonnel and controlled by our founders.

Prohibited Amendmen
No amendment may be made that would:

(1) enlarge the obligations of any lirdifgartner without its consent, except that any atmemnt that would have a material
adverse effect on the rights or preferences ofcdags of partner interests in relation to othesss of partner interests may be apprn
by at least a majority of the type or class of parinterests so affected; or

(2) enlarge the obligations of, restiicany way any action by or rights of, or reducaity way the amounts distributable,
reimbursable or otherwise payable by us to our MangaPartner or any of its affiliates without thensent of our Managing Partner,
which may be given or withheld in its sole disavati

The provision of our partnership agreenmatenting the amendments having the effects destin clauses (1) or (2) above can be
amended upon the approval of the holders of atleas % of the outstanding voting units.

No Limited Partner Approve

Our Managing Partner may generally makeradments to our partnership agreement or certifiotienited partnership without the
approval of any limited partner to reflect:

(1) achange in the name of the partiershe location of the partnership's principaloglaf business, the partnership's registered
agent or its registered office;

(2) the admission, substitution, withdedwr removal of partners in accordance with thengaiship agreement;

(3) achange that our Managing Partneerdenes is necessary or appropriate for the pestiiye to qualify or to continue our
qualification as a limited partnership or a parstgs in which the limited partners have limitecbildy under the laws of any state or
other jurisdiction or to ensure that the partngrshill not be treated as an association taxabke @srporation or otherwise taxed as an
entity for U.S. federal income tax purposes;

(4) an amendment that our Managing Padagermines to be necessary or appropriate teeaddrertain changes in U.S. federal
income tax regulations, legislation or interpretati

(5) an amendment that is necessary,@mfiinion of our counsel, to prevent the partn@rshiour Managing Partner or its
directors, officers, agents or trustees, from hgne@mnmaterial risk of being in any manner subjettetthe provisions of the Investment
Company Act, the Investment Advisers
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Act or "plan asset" regulations adopted under ERMAether or not substantially similar to plan assgulations currently applied or
proposed by the U.S. Department of Labor;

(6) an amendment that our Managing Paxdatermines in its sole discretion to be necessagappropriate for the creation,
authorization or issuance of any class or seriggdhership securities or options, rights, wasamtappreciation rights relating to
partnership securities;

(7) any amendment expressly permitteslinpartnership agreement to be made by our Magdantner acting alone;

(8) an amendment effected, necessitatedrtemplated by an agreement of merger, consmidar other business combination
agreement that has been approved under the terms phrtnership agreement;

(9) any amendment that in the sole digmmeof our Managing Partner is necessary or apjatpto reflect and account for the
formation by the partnership of, or its investmientany corporation, partnership, joint ventureited liability company or other entity,
as otherwise permitted by our partnership agreement

(10) a change in our fiscal year or taxatdar and related changes;

(11) a merger with or conversion or conveygato another limited liability entity that is nigWformed and has no assets, liabilities
or operations at the time of the merger, conversiotonveyance other than those it receives byafdlye merger, conversion or
conveyance;

(12) an amendment effected, necessitatedrdemplated by an amendment to any partnersigeegent of the Group Partnerst
that requires unitholders of any partnership of@meup Partnerships to provide a statement, ceatifin or other proof of evidence
regarding whether such unitholder is subject to. fe8eral income taxation on the income generayetthd partnership of the Group
Partnerships; or

(13) any other amendments substantiallylaino any of the matters described in (1) thro{d®) above.

In addition, our Managing Partner may makendments to our partnership agreement withowdgpeoval of any limited partner if those
amendments, in the discretion of our Managing Rartn

(1) do not adversely affect our limiteattmers considered as a whole (including any pdeticclass of partner interests as
compared to other classes of partner interes@yyrmaterial respect;

(2) are necessary or appropriate tofgadisy requirements, conditions or guidelines cm@d in any opinion, directive, order,
ruling or regulation of any federal or state or Ad1$. agency or judicial authority or containechiny federal or state or non-U.S. statute
(including the Delaware Limited Partnership Act);

(3) are necessary or appropriate toifatal the trading of limited partner interestsmcomply with any rule, regulation, guidel
or requirement of any securities exchange on wtkieHimited partner interests are or will be listedtrading;

(4) are necessary or appropriate foraotion taken by our Managing Partner relating fdsspr combinations of units under the
provisions of our partnership agreement; or

(5) are required to effect the intentregsed in the registration statement of whichghispectus forms a part or the intent of the
provisions of our partnership agreement or areratise contemplated by our partnership agreement.
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Opinion of Counsel and Limited Partner Approval

Our Managing Partner will not be requiredbtain an opinion of counsel that an amendmelhinai result in a loss of limited liability to
the limited partners if one of the amendments diesdrabove under "—No Limited Partner Approval”sldooccur. No other amendments to
our partnership agreement (other than an amendooestiant to a merger, sale or other dispositicesséts effected in accordance with the
provisions described under "—Merger, Sale or Obigposition of Assets") will become effective witiidhe approval of holders of at
least % of the outstanding voting sinitnless we obtain an opinion of counsel to tfecethat the amendment will not affect the
limited liability under the Delaware Limited Partship Act of any of our limited partners.

In addition to the above restrictions, anyendment that would have a material adverse effettie rights or preferences of any type or
class of partner interests in relation to othessds of partner interests will also require theayg of the holders of at least a majority of the
outstanding partner interests of the class so taffiec

In addition, any amendment that reducewtiimg percentage required to take any action hestpproved by the affirmative vote of
limited partners whose aggregate outstanding vatirits constitute not less than the voting requéetsought to be reduced.

Merger, Sale or Other Disposition of Assets

Our partnership agreement will provide that Managing Partner may cause us to, among tihegs, sell, exchange or otherwise disy
of all or substantially all of our assets in a $inigansaction or a series of related transactioet)ding by way of merger, consolidation or
other combination, or approve the sale, exchangehar disposition of all or substantially all betassets of our subsidiaries, in each case,
without the prior approval of the holders of outstanding voting units. In addition, our ManagirgytRer in its sole discretion may mortgage,
pledge, hypothecate or grant a security intereatliar substantially all of our assets (includiog the benefit of persons other than us or our
subsidiaries) without the prior approval of thedesk of our outstanding voting units. Our Manadhagtner may also sell all or substantially
of our assets under any forced sale of any orfalloassets pursuant to the foreclosure or o#edization upon those encumbrances without
the prior approval of the holders of our outstagdinting units.

If conditions specified in our partnershigreement are satisfied, our Managing Partner roayert or merge us or any of our subsidiaries
into, or convey some or all of our assets to, alpéesrmed entity if the sole purpose of that mergeconveyance is to effect a mere change in
our legal form into another limited liability entitThe unitholders will not be entitled to dissarteights of appraisal under our partnership
agreement or the Delaware Limited Partnership Athé event of a merger or consolidation, a sakubStantially all of our assets or any other
similar transaction or event.

Election to be Treated as a Corporation

If our Managing Partner, in its sole disitne, determines that it is no longer in our instseto continue as a partnership for U.S. federal
income tax purposes, our Managing Partner may tddotat us as an association or as a publictiettgpartnership taxable as a corporation for
U.S. federal (and applicable state) income tax @sgp or may chose to convert to a corporation.

Dissolution
We will dissolve upon:

(1) the election of our Managing Partitedissolve us, if approved by the holders of aamij of the voting power of our
outstanding voting units;
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(2) there being no limited partners, geleve are continued without dissolution in accocdanith the Delaware Limited
Partnership Act;

(3) the entry of a decree of judicialsdikition of us pursuant to the Delaware Limitedtienship Act; or

(4) the withdrawal or removal of our Maireg Partner or any other event that results igeétEsing to be our Managing Partner
other than by reason of a transfer of general paitrterests or withdrawal or removal of our MamagPartner following approval and
admission of a successor, in each case in accardeitit our partnership agreement.

Upon a dissolution under clause (4), thidérs of a majority of the voting power of our datading voting units may also elect, within
specific time limitations, to continue our busin@gthout dissolution on the same terms and conustidescribed in the partnership agreement
by appointing as a successor Managing Partnercavidinal or entity approved by the holders of a anigy of the voting power of the
outstanding voting units, subject to our receipaofopinion of counsel to the effect that the actimuld not result in the loss of limited liabil
of any limited partner.

Liguidation and Distribution of Proceeds

Upon our dissolution, the Managing Parsteall act, or select one or more persons to adig@islator. Unless we are continued as a new
limited partnership, the liquidator authorized tmevup our affairs will, acting with all of the pans of our Managing Partner that the liquidi
deems necessary or appropriate in its judgmentidéde our assets and apply the proceeds of thieldition first, to discharge our liabilities as
provided in the partnership agreement and by lashvthereafter to the limited partners pro rata adiogy to the percentages of their respective
partner interests as of a record date selectelélyquidator. The liquidator may defer liquidatiohour assets for a reasonable period of time
or distribute assets to partners in kind if it deti@es that an immediate sale or distribution bbakome of our assets would be impractical or
would cause undue loss to the partners.

Withdrawal or Removal of the Managing Partner

Except as described below, our Managingneawill agree not to withdraw voluntarily as thkanaging Partner prior to , 2017
without obtaining the approval of the holders ofeatst a majority of the outstanding voting unéscluding voting units held by our Managing
Partner and its affiliates, and furnishing an opindf counsel regarding tax and limited liabilityatters. On or after , 2017, our
Managing Partner may withdraw as Managing Partrgrout first obtaining approval of any common upitter by giving 90 days' advance
notice, and that withdrawal will not constituteialation of the partnership agreement. Notwithstagdhe foregoing, our Managing Partner
may withdraw at any time without unitholder approwpon 90 days' advance notice to the limited masgtif at least 50% of the outstanding
common units are beneficially owned or owned obrdwr controlled by one person and its affiliadéser than our Managing Partner and its
affiliates.

Upon the withdrawal of our Managing Partaeder any circumstances, the holders of a majofithie voting power of our outstanding
voting units may select a successor to that withidrg Managing Partner. If a successor is not etbateis elected but an opinion of counsel
regarding limited liability and tax matters canbetobtained, we will be dissolved, wound up anditigted, unless within 180 days after that
withdrawal, the holders of a majority of the votipgwer of our outstanding voting units agree intiwg to continue our business and to app
a successor Managing Partner. See "—DissolutiooVab

Our Managing Partner may not be removetauit its consent. Any removal of our Managing Rarrie also subject to the approval of a
successor Managing Partner by the vote of the holafe % of the voting power of our outstamglivoting units. Upon completion of this
offering, our principals will
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have % of the voting power in any voteof unitholders and will accordingly be able toyaet the removal of our Managing Partner.
See "—Meetings; Voting" below.

In the event of removal or withdrawal dflanaging Partner, the departing Managing Partnkhave the option to require the successor
Managing Partner to purchase the general parttenest of the departing Managing Partner for a pastment equal to its fair market value.
This fair market value will be determined by agreatbetween the departing Managing Partner andubeessor Managing Partner. If no
agreement is reached within 30 days of the ManaBartner's departure, an independent investmeikirgafirm or other independent
consultant selected by the departing Managing Baend the successor Managing Partner will detegrfia fair market value. If the departing
Managing Partner and the successor Managing Paran@ot agree upon an expert within 45 days oMbaeaging Partner's departure, then an
expert chosen by agreement of the experts selbegtedch of them will determine the fair market alu

If the option described above is not exsadiby either the departing Managing Partner ostiteessor Managing Partner, the departing
Managing Partner's general partner interest withaatically convert into common units pursuant tabuation of those interests as determi
by an investment banking firm or other independemisultant selected in the manner described ipiteeding paragraph.

In addition, we will be required to reimbarthe departing Managing Partner for all amounésttle departing Managing Partner, incluc
without limitation all employee-related liabilitiemcluding severance liabilities, incurred for teemination of any employees employed by the
departing Managing Partner or its affiliates for banefit.

Transfer of General Partner Interests

Except for transfer by our Managing Partofeall, but not less than all, of its general partinterests in us to an affiliate of our Managing
Partner, or to another entity as part of the meogeonsolidation of our Managing Partner with moianother entity or the transfer by our
Managing Partner of all or substantially all ofaissets to another entity, our Managing Partnermoayransfer all or any part of its general
partner interest in us to another person prior to , 2017 without the approval of the lesklof at least a majority of the voting power of
outstanding voting units, excluding voting unitdchey our Managing partner and its affiliates. Qrafier , 2017, our Managing Par
may transfer all or any part of its general paringgrest without first obtaining approval of anyitholder. As a condition of this transfer, the
transferee must assume the rights and duties dfiimaging Partner to whose interest that transfeasesucceeded, agree to be bound by the
provisions of our partnership agreement and furaislopinion of counsel regarding limited liabilityatters. At any time, the members of our
Managing Partner may sell or transfer all or patheir limited liability company interests in odanaging Partner without the approval of the
unitholders.

Limited Call Right
If at any time:

(i) lessthan % of the theruex and outstanding limited partner interests gf@dass (other than special voting units),
including our common units, are held by persongiothan our Managing Partner and its affiliates; or

(i) any of the Partnership, or the MainagPartner or its directors, officers, trusteeagents are in any manner subjected to the
provisions of the Investment Company Act,

our Managing Partner will have the right, whiclmiay assign in whole or in part to any of its adfiéés or to us, to acquire all, but not less than
all, of the remaining limited partner intereststoé class held by
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unaffiliated persons as of a record date to becgsleby our Managing Partner, on at least ten butrore than 60 days notice. The purchase
price in the event of this purchase is the greatter

(1) the current market price as of theedaree days before the date the notice is madled;

(2) the highest cash price paid by ounbsing Partner or any of its affiliates acting ancert with us for any limited partner
interests of the class purchased within the 90 gagseding the date on which our Managing Parfingrrhails notice of its election to
purchase those limited partner interests.

As a result of our Managing Partner's righpurchase outstanding limited partner interestsplder of limited partner interests may have
his limited partner interests purchased at an uratds time or price. The tax consequences to thalder of the exercise of this call right are
the same as a sale by that unitholder of his comumnits in the market. See "Material U.S. Federad Tansiderations—U.S. Taxes—
Consequences to U.S. Holders of Common Units—Saexchange of Common Units.”

Sinking Fund; Preemptive Rights
We will not establish a sinking fund and widl not grant any preemptive rights with respgcbur limited partner interests.
Meetings; Voting

Except as described below regarding a pess@roup owning % or more of our comnumiits then outstanding, record holders of
common units or of the special voting units to $sied to holders of Group Partnership units omegberd date will be entitled to notice of, and
to vote at, meetings of our limited partners anddbupon matters as to which holders of limitedrp interests have the right to vote or to

Except as described below regarding a pess@roup owning % or more of our comnumiits then outstanding, each record holder
of a common unit of our partnership will be entitl® a number of votes equal to the number of comomits held. In addition, we will issue
special voting units to each holder of Group Pasthig units that provide them with a number of gdteat is equal to the aggregate number of
Group Partnership units that they then hold andlethem to participate in the vote on the sam&das our unitholders. We refer to our
common units and our special voting units as "wtinits." If the ratio at which Group Partnershipts are exchangeable for our common
units changes from one-for-one as described ur@ertdin Relationships and Related Party Transastidexchange Agreement,” the number
of votes to which the holders of the special votimis are entitled will be adjusted accordinglylditional limited partner interests having
special voting rights could also be issued. Seessudnce of Additional Securities” above.

In the case of common units held by our Mang Partner on behalf of non-citizen assignesesManaging Partner will distribute the
votes on those common units in the same ratioseagdtes of partners in respect of other limitedrpa interests are cast. Our Managing
Partner does not anticipate that any meeting dhatders will be called in the foreseeable futuay action that is required or permitted to be
taken by the limited partners may be taken eitherraeeting of the limited partners or without aetireg, without a vote and without prior
notice if consents in writing describing the act@mtaken are signed by limited partners ownindesst than the minimum percentage of the
voting power of the outstanding limited partneenaists that would be necessary to authorize orttelteaction at a meeting. Meetings of the
limited partners may be called by our Managing iarbr by limited partners owning at least 50% arenof the voting power of the
outstanding limited partner interests of the cfassvhich a meeting is proposed. Unitholders matewither in person or by proxy at meetings.
The holders of a majority of the voting power of thutstanding limited partner interests of thesfas which a meeting has been called,
represented in person or by proxy, will constittguorum unless any action by
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the limited partners requires approval by holdérs greater percentage of such limited partnerésts, in which case the quorum will be the
greater percentage.

However, if at any time any person or gréotier than our Managing Partner and its affisatea a direct or subsequently approved
transferee of our Managing Partner or its affistecquires, in the aggregate, beneficial ownership % or more of any class of our
common units then outstanding, that person or grallpose voting rights on all of its common unasd the common units may not be voted
on any matter and will not be considered to betanting when sending notices of a meeting of uldins, calculating required votes,
determining the presence of a quorum or for otheilar purposes. Common units held in nominee meitname account will be voted by the
broker or other nominee in accordance with theuresibn of the beneficial owner unless the arrangetibetween the beneficial owner and his
nominee provides otherwise.

Status as Limited Partner

By transfer of common units in accordandth wur partnership agreement, each transfereerahwon units will be admitted as a limited
partner with respect to the common units transfewben such transfer and admission is reflectenlimbooks and records. Except as desct
under "—Limited Liability" above, in our partnerghaigreement or pursuant to Section 17-804 of tHavizee Limited Partnership Act (which
relates to the liability of a limited partner wheceives a distribution of assets upon the windmgfua limited partnership and who knew at the
time of such distribution that it was in violatiofthis provision) the common units will be fullyj and non-assessable.

Non-Citizen Assignees; Redemption

If we are or become subject to federatesta local laws or regulations that in the deteration of our Managing Partner create a
substantial risk of cancellation or forfeiture ofygoroperty in which the partnership has an intebesause of the nationality, citizenship or
other related status of any limited partner, we megeem the common units held by that limited parét their current market price. To avoid
any cancellation or forfeiture, our Managing Partmay require each limited partner to furnish imfiation about his nationality, citizenship or
related status. If a limited partner fails to ftminformation about his nationality, citizenshipother related status within 30 days after a
request for the information or our Managing Parthetermines, with the advice of counsel, afteripgagf the information that the limited
partner is not an eligible citizen, the limited {p&@r may be treated as a non-citizen assignee nAcitizen assignee does not have the right to
direct the voting of his common units and may maive distributions in kind upon our liquidation.

Indemnification

Under our partnership agreement, in mastoistances we will indemnify the following persptusthe fullest extent permitted by law,
from and against all losses, claims, damages|itiabj joint or several, expenses (including lefg&ls and expenses), judgments, fines,
penalties, interest, settlements or other amounts:

. our Managing Partne

. any departing Managing Partner;

. any person who is or was an affiliate of a Manad®agtner or any departing Managing Partner;

. any person who is or was a member, partner, tatemsgiartner, officer, director, employee, agddtjdiary or trustee of us «

our subsidiaries, the Managing Partner or any diegelManaging Partner or any affiliate of us or subsidiaries, the Managing
Partner or any departing Managing Partner;
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. any person who is or was serving at the requesat\énaging Partner or any departing Managing Padnany affiliate of ¢
Managing Partner or any departing Managing Padsem officer, director, employee, member, parimgent, fiduciary or
trustee of another person; or

. any person designated by our Managing Par

We will agree to provide this indemnificatiunless there has been a final and non-appealagment by a court of competent
jurisdiction determining that these persons aatdobid faith or engaged in fraud or willful miscoretiuVe will also agree to provide tf
indemnification for criminal proceedings. Any indeification under these provisions will only be @fitour assets. Unless it otherwise agrees,
the Managing Partner will not be personally liatole or have any obligation to contribute or loamds or assets to us to enable us to effectuats
indemnification. We may purchase insurance agéiatstities asserted against and expenses incloyguersons for our activities, regardless of
whether we would have the power to indemnify thespe against liabilities under our partnership agrent.

Books and Reports

Our Managing Partner is required to keegrajpriate books of the partnership's business iapincipal offices or any other place
designated by our Managing Partner. The booksheilinaintained for both tax and financial reporfingposes on an accrual basis. For tax and
financial reporting purposes, our year ends on Dbez 31.

As soon as reasonably practicable afteetfteof each fiscal year, we will furnish to eaentper tax information (including a Schedule K-
1), which describes on a U.S. dollar basis suctnpds share of our income, gain, loss and dedudétioour preceding taxable year. It will
require longer than 90 days after the end of @mealiyear to obtain the requisite information fralinower-tier entities so that Schedule K-1s
may be prepared for us. Consequently, holders miheon units who are U.S. taxpayers should anticiffeaneed to file annually with the IRS
(and certain states) a request for an extensianAmas 15 or the otherwise applicable due datéhafir income tax return for the taxable yeat
addition, each partner will be required to reportdll tax purposes consistently with the inforraatprovided by us. See "Material U.S. Federal
Tax Considerations—U.S. Taxes—Administrative Mattetnformation Returns."

Right to Inspect Our Books and Records

Our partnership agreement will provide théitmited partner can, for a purpose reasonalbitad to his interest as a limited partner, upon
reasonable written demand and at his own expease, flarnished to him:

. Schedule -1s, to the extent applicable and availa
. promptly after becoming available, a copy of ouBlUfederal, state and local income tax returns; and
. copies of our partnership agreement, the certdictimited partnership of the partnership, redadenendments and powers of

attorney under which they have been executed.

Our Managing Partner may, and intendseepkconfidential from the limited partners tradersts or other information the disclosure of
which our Managing Partner believes is not in cestlinterests or which we are required by law oatpseements with third parties to keep
confidential.
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COMMON UNITS ELIGIBLE FOR FUTURE SALE
General

Prior to this offering, there has not bagoublic market for our common units. We cannotmtethe effect, if any, future sales of common
units, or the availability for future sale of commaonits, will have on the market price of our conmumits prevailing from time to time. The
sale of substantial amounts of our common uniteénpublic market, or the perception that suchssateild occur, could harm the prevailing
market price of our common units.

Upon completion of this offering we will¥y@a total of common units outstanding, or common units assuming the underwriters
fully exercise their option to purchase additiooanmon units. All of the common units will have hesld in this offering and will be freely
tradable without restriction or further registrationder the Securities Act by persons other tharaftiliates.” Under the Securities Act, an
"affiliate" of a company is a person that direailyindirectly controls, is controlled by or is umad®mmon control with that company.

In addition, upon completion of this offegi KKR Holdings, which is owned by our principalsd certain of our former personnel, will
own Group Partnership units. Over time,KKKoldings may distribute to its members these Gartnership units. These members
would then have the right to compel the Group Rastinips to redeem these Group Partnership unitsafehr or interests in KKR & Co. L.P., at
the option of the Group Partnerships. When a membKKR Holdings gives the Group Partnerships r®ot€ his intention to compel a
redemption, KKR & Co. L.P., with respect to intaseii KKR Fund Holdings L.P., and our intermediatdding company, with respect to
interests in KKR Management Holdings L.P., will baauperseding rights to instead acquire Group E@attip units for cash or interests in
KKR & Co. L.P. Any common units that we issue ummth exchanges will be "restricted securities"effndd in Rule 144 unless we register
such issuances under the Securities Act and wiligect to transfer restrictions that are sintitathose that were applicable to the Group
Partnership units so exchanged. However, we wiireinto a registration rights agreement with KKBItHngs that will require us to register
under the Securities Act our issuance of these comumits. See "—Registration Rights."

In addition, at the time of this offeringvintend to grant unvested restricted comomits to certain employees under our equity
incentive plan that will settle in unrestricted aoon units or in cash. These restricted common wviltgenerally vest, and the underlying
common units will be delivered, in equahaal installments commencing one year after thatgiate. We intend to file one or more
registration statements on Form S-8 under the 8&=uAct to register common units issued or cogldrg our 2007 Equity Incentive Plan. Any
such Form S-8 registration statements will autocaditi become effective upon filing. Accordingly,mmon units registered under such
registration statements will be available for salthe open market. We expect that the initial sggtion statement on Form S-8 will
cover common units.

Our partnership agreement authorizes isste an unlimited number of additional partnersgipurities and options, rights, warrants and
appreciation rights relating to partnership se@sifor the consideration and on the terms anditond established by our Managing Partne
its sole discretion without the approval of anyited partners. See "Description of Our Partnergtgpeement—Issuance of Additional
Securities."

Registration Rights

We will enter into a registration rightsragment with KKR Holdings pursuant to which we wgitant it, its affiliates and transferees of its
Group Partnership units the right, under certaiouchstances and subject to certain restrictionsedaire us to register under the Securities
our common units (and other securities converiiftie or exchangeable or exercisable for our comonats) held or acquired by them.
Securities registered pursuant to such registratginis under any such registration statement will
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be available for sale in the open market unledsicgens apply. See "Certain Relationships andakel Party Transactions—Registration
Rights Agreement."

Lock-Up Arrangements

KKR Holdings and all of the directors arffiaers of our Managing Partner have agreed th#tauit the prior written consent of on
behalf of the underwriters, we and they will natridg the period ending days after thesadtthis prospectus:

. offer, pledge, sell, contract to sell, sell anyioptor contract to purchase, purchase any optiaootract to sell, grant ar
option, right or warrant to purchase, lend or otlige transfer or dispose of, directly or indirectiyyy common units or any
securities convertible into or exercisable or excleable for common units; or

. enter into any swap or other arrangement thatfieesio another, in whole or in part, any of thereamic consequences
ownership of the common units;

whether any such transaction described abovelis settled by delivery of common units or such oHeeurities, in cash or otherwise. In
addition, we have agreed that, during the sameday period without the prior written consent of  on behalf of the underwriters, we will
not file any registration statement with the SEfatiag to the offering of any common units or aegurities convertible into or exercisable or
exchangeable for common units (other than any tragisn statement on Form S-8 to register commats issued or reserved for issuance
under our 2007 Equity Incentive Plan). All of theedtors and officers of our Managing Partner halge agreed that, without the prior written
consent of on behalf of the underwsitéhey will not during the period ending days after the date of this prospectus, make any
demand for, or exercise any right with respecttte,registration of any common units or any sei@gitonvertible into or exercisable or
exchangeable for common units.

The  -day restricted period describethe preceding paragraph will be extended if:

. during the last 17 days of the-day restricted period we issue an earnings rele@aseterial news or a material event relatini
KKR occurs; or

. prior to the expiration of the -day restricted period, we announce that we wikask earnings results during th-day perioc
beginning on the last day of the -day period,

in which case the restrictions described in thegueng paragraph will continue to apply until thpieation of the 18-day period beginning on
the issuance of the earnings release or the ocmg@f the material news or material event. Thesgictions do not apply to certain sales,
issuances, distributions and transfers.

We also have instituted an internal pottegt prohibits all of our employees from sellingdlor trading in derivative securities relating to
the common units.

Rule 144

In general, under Rule 144 a person, aoaof persons whose common units are aggregatgdding any person who may be deemed
our affiliate, is entitled to sell within any threeonth period a number of restricted securities do@s not exceed the greater of 1% of the then
outstanding common units and the average weekdjngavolume during the four calendar weeks preagéich such sale, provided that at
least one year has elapsed since such commonwarigsacquired from us or any affiliate of our parship and certain manner of sale, notice
requirements and requirements as to availabilityusfent public information about us are satisfikdy person who is deemed to be our
affiliate must comply with the provisions of Ruld4l(other than the one-year holding period requénetnin order to sell common units which
are not restricted securities (such as common angsired by affiliates either in this offeringtbrough purchases in the open market follov
this offering). In addition, under Rule 144(k), erpon who is not our affiliate, and who has notbeer affiliate at any time during the 90 days
preceding any sale, is entitled to sell commonsunithout regard to the foregoing limitations, pided that at least two years have elapsed
since the common units were acquired from us oradfiljate of ours. The SEC has a proposal pentiinghorten both the one year and two
year holding periods referred to above to six msr
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MATERIAL U.S. FEDERAL TAX CONSIDERATIONS
U.S. Taxes

This summary discusses the material U&erd income tax considerations related to thetmase, ownership and disposition of our
common units as of the date hereof. This summalppsed on provisions of the Internal Revenue Coxé¢he regulations promulgated
thereunder and on published administrative rulsrgd judicial decisions, all of which are subjecthange at any time, possibly with
retroactive effect. This discussion is necessggyeral and may not apply to all categories of stmes, some of which, such as banks, thrifts,
insurance companies, persons liable for the alimeninimum tax, dealers and other investors ¢ltahot own their common units as capital
assets, may be subject to special rules. Tax-exergphizations and mutual funds are discussed ahabelow. The actual tax consequences
of the purchase and ownership of common unitswaily depending on your circumstances. This disous$o the extent that it states mattel
U.S. federal tax law or legal conclusions and stutlife the qualifications herein, represents thenigpi of Simpson Thacher & Bartlett LLP.
Such opinion is based in part on facts describebignprospectus and on various other factual agans, representations and determinations.
Any alteration or incorrectness of such facts, aggtions, representations or determinations couleiagtly affect such opinion. However,
opinions of counsel are not binding upon the IR&ror court, and the IRS may challenge the conahssierein and a court may sustain such a
challenge.

For purposes of this discussion, a "U.SdEIS is a beneficial holder of a common unit tisator U.S. federal income tax purposes: (1) an
individual citizen or resident of the United Statéy a corporation (or other entity treated a®igporation for U.S. federal income tax purpo:
created or organized in or under the laws of thi#ddrStates, any state thereof or the District oflu@bia; (3) an estate the income of which is
subject to U.S. federal income taxation regardiésts source; or (4) a trust which either (A) iggect to the primary supervision of a court
within the United States and one or more UnitedeStpersons have the authority to control all sutiitl decisions of the trust or (B) has a
valid election in effect under applicable Treastegulations to be treated as a U.S. person. A @ -Holder" is a holder that is not a U.S.
Holder.

Legislation has been introduced that woiildnacted, preclude us from qualifying as a panghip for U.S. federal income tax purposes.
On June 14, 2007, legislation was introduced thatld/tax as corporations publicly traded partngrstinat directly or indirectly derive income
from investment adviser or asset management sen&imilar legislation was introduced on June ZM72 On June 22, 2007, legislation was
introduced that would treat income received by rarga with respect to an investment services peshig interest as ordinary income received
for the performance of services. Similar legislatwas introduced on October 25, 2007, and the HofiIBepresentatives passed similar
legislation on November 9, 2007. See "Risk Factdrésks Related to Our Business—Legislation has l@eoduced that would, if enacted,
preclude us from qualifying as a partnership fdé.Uederal income tax purposes. If this or any Isimégislation or regulation were to be
enacted and apply to us, we would incur a mater@kase in our tax liability that could resultameduction in the value of our common units.

If a partnership holds common units, thettaatment of a partner in the partnership wilhgmlly depend upon the status of the partner
and the activities of the partnership. If you apaaner of a partnership holding our common ugits; should consult your tax advisors. This
discussion does not constitute tax advice andtigntended to be a substitute for tax planning.

Prospective holders of common units should consutieir own tax advisors concerning the U.S. federaktate and local income tax
and estate tax consequences in their particular siations of the purchase, ownership and dispositioaf a common unit, as well as any
consequences under the laws of any other taxing jisdiction.

Taxation of Our Partnership and the Group Partnergis

An entity that is treated as a partnersbipl.S. federal income tax purposes is not a tixabtity and incurs no U.S. federal income tax
liability. Instead, each partner is required toetéhto account its
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allocable share of items of income, gain, loss@eudliction of the partnership in computing its UeBleral income tax liability, regardless of
whether or not cash distributions are then madeadtors in this offering will become limited pans®f KKR & Co. L.P. Distributions of cash
by a partnership to a partner are generally natikxunless the amount of cash distributed to #eais in excess of the partner's adjusted
in its partner interest.

An entity that would otherwise be classifees a partnership for U.S. federal income tax psgp may nonetheless be taxable as a
corporation if it is a "publicly traded partnersfiipnless an exception applies. An entity that wWiaetherwise be classified as a partnership is a
publicly traded partnership if (i) interests in {h@rtnership are traded on an established seaunitéggket or (ii) interests in the partnership are
readily tradable on a secondary market or the anbiat equivalent thereof. We will be publicly textl However, an exception to taxation as a
corporation, referred to as the "Qualifying IncoBxeption," exists if at least 90% of such parthgr's gross income for every taxable year
consists of "qualifying income" and the partnerskipot required to register under the Investmesrh@any Act. Qualifying income includes
certain interest income, dividends, real propeetyts, gains from the sale or other dispositioreaf property, and any gain from the sale or
disposition of a capital asset or other property ier the production of income that otherwise ddoges qualifying income.

Our Managing Partner will adopt a set efistment policies and procedures that will govamtypes of investments we can make (and
income we can earn), including structuring certairestments through entities, such as our interatediolding company, classified as
corporations for U.S. federal income tax purposssdiscussed further below), to ensure that wemélket the Qualifying Income Exception in
each taxable year. It is the opinion of Simpsonchiea & Bartlett LLP that we will be treated as atparship and not as a corporation for U.S.
federal income tax purposes based on certain aggumgnd factual statements and representationg imads, including statements and
representations as to the manner in which we intemdanage our affairs, the composition of our mepand that our Managing Partner will
ensure that we comply with the investment poligied procedures put in place to ensure that we the&ualifying Income Exception in each
taxable year. However, this opinion is based sadalgurrent law and does not take into accountpiogosed or potential changes in law
(including the proposed legislation described imskR-actors—Risks Related to Our Business—Leghalias been introduced that would, if
enacted, preclude us from qualifying as a partnerfsin U.S. federal income tax purposes. If thisay similar legislation or regulation were to
be enacted and apply to us, we would incur a netiexirease in our tax liability that could resulta reduction in the value of our common
units.") which may be enacted with retroactive effdloreover, opinions of counsel are not bindipgmuthe IRS or any court, and the IRS 1
challenge this conclusion and a court may sustah a challenge.

If we fail to meet the Qualifying Income &eption, other than a failure that is determinedhayIRS to be inadvertent and that is cured
within a reasonable time after discovery, or ifave required to register under the Investment Compat, we will be treated as if we had
transferred all of our assets, subject to lialeitito a newly formed corporation, on the first déthe year in which we fail to meet the
Qualifying Income Exception, in return for stockthrat corporation, and then distributed the stacthe holders of common units in liquidation
of their interests in us. This contribution andulgption should generally be tax-free to holdertosg as we do not have liabilities in excess of
the tax basis of our assets. Thereafter, we woslltidated as a corporation for U.S. federal inctargurposes.

If we were treated as a corporation in @xable year, either as a result of a failure tettiee Qualifying Income Exception or otherwise,
our items of income, gain, loss and deduction wdddeflected only on our tax return rather thaindgp@assed through to holders of common
units, and we would be subject to U.S. corporaterime tax on our taxable income. Distributions mi@deur unitholders would be treated as
either taxable dividend income, which may be el@ior reduced rates of taxation, to the exterdwfcurrent or accumulated earnings and
profits, or in the absence of earnings and pradissa nontaxable return of capital, to the extétheholder's tax basis in the common units, or
as taxable capital gain, after the holder's basieduced to zero. In addition, in the case of dda-
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Holders, distributions would be subject to withhinfitax. Accordingly, treatment as a corporatioruldamaterially reduce a holder's after-tax
return and thus could result in a reduction ofwhkie of the common units.

If at the end of any taxable year we faihteet the Qualifying Income Exception (assumirgg the are not taxed as a corporation from our
inception), we may still qualify as a partnersHigvé are entitled to relief under the Internal Reve Code for an inadvertent termination of
partnership status. This relief will be availabigi) the failure is cured within a reasonable gimfter discovery; (i) the failure is determined b
the IRS to be inadvertent; and (iii) we agree t&kensuch adjustments (including adjustments withbeesto our partners) or to pay such
amounts as are required by the IRS. It is not ptessb state whether we would be entitled to thlgef in any or all circumstances. It also is not
clear under the Internal Revenue Code whetherglief is available for our first taxable year agublicly traded partnership. If this relief
provision is inapplicable to a particular set atamstances involving us, we will not qualify apatnership for federal income tax purposes.
Even if this relief provision applies and we retaur partnership status, we or our unitholdersifduthe failure period) will be required to pay
such amounts as are determined by the IRS.

The remainder of this section assumesvtieaaind the Group Partnerships will be treated as@ahips for U.S. federal income tax
purposes.

Taxation of Our Intermediate Holding Company

The income derived from our fund managensentices will not likely be qualifying income fpurposes of the Qualifying Income
Exception. Therefore, in order to meet the Qualidyincome Exception, our interests in the Grougrieaship that holds our management
companies will be held indirectly through our immdiate holding company. Our intermediate holdiognpany will be subject to tax on its
allocable share of income of that Group Partnership

Our intermediate holding company is taxase corporation for U.S. federal income tax psgsaand therefore, as the holder of our
intermediate holding company's common stock, wemnail be taxed directly on its earnings or the geys of entities we hold through our
intermediate holding company. Distributions of caslother property that our intermediate holdinghpany pays to us will constitute
dividends for U.S. federal income tax purposehi&extent paid from its current or accumulated iagsand profits (as determined under U.S.
federal income tax principles). If the amount afistribution by our intermediate holding compangeeds its current and accumulated earr
and profits, such excess will be treated as anea+feturn of capital to the extent of our tax basiour intermediate holding company's
common stock, and thereafter will be treated ampéal gain. Such distributions will be qualifyimgcome for purposes of the Qualifying
Income Exception.

As general partner of KKR Management Haldih..P., our intermediate holding company will intliS. federal income taxes on its
proportionate share of any net taxable income oRKWanagement Holdings L.P. In accordance with gpaieable partnership agreement, we
will cause KKR Management Holdings L.P. to disttdgash on a pro rata basis to holders of its (thi& is, our intermediate holding
company and KKR Holdings) in an amount at leaseétpuithe maximum tax liabilities arising from theiwvnership of such units, if any.

Our intermediate holding company's liaifior U.S. federal income taxes and applicableestatal and other taxes could be increased if
the IRS were to successfully reallocate incomeealudtions of the related entities conducting ousiress.

If we form, for other purposes, a U.S. aogtion or other entity treated as a corporatiornfes. federal income tax purposes, that
corporation would be subject to U.S. federal incdaneon its income.
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Personal Holding Companie

Our intermediate holding company could bigject to additional U.S. federal income tax orodipn of its income if it is determined to be
a personal holding company, or "PHC," for U.S. fatlexcome tax purposes. A U.S. corporation gehevall be classified as a PHC for U.S.
federal income tax purposes in a given taxable ggrat any time during the last half of suckxable year, five or fewer individuals (without
regard to their citizenship or residency and intigdas individuals for this purpose certain ergitseich as certain tax-exempt organizations and
pension funds) own or are deemed to own (purswacertain constructive ownership rules) more th@¥ ®f the stock of the corporation by
value and (ii) at least 60% of the corporationfsisted ordinary gross income, as determined for t&@eral income tax purposes, for such
taxable year consists of PHC income (which includesong other things, dividends, interest, roygjtanuities and, under certain
circumstances, rents). The PHC rules do not agphoh-U.S. corporations.

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 otsiimi our intermediate holding company. Conseqyentir intermediate holding company
could be or become a PHC, depending on whethailstthe PHC gross income test. If, as a factudtenahe income of our intermediate
holding company fails the PHC gross income testjlitbe a PHC. Certain aspects of the gross inctesecannot be predicted with certainty.
Thus, no assurance can be given that our intertgeld@ding company will not become a PHC followihgs offering or in the future.

If our intermediate holding company is e@re/to become a PHC in a given taxable year, iftdvba subject to an additional 15% PHC tax
on its undistributed PHC income, which generallgludes the company's taxable income, subject taicesdjustments. For taxable years
beginning after December 31, 2010, the PHC taxaatendistributed PHC income will be equal to tighkst marginal rate on ordinary incc
applicable to individuals (currently 35%). If ountérmediate holding company were to become a PHithad significant amounts of
undistributed PHC income, the amount of PHC taXatbe material; in that event, distribution of susbome would generally cause the PHC
tax not to apply.

Certain State, Local and Non-U.S. Tax Matters

We and our subsidiaries may be subjectati slocal or non-U.S. taxation in various jurgitins, including those in which we or they
transact business, own property or reside. For pl@gme and our subsidiaries may be subject to Mevk City unincorporated business tax.
We may be required to file tax returns in somelbofahose jurisdictions. The state, local or ndrs. tax treatment of us and our unitholders
may not conform to the U.S. federal income taxtmeat discussed herein. We will pay non-U.S. taaes, dispositions of foreign property or
operations involving, or investments in, foreigooperty may give rise to non-U.S. income or othgdigbility in amounts that could be
substantial. Any non-U.S. taxes incurred by us matypass through to unitholders as a credit ag#iedt U.S. federal income tax liability.

Consequences to U.S. Holders of Common Units

The following is a summary of the matetia$. federal income tax consequences that willyafipl/ou if you are a U.S. Holder of
common units.

For U.S. federal income tax purposes, yocable share of our items of income, gain, ldesluction or credit, and our allocable shar
those items of the Group Partnerships, will be gosé by the limited partnership agreements forpautnership and the Group Partnerships if
such allocations have "substantial economic effectire determined to be in accordance with yotar@st in our partnership. We believe that
for U.S. federal income tax purposes, such allooatiwill have substantial economic effect or bagnordance with your interest in KKR & (
L.P., and our Managing Partner intends to prepatedturns based on such allocations. If the IRSessfully challenges the allocations made
pursuant to the limited partnership agreementstehelting allocations for U.S. federal income paxposes might be less favorable than the
allocations set forth in the limited partnershipesgnents.
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We may derive taxable income from an invesit that is not matched by a corresponding digiolb of cash. This could occur, for
example, if we used cash to make an investment erduce debt instead of distributing profits. tldition, special provisions of the Internal
Revenue Code may be applicable to certain of augstments, and may affect the timing of our incoraquiring us to recognize taxable
income before we receive cash attributable to snmbme. Accordingly, although we intend to makedéstributions (see "Distribution Policy
it is possible that the U.S. federal income takility of a holder with respect to its allocableasé of our income for a particular taxable year
could exceed the cash distribution to the holdette year, thus giving rise to an out-of-pocketliability for the holder.

Basis

You will have an initial tax basis for yoommmon unit equal to the amount you paid for th@mon unit plus your share of our liabilities,
if any. That basis will be increased by your st@reur income and by increases in your share ofiabilities, if any. That basis will be
decreased, but not below zero, by distributionmftes, by your share of our losses and by any dseri@ayour share of our liabilities.

Holders who purchase common units in sépdransactions must combine the basis of thoge and maintain a single adjusted tax basis
for all those units. Upon a sale or other dispogitf less than all of the common units, a portibthat tax basis must be allocated to the
common units sold.

Limits on Deductions for Losses and Expet

Your deduction of your share of our losaikbe limited to your tax basis in your commonitsrand, if you are an individual or a
corporate holder that is subject to the "at riskes, to the amount for which you are considerdaketat risk” with respect to our activities, if
that is less than your tax basis. In general, ybiuoe at risk to the extent of your tax basis muy common units, reduced by (1) the portion of
that basis attributable to your share of our lieib8 for which you will not be personally liableé (2) any amount of money you borrow to
acquire or hold your common units, if the lendethafse borrowed funds owns an interest in us,lé&te@ to you or can look only to the
common units for repayment. Your at risk amount génerally increase by your allocable share ofincome and gain and decrease by cash
distributions to you and your allocable share sEks and deductions. You must recapture lossestéeldn previous years to the extent that
distributions cause your at risk amount to be thas zero at the end of any taxable year. Lossedlalived or recaptured as a result of these
limitations will carry forward and will be allowablto the extent that your tax basis or at risk amouhichever is the limiting factor,
subsequently increases. Any excess loss abovgahapreviously suspended by the at risk or basigdtions may no longer be used. It is not
entirely free from doubt whether you would be sabje additional loss limitations imposed by newlyacted Section 470 of the Internal
Revenue Code. The IRS has not yet issued finabgail limiting the scope of this anti-abuse provisiéou should therefore consult your own
tax advisors about the possible effect of this siow.

We will not generate income or losses ffpassive activities" for purposes of Section 46%hef Internal Revenue Code. Accordingly,
income allocated by us to a holder may not be bffgehe Section 469 passive losses of such haldeélosses allocated to a holder generally
may not be used to offset Section 469 passive ieaoisuch holder. In addition, other provisionsha Internal Revenue Code may limit or
disallow any deduction for losses by a holder af @ammon units or deductions associated with aedasets of the partnership in certain
cases. Holders should consult with their tax adgisegarding their limitations on the deductibilif/losses under applicable sections of the
Internal Revenue Code.

Limitations on Deductibility of Organizational Expses and Syndication Fe

In general, neither we nor any U.S. Holaary deduct organizational or syndication expen&aslection is available to our partnershiy
amortize organizational expenses over a 15-yeawghdrut we do not intend to make such an electBymdication fees (which would include
any sales or placement fees or commissions or wmiieig discount payable to third parties) mustdapitalized and cannot be amortized or
otherwise deducted.
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Limitations on Interest Deductiol

Your share of our interest expense isVikelbe treated as "investment interest" experis@u are a non-corporate U.S. Holder, the
deductibility of "investment interest" expense éngrally limited to the amount of your "net investmhincome." Your share of our dividend
and interest income will be treated as investmeearne, although "qualified dividend income" subjiecteduced rates of tax in the hands of an
individual will only be treated as investment inaifiyou elect to treat such dividend as ordinaigoime not subject to reduced rates of tax. In
addition, state and local tax laws may disallowdgihns for your share of our interest expense.

The computation of your investment integiense will take into account interest on anygimaa.ccount borrowing or other loan incur
to purchase a common unit. Net investment incoraleidies gross income from property held for investhaad amounts treated as portfolio
income under the passive loss rules less dedueiflenses, other than interest, directly conneetttthe production of investment income,
but generally does not include gains attributablthée disposition of property held for investmedtur this purpose, any long-term capital gain
or qualifying dividend income that is taxable atdeterm capital gain rates is excluded from neegtment income, unless the U.S. holder
elects to pay tax on such gain or dividend incotr@rdinary income rates.

Deductibility of Partnership Investment Expenditl® Individual Partners and by Trusts and Esti

Subject to certain exceptions, all miseedlaus itemized deductions of an individual taxpagead certain of such deductions of an esta
trust, are deductible only to the extent that stethuctions exceed 2% of the taxpayer's adjustessgncome. Moreover, the otherwise
allowable itemized deductions of individuals whgsess income exceeds an applicable threshold ansoersubject to reduction by an amount
equal to the product &f 3and the lesser of (1) 3% of the excess of the iddal's adjusted gross income over the thresholouaiy or (2) 809
of the amount of the itemized deductions. Suchcetdnas are being reduced on a phased basis thi20@h The operating expenses of the
Group Partnerships, including any management fais pay be treated as miscellaneous itemized diediscsubject to the foregoing rule.
Alternatively, it is possible that we will be reged to capitalize the management fees. Accordinfyljou are a non-corporate U.S. Holder, you
should consult your tax advisors with respect ®ahplication of these limitations.

Treatment of Distributions

Distributions of cash by us generally widlt be taxable to you to the extent of your adjlisée basis (described above) in your common
units. Any cash distributions in excess of youuatkd tax basis generally will be considered tgdia from the sale or exchange of your
common units (as described below). Under currems |such gain would generally be treated as cagétal and would be long-term capital
gain if your holding period for your common uniteceeds one year. A reduction in your allocable ssladiour liabilities, and certain
distributions of marketable securities by us, agated similar to cash distributions for U.S. fedémcome tax purposes.

Sale or Exchange of Common Units

You will recognize gain or loss on a sdle@ammon units equal to the difference, if anywestn the amount realized and your tax basis in
the common units sold. Your amount realized wilhbeasured by the sum of the cash or the fair maedat of other property received plus
your share of our liabilities, if an'

Gain or loss recognized by you on the salexchange of a common unit will generally be td&as capital gain or loss and will be long-
term capital gain or loss if the common unit wakltier more than one year on the date of such@aéxchange. Assuming we have not made
an election, referred to as a "QEF election," ¢éatour interest in a PFIC as a "qualified elecfingl,” or QEF, gain attributable to such an
interest would be taxable as ordinary income andlevbe subject to an interest charge. In
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addition, certain gain attributable to our investinii@ a controlled foreign corporation, or CFC, nieyordinary income and certain gain
attributable to "unrealized receivables” or "invagtitems" would be characterized as ordinary inegather than capital gain. For example, if
we hold debt acquired at a market discount, accrugdket discount on such debt would be treatediaeélized receivables." The deductibi
of capital losses is subject to limitations.

Holders who purchase units at differentesnand intend to sell all or a portion of the uniithin a year of their most recent purchase are
urged to consult their tax advisors regarding fygiaation of certain "split holding period" rulés them and the treatment of any gain or lo
long-term or short-term capital gain or loss.

Foreign Tax Credit Limitation

You will generally be entitled to a foreitax credit with respect to your allocable sharereflitable foreign taxes paid on our income and
gains. Complex rules may, depending on your pdaiaircumstances, limit the availability or usefofeign tax credits. Gains from the sale of
our foreign investments may be treated as U.Sceagaiins. Consequently, you may not be able tdhestoreign tax credit arising from any
foreign taxes imposed on such gains unless suclit can be applied (subject to applicable limitatipagainst tax due on other income treated
as derived from foreign sources. Certain lossetstkancur may be treated as foreign source losgeish could reduce the amount of foreign
tax credits otherwise available.

Section 754 Election

We currently do not intend to make the @becpermitted by Section 754 of the Internal Rexeode with respect to us. KKR
Management Holdings L.P. currently intends to msikeh an election and KKR Fund Holdings L.P. may enstkch an election. The electior
made, is irrevocable without the consent of the, &% would generally require us to adjust thebi@sis in our assets, or "inside basis,"
attributable to a transferee of common units ur@ksation 743(b) of the Internal Revenue Code tecotthe purchase price of the common t
paid by the transferee. However, this election dusapply to a person who purchases common uinéstty from us, including in this
offering, but would apply, if made, to our acqusit of interests in KKR Management Holdings L.Pd&KR Fund Holdings L.P. pursuant to
the exchange agreement. For purposes of this discys transferee's inside basis in our assetbaitonsidered to have two components:
(1) the transferee's share of our tax basis irasgets, or "common basis;" and (2) the Sectionbj4&{justment to that basis.

If no Section 754 election is made, thecelld be no adjustment for the transferee of comomats, or for us upon our acquisition of
interests in KKR Management Holdings L.P. or KKRhBWHoldings L.P., even if the purchase price oshoommon units, or interests, as
applicable, is higher than the common units' ceriesgts’ share of the aggregate tax basis of oatsasssthe assets of those Group Partnerships
immediately prior to the transfer. In that caseamale of an asset, gain allocable to the tragsfenuld include built-in gain allocable to the
transferee at the time of the transfer, which biniljain would otherwise generally be eliminated $ection 754 election had been made.

Even assuming no Section 754 election idend common units were transferred at a time wiverhad a "substantial built-in loss"
inherent in our assets, we would be obligated doce the tax basis in the portion of such asseibw@able to such common units.

Foreign Currency Gain or Los

Our functional currency will be the U.Slldo, and our income or loss will be calculatedUirs. dollars. It is likely that we will recognize
"foreign currency" gain or loss with respect toygactions involving non-U.S. dollar currenciesgameral, foreign currency gain or loss is
treated as ordinary income or loss. You should agibysur tax advisor with respect to the tax treanof foreign currency gain or loss.
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Passive Foreign Investment Compar

You may be subject to special rules applie#o indirect investments in foreign corporaticingluding an investment in a passive foreign
investment company, or PFIC.

A PFIC is defined as any foreign corponatigth respect to which either (1) 75% or morelef gross income for a taxable year is "pas
income" or (2) 50% or more of its assets in anykde year (generally based on the quarterly avesftfee value of its assets) produce "pas
income."” There are no minimum stock ownership nesments for PFICs. Once a corporation qualifiea BEIC it is, subject to certain
exceptions, always treated as a PFIC, regardlestiether it satisfies either of the qualificati@sts in subsequent years. Any gain on
disposition of stock of a PFIC, as well as incoma&lized on certain "excess distributions" by th&éRks treated as though realized ratably over
the shorter of your holding period of common uwpit®ur holding period for the PFIC. Such gain @oime is taxable as ordinary income and,
as discussed above, dividends paid by a PFIC mndiwvidual will not be eligible for the reduced eatof taxation that are available for certain
qualifying dividends. In addition, an interest aawould be imposed on you based on the tax deffémen prior years.

Although it may not always be possible,expect to make a QEF election where possible \eitpect to each entity treated as a PFIC to
treat such non-U.S. entity as a QEF in the firstryee hold shares in such entity. A QEF electioefective for our taxable year for which the
election is made and all subsequent taxable yearsnay not be revoked without the consent of thg. IRwe make a QEF election under the
Internal Revenue Code with respect to our intdreatPFIC, in lieu of the foregoing treatment, weuld be required to include in income each
year a portion of the ordinary earnings and nettabgains of the QEF called "QEF Inclusions," evfemot distributed to us. Thus, holders
be required to report taxable income as a resi&if Inclusions without corresponding receiptsadtc However, a holder may elect to defer,
until the occurrence of certain events, paymenhefU.S. federal income tax attributable to QERuUsions for which no current distributions
are received, but will be required to pay intemrsthe deferred tax computed by using the statustey of interest applicable to an extension of
time for payment of tax. Our tax basis in the skariesuch non-U.S. entities, and a holder's basisir common units, will be increased to
reflect QEF Inclusions. No portion of the QEF Irgitin attributable to ordinary income will be eliifor reduced rates of taxation. Amounts
included as QEF Inclusions with respect to dirext mdirect investments generally will not be taxagin when actually distributed. You
should consult your tax advisors as to the mamemhich QEF Inclusions affect your allocable shafreur income and your basis in your
common units.

Alternatively, in the case of a PFIC thagipublicly-traded foreign portfolio company, &sction may be made to "mark to market" the
stock of such foreign portfolio company on an antaais. Pursuant to such an election, you woudtligie in each year as ordinary income the
excess, if any, of the fair market value of sudtktover its adjusted basis at the end of the faxgdar. You may treat as ordinary loss any
excess of the adjusted basis of the stock ovéaiitsnarket value at the end of the year, but dalthe extent of the net amount previously
included in income as a result of the electionriopyears.

We may make certain investments, includargnstance investments in specialized investnfiemds or investments in funds of funds
through non-U.S. corporate subsidiaries of the @f@artnerships or through other non-U.S. corpanati®uch an entity may be a PFIC for
U.S. federal income tax purposes. In addition,aterf our investments could be in PFICs. Thuscarm® make no assurance that some of our
investments will not be treated as held througlirECPor as interests in PFICs or that such PFICkbeileligible for the "mark to market"
election, or that as to any such PFICs we will ble 0 make QEF elections.

If we do not make a QEF election with redtfe a PFIC, Section 1291 of the Internal Reveade will treat all gain on a disposition by
us of shares of such entity, gain on the dispasitiocommon units by a holder at a time when we shares of such entity, as well as certain
other defined "excess
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distributions,” as if the gain or excess distribativere ordinary income earned ratably over thetshof the period during which the holder
held its common units or the period during whichivedd our shares in such entity. For gain and exdestributions allocated to prior years,
(i) the tax rate will be the highest in effect fhat taxable year and (ii) the tax will be payaddmerally without regard to offsets from
deductions, losses and expenses. Holders willt@ssubject to an interest charge for any defeardNo portion of this ordinary income will
be eligible for the favorable tax rate applicalmédualified dividend income” for individual U.Segsons.

Controlled Foreign Corporations

A non-U.S. entity will be treated as a eolied foreign corporation, or CFC, if it is tredtas a corporation for U.S. federal income tax
purposes and if more than 50% of (i) the total comdh voting power of all classes of stock of the+#hS. entity entitled to vote or (ii) the to
value of the stock of the non-U.S. entity is owihgdJ.S. Shareholders on any day during the taxgdde of such non-U.S. entity. For purposes
of this discussion, a "U.S. Shareholder” with respe a non-U.S. entity means a U.S. person thatsdl®% or more of the total combined
voting power of all classes of stock of the non-le&tity entitled to vote.

When making investment or other decisioveswill consider whether an investment will be aGC&nd the consequences related there
we are a U.S. Shareholder in a non-U.S. entityith@eated as a CFC, each common unitholder magdpgéred to include in income its
allocable share of the CFC's "Subpart F" incomentep by us. Subpart F income generally includegldnds, interest, net gain from the sale
or disposition of securities, non-actively manageuts and certain other generally passive typ@scoine. The aggregate Subpart F income
inclusions in any taxable year relating to a pattic CFC are limited to such entity's current eageiand profits. These inclusions are treated as
ordinary income (whether or not such inclusionsatebutable to net capital gains). Thus, an itmesay be required to report as ordinary
income its allocable share of the CFC's Subpantbrme reported by us without corresponding receiptsaish and may not benefit from cap
gain treatment with respect to the portion of cannéngs (if any) attributable to net capital gairishe CFC.

The tax basis of our common units of such-b.S. entity, and a holder's tax basis in ourmam units, will be increased to reflect any
required Subpart F income inclusions. Such incorntidoe treated as income from sources within thététhStates, for certain foreign tax cre
purposes, to the extent derived by the CFC from Bb8rces. Such income will not be eligible for teduced rate of tax applicable to
"qualified dividend income” for individual U.S. mams. See "—Consequences to U.S. Holders of Contunds.” Amounts included as such
income with respect to direct and indirect investtaegenerally will not be taxable again when adyugiktributed.

Regardless of whether any CFC has Subpiakdme, any gain allocated to a unitholder fromdigposition of stock in a CFC will be
treated as ordinary income to the extent of theldrd allocable share of the current and/or accatadlearnings and profits of the CFC. In this
regard, earnings would not include any amountsipusly taxed pursuant to the CFC rules. HowevetrJasses (if any) of a non-U.S. entity
owned by us that is treated as a CFC will not flassigh to our holders. Moreover, a portion of & Holder's gain from the sale or exchange
of common units may be treated as ordinary incokng. portion of any gain from the sale or exchanfa oommon unit that is attributable t
CFC may be treated as an "unrealized receivabke™S-Sale or Exchange of Common Units."

If a non-U.S. entity held by us is classifias both a CFC and a PFIC during the time wa &res. Shareholder of such non-U.S. entity, a
holder will be required to include amounts in in@wmith respect to such non-U.S. entity pursuathi®subheading, and the consequences
described under the subheading "Passive Foreigestment Companies” above will not apply. If our evahip percentage in a non-U.S. entity
changes such that we are not a U.S. Shareholderegpect to such non-U.S. entity, then unitholdeay be subject to the PFIC rules. The
interaction of these rules is complex, and prospedtolders are urged to consult their tax advigothis regard.
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Investment Structur

To manage our affairs so as to meet thalifying income" exception for the publicly tradpdrtnership rules (discussed above) and
comply with certain requirements in our Limited fP@rship Agreement, we may need to structure ceim@iestments through an entity
classified as a corporation for U.S. federal incdaenepurposes. Such investment structures willrtiered into as determined in the sole
discretion of the Managing Partner in order to t¥eatax structure that generally is efficientdar unitholders. However, because our
unitholders will be located in numerous taxing $dictions, no assurances can be given that anyisuebtment structure will be beneficial to
all our unitholders to the same extent, and may éwpose additional tax burdens on some of outhoiders. As discussed above, if the entity
were a nonld.S. corporation it may be considered a PFIC.édfehtity were a U.S. corporation, it would be sabfe U.S. federal income tax |
its operating income, including any gain recognieadts disposal of its investments. In additidrthe investment involves U.S. real estate,
gain recognized on disposition would generally bigjesct to U.S. federal income tax, whether the omafion is a U.S. or a non-U.S.
corporation.

Taxes in Other State, Local, and Non-U.S. Jurisafist

In addition to U.S. federal income tax cemsences, you may be subject to potential U.S stad local taxes because of an investment in
us in the U.S. state or locality in which you amesident for tax purposes or in which we have stments or activities. You may also be
subject to tax return filing obligations and incarfranchise or other taxes, including withholdiagés, in state, local or non-U.S. jurisdictions
in which we invest, or in which entities in whickewawn interests conduct activities or derive incomeome or gains from investments helc
us may be subject to withholding or other taxeiiisdictions outside the United States, subje¢h®opossibility of reduction under applicable
income tax treaties. If you wish to claim the béneffan applicable income tax treaty, you may &éguired to submit information to tax
authorities in such jurisdictions. You should cdhgaur own tax advisors regarding the U.S. stiteal and non-U.S. tax consequences of an
investment in us.

Transferor/Transferee Allocations

In general, our taxable income and lossé$e determined and apportioned among investsisguconventions we regard as consistent
with applicable law. As a result, if you transferyy common units, you may be allocated income,,dags and deduction realized by us after
the date of transfer.

Although Section 706 of the Internal Revei@ode generally provides guidelines for allocaiohitems of partnership income and
deductions between transferors and transfereearbofgy interests, it is not clear that our allomatinethod complies with its requirements. If
our convention were not permitted, the IRS mighttead that our taxable income or losses must bicased among the investors. If such a
contention were sustained, your respective taxlili@ls would be adjusted to your possible detrimé&ur Managing Partner is authorized to
revise our method of allocation between transfeaoid transferees (as well as among investors wihterests otherwise vary during a taxable
period).

U.S. Federal Estate Taxes

If common units are included in the grosee of a U.S. citizen or resident for U.S. fetlestate tax purposes, then a U.S. federal estate
tax might be payable in connection with the dedtbuch person. Prospective individual U.S. Holddrsuld consult their own tax advisors
concerning the potential U.S. federal estate tassequences with respect to our common units.
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U.S. Taxation of Ta-Exempt U.S. Holders of Common Uni

A holder of common units that is a tax-epérganization for U.S. federal income tax purposed therefore generally exempt from U.S.
federal income taxation, will nevertheless be sttifie "unrelated business taxable income," or UBd the extent, if any, that its allocable
share of our income consists of UBTI. A tax-exeipguttner of a partnership that regularly engagestimade or business which is unrelated to
the exempt function of the tax-exempt partner nmudtide in computing its UBTI its pro rata sharehéther or not distributed) of such
partnership's gross income and deductions deried $uch unrelated trade or business. Moreovers-axempt partner of a partnership will
treated as earning UBTI to the extent that suctnpeship derives income from "debt-financed propeur if the partner interest itself is debt
financed. Debt-financed property means propertd teeproduce income with respect to which theradguisition indebtedness” (that is,
indebtedness incurred in acquiring or holding prope

In light of our investment activities, welMikely derive income that constitutes UBTI, mese we will likely incur acquisition-related
indebtedness. Because we are under no obligationinionize UBTI, tax-exempt U.S. Holders of commarits should consult their own tax
advisors regarding all aspects of UBTI.

Investments by U.S. Mutual Fund

U.S. mutual funds that are treated as eggdlinvestment companies, or RICs, for U.S. fddecame tax purposes are required, among
other things, to meet an annual 90% gross incordeaaquarterly 50% asset value test under Sectia(b3%f the Internal Revenue Code to
maintain their favorable U.S. federal income taatisd. The 90% gross income test generally reqthegsfor a corporation to qualify as a RIC,
at least 90 percent of such corporation's annwealne must be "qualifying income," which is gensréithited to investment income of various
types. The 50% asset value test generally reqthiegsfor a corporation to qualify as a RIC, at these of each quarter of the taxable year, at
least 50 percent of the value of such corporatimted assets must be represented by cash andteash(including receivables), Government
securities, securities of other RICs, and otheustes generally limited in respect of any onaigssto an amount not greater in value than
5 percent of the value of the total assets of thparation and to not more than 10 percent of thtstanding voting securities of such issuer.

The treatment of an investment by a RIEdmmon units for purposes of these tests will ddpenwhether we are treated as a "qualif
publicly traded partnership.” If our partnershiggstreated, then the common units themselveshareetevant assets for purposes of the 50%
asset value test and the net income from the commitg is the relevant gross income for purposab®@B0% gross income test. RICs may
invest greater than 25% of their assets in oneaemualifying publicly traded partnerships. Altame derived from a qualifying publicly
traded partnership is considered qualifying incdamgourposes of the RIC 90% gross income test alldowever, if we are not treated as a
qualifying publicly traded partnership for purposddhe RIC rules, then the relevant assets foRl&asset test will be the RIC's allocable
share of the underlying assets held by us andetkgant gross income for the RIC income test vélthe RIC's allocable share of the
underlying gross income earned by us. Whether Mlegualify as a "qualifying publicly traded partséip" depends on the exact nature of our
future investments, but it is likely that we wilbihbe treated as a "qualifying publicly traded parship.” In addition, as discussed above under
"—Consequences to U.S. Holders of Common Units," &g derive taxable income from an investment thabismatched by a correspond
cash distribution. Accordingly, a RIC investingdar common units may recognize income for U.S. feidacome tax purposes without
receiving cash with which to make distribution@mounts necessary to satisfy the distribution requénts under Sections 852 and 4982 o
Internal Revenue Code for avoiding income and ext@g. RICs should consult their own tax advisdisua the U.S. tax consequences of an
investment in common units.
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Consequences to N-U.S. Holders of Common Unit
U.S. Income Tax Consequences

We may be, or may become, engaged in atth& or business for U.S. federal income tax @sep, including by reason of our
investments in U.S. real property holding corpanasi in which case some portion of our income wdédreated as effectively connected
income with respect to non-U.S. holders, or "E@la non-U.S. Holder were treated as being engamgedJ.S. trade or business in any year
because of an investment in our common units ih gear, such non-U.S. Holder generally would bgs(bject to withholding by us on such
non-U.S. Holder's distributions of income; (2) rigqd to file a U.S. federal income tax return facls year reporting its allocable share, if any,
of income or loss effectively connected with suedé or business, including certain income from. ddéirces not related to KKR & Co. L.P.;
and (3) required to pay U.S. federal income taegular U.S. federal income tax rates on any sacbme. Moreover, a corporate non-U.S.
Holder might be subject to a U.S. branch profitsda its allocable share of its ECI. Any amountsthheld would be creditable against such
non-U.S. Holder's U.S. federal income tax liabjléyd such non-U.S. Holder could claim a refunthéextent that the amount withheld
exceeded such non-U.S. Holder's U.S. federal indaméability for the taxable year. Finally, if weere treated as being engaged in a U.S.
trade or business, a portion of any gain recogniged holder who is a non-U.S. Holder on the salexahange of its common units could be
treated for U.S. federal income tax purposes as &t hence such non-U.S. Holder could be sulpedt$. federal income tax on the sale or
exchange.

Although each non-U.S. Holder is requireghtovide an IRS Form V&; we may not be able to provide complete infororatelated to th
tax status of our investors to the Group Partnpssfar purposes of obtaining reduced rates of wittihg on behalf of our investors.
Accordingly, to the extent we receive dividendsiira U.S. corporation including the intermediatedimay company through the Group
Partnerships and its investment vehicles, youcalite share of distributions of such dividend ineamill be subject to U.S. withholding tax at
a rate of 30%. Distributions to you may also beectito withholding to the extent they are attrithle to the sale of a U.S. real property
interest or if the distribution is otherwise coresield fixed or determinable annual or periodic ineamder the Internal Revenue Code. You
need to take additional steps to receive a credifond of any excess withholding tax paid on yaccount, which may include the filing of a
non-resident U.S. income tax return with the IR&10kg other limitations, if you reside in a treatyigdiction which does not treat our
partnership as a pass-through entity, you may edlilgible to receive a refund or credit of excesS. withholding taxes paid on your account.
You should consult your tax advisors regardingtthatment of U.S. withholding taxes.

Special rules may apply in the case ofUddS. Holder that: (1) has an office or fixed @af business in the U.S.; (2) is present in the
U.S. for 183 days or more in a taxable year; oig3) former citizen of the U.S., a foreign inswmaicompany that is treated as holding a pa
interest in us in connection with their U.S. busiiea PFIC or a corporation that accumulates egsrimavoid U.S. federal income tax. You
should consult your tax advisors regarding theiappbn of these special rules.

U.S. Federal Estate Tax Consequences

The U.S. federal estate tax treatment ofcommon units with regards to the estate of acitren who is not a resident of the United
States is not entirely clear. If our common units iacludable in the U.S. gross estate of suchgpeithen a U.S. federal estate tax might be
payable in connection with the death of such perBoospective individual non-U.S. Holders who ape-gitizens and not residents of the
United States should consult their own tax advisorgcerning the potential U.S. federal estate tasequences with regard to our common
units.
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Administrative Matters
Taxable Year

We currently intend to use the calendar gseour taxable year for U.S. federal income tayppses. Under certain circumstances which
we currently believe are unlikely to apply, a tabeayear other than the calendar year may be redjfiresuch purposes.

Tax Matters Partner

Our Managing Partner will act as our "taattars partner." As the tax matters partner, theddag Partner will have the authority, sub
to certain restrictions, to act on our behalf immection with any administrative or judicial revi@fvour items of income, gain, loss, deduction
or credit.

Information Return:

We have agreed to furnish to you, as s@orasonably practicable after the close of ealdmdar year, tax information (including
Schedule K-1), which describes on a U.S. dollaisogsur share of our income, gain, loss and dedndtir our preceding taxable year. It will
require longer than 90 days after the end of maaliyear to obtain the requisite information fralllower-tier entities so that K-1s may be
prepared for the Partnership. Consequently, holofecemmon units who are U.S. taxpayers shoulcgatie the need to file annually with the
IRS (and certain states) a request for an extenmashApril 15 or the otherwise applicable due dditéneir income tax return for the taxable
year. In addition, each partner will be requiredeport for all tax purposes consistently with iff@rmation provided by us for the taxable y:

In preparing this information, we will ugarious accounting and reporting conventions, sofwehich have been mentioned in the
previous discussion, to determine your share aftime, gain, loss and deduction. The IRS may suad@ssbntend that certain of these
reporting conventions are impermissible, which daglsult in an adjustment to your income or loss.

We may be audited by the IRS. Adjustmeessiiting from an IRS audit may require you to atguprior year's tax liability and possibly
may result in an audit of your own tax return. Aauydit of your tax return could result in adjustnsenot related to our tax returns as well as
those related to our tax returns.

Tax Shelter Regulations

If we were to engage in a "reportable teation,"” we (and possibly you and others) woulddiiired to make a detailed disclosure of the
transaction to the IRS in accordance with recestiyed regulations governing tax shelters and gtbgmtially tax-motivated transactions. A
transaction may be a reportable transaction based any of several factors, including the fact ihat a type of tax avoidance transaction
publicly identified by the IRS as a "listed transaic" or that it produces certain kinds of lossegxcess of $2 million. An investment in us n
be considered a "reportable transaction" if, faragle, we recognize certain significant lossefiénftture. In certain circumstances, a
unitholder who disposes of an interest in a trati@acesulting in the recognition by such holdesigfificant losses in excess of certain
threshold amounts may be obligated to disclosgatticipation in such transaction. Our participatio a reportable transaction also could
increase the likelihood that our U.S. federal inediax information return (and possibly your taxura) would be audited by the IRS. Certait
these rules are currently unclear and it is posgshmt they may be applicable in situations othantsignificant loss transactions.

Moreover, if we were to participate in @oetable transaction with a significant purposavoid or evade tax, or in any listed transaction,
you may be subject to: (i) significant accur-related penalties with a broad scope; (ii) forstapersons otherwise entitled to deduct interest on
federal tax deficiencies, nondeductibility of irest on any resulting tax liability; and (iii) indttase of a listed transaction, an extended statute
of limitations.
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Unitholders should consult their tax advésooncerning any possible disclosure obligatiodenrthe regulations governing tax shelters
with respect to the dispositions of their interéstss.

Constructive Termination

Subject to the electing large partnershlps described below, we will be considered to Heeen terminated for U.S. federal income tax
purposes if there is a sale or exchange of 50%ave rof the total interests in our capital and gsofiithin a 12-month period.

Our termination would result in the clogeor taxable year for all holders of common unlitsthe case of a holder reporting on a taxable
year other than a fiscal year ending on our-end, the closing of our taxable year may resuthare than 12 months of our taxable income or
loss being includable in the holder's taxable inedar the year of termination. We would be requite@dhake new tax elections after a
termination. A termination could also result in pkies if we were unable to determine that the teation had occurred. Moreover, a
termination might either accelerate the applicatifror subject us to, any tax legislation enadtefbre the termination.

Withholding and Backup Withholding

For each calendar year, we will reportéo ynd the IRS the amount of distributions we ntadeu and the amount of U.S. federal
income tax (if any) that we withheld on those disttions. The proper application to us of rulesvdthholding under Section 1441 of the
Internal Revenue Code (applicable to certain divitde interest and similar items) is unclear. Beedhs documentation we receive may not
properly reflect the identities of partners at gayticular time (in light of possible sales of coomunits), we may over-withhold or under-
withhold with respect to a particular holder of goon units. For example, we may impose withholdiegit that amount to the IRS and thus
reduce the amount of a distribution paid to a no8-Wolder. It may turn out, however, the corregfiog amount of our income was not
properly allocable to such holder, and the withimgjdshould have been less than the actual withhgldsuch holder would be entitled to a
credit against the holder's U.S. tax liability &rwithholding, including any such excess withhiotyl but if the withholding exceeded the
holder's U.S. tax liability, the holder would haweeapply for a refund to obtain the benefit of eheess withholding. Similarly, we may fail to
withhold on a distribution, and it may turn out terresponding income was properly allocable to-d.S. Holder and withholding should
have been imposed. In that event, we intend tapaynder-withheld amount to the IRS, and we megttsuch under-withholding as an
expense that will be borne by all partners on arata basis (since we may be unable to allocatesaaly excess withholding tax cost to the
relevant non-U.S. holder).

Under the backup withholding rules, you rbaysubject to backup withholding tax (at the agglie rate, currently 28%) with respect to
distributions paid unless: (1) you are a corporatio come within another exempt category and detratesthis fact when required; or (2) you
provide a taxpayer identification number, certista no loss of exemption from backup withholdiag &nd otherwise comply with the
applicable requirements of the backup withholdergrules. If you are an exempt holder, you shoudticate your exempt status on a properly
completed IRS Form W-9. A non-U.S. Holder may dyadis an exempt recipient by submitting a propedynpleted IRS Form W-8BEN.
Backup withholding is not an additional tax. Thecamt of any backup withholding from a payment ta yall be allowed as a credit against
your U.S. federal income tax liability and may #atiou to a refunc

If you do not timely provide us (or theatimg agent or other intermediary, as appropriai#) IRS Form W-8 or W-9, as applicable, or
such form is not properly completed, you may becesunigect to U.S. backup withholding taxes in exa#sghat would have been imposed |
we received certifications from all investors. Seafcess U.S. backup withholding taxes may be tieayeus as an expense that will be borne
by all investors on a pro rata basis (since we braynable to allocate any such excess withholdirgost to the holders that failed to timely
provide the proper U.S. tax certifications).
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Nominee Reportin
Persons who hold an interest in our pastnipras a nominee for another person are requir&dish to us:

(1) the name, address and taxpayer identification numtie beneficial owner and the nominee;

2 whether the beneficial owner is: (i) a person thatot a U.S. person; (ii) a foreign governmentjraernational organization or
any wholly-owned agency or instrumentality of eitbéthe foregoing; or (iii) a tax-exempt entity;

3) the amount and description of common units helduaed or transferred for the beneficial owner;

4 specific information including the dates of acqtiisis and transfers, means of acquisitions andteas and acquisition cost for
purchases, as well as the amount of net proceensdales.

Brokers and financial institutions are rieed to furnish additional information, includinghether they are U.S. persons and specific
information on common units they acquire, holdransfer for their own account. A penalty of $50 faélure, up to a maximum of $100,000
per calendar year, is imposed by the Internal Reeepde for failure to report that information & Whe nominee is required to supply the
beneficial owner of the common units with the imi@tion furnished to us.

New Legislation or Administrative or Judicial Aati

The rules dealing with U.S. federal incoeation are constantly under review by personslired in the legislative process, the IRS and
the U.S. Treasury Department, frequently resuliingevised interpretations of established concegtégutory changes, revisions to regulations
and other modifications and interpretations. Naiemsce can be given as to whether, or in what famy,proposals affecting us or our
unitholders will be enacted. The present U.S. faldacome tax treatment of an investment in our wam units may be modified by
administrative, legislative or judicial interpratat at any time, and any such action may affectstiments and commitments previously made.
Changes to the U.S. federal income tax laws amdpretations thereof could make it more difficulirmpossible to be treated as a partnership
that is not taxable as a corporation for U.S. fallielcome tax purposes, affect or cause us to @éhanginvestments and commitments, affect
the tax considerations of an investment in us, ghdhe character or treatment of portions of ocoime (including, for instance, the treatment
of carried interest as ordinary income rather ttegpital gain) and adversely affect an investmemuincommon units. See "Risk Factors—
Risks Related to Our Business—Our structure inv®ba@mplex provisions of U.S. federal income tax famwhich no clear precedent or
authority may be available. Our structure alsailgect to potential legislative, judicial or adnsitrative change and differing interpretations,
possibly on a retroactive basis," and "—Legislati@s been introduced that would, if enacted, poeclis from qualifying as a partnership for
U.S. federal income tax purposes. If this or amyilair legislation or regulation were to be enaaed apply to us, we would incur a material
increase in our tax liability that could resultameduction in the value of our common units.” Vid aur unitholders could be adversely
affected by any such change in, or any new, tax tagulation or interpretation. Our organizatiodatuments and agreements permit the b
of directors to modify the amended and restatedatdipgy agreement from time to time, without the semt of the unitholders, in order to
address certain changes in U.S. federal incomee@dations, legislation or interpretation. In socireumstances, such revisions could have a
material adverse impact on some or all of our whitérs.

THE FOREGOING DISCUSSION IS NOT INTENDED AS A SUBSTITUTE FOR CAREFUL TAX PLANNING. THE TAX
MATTERS RELATING TO KKR AND ITS UNITHOLDERS ARE COM PLEX AND ARE SUBJECT TO VARYING
INTERPRETATIONS. MOREOVER, THE MEANING AND IMPACT O F TAX LAWS AND OF PROPOSED CHANGES WILL
VARY WITH THE PARTICULAR CIRCUMSTANCES OF EACH PROS PECTIVE UNITHOLDER. PROSPECTIVE
UNITHOLDERS SHOULD CONSULT THEIR TAX ADVISORS WITH RESPECT TO THE FEDERAL, STATE, LOCAL AND
OTHER TAX CONSEQUENCES OF ANY INVESTMENT IN THE COM MON UNITS.
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UNDERWRITING

We and the underwriters named below, foomtMorgan Stanley & Co. Incorporated and Citigr@lpbal Markets Inc. are acting as
representatives, have entered into an underwritgrgement covering the common units to be solbisnaffering. Subject to the terms and
conditions of the underwriting agreement, we hayeead to sell to the underwriters, and each undemiras severally agreed to purchase, at
the initial public offering price less the undertivrg discounts and commissions set forth on theecpage of this prospectus, the number of
common units listed next to its name in the follogviable:

Number of
Underwriters Common Units

Morgan Stanley & Co. Incorporatt
Citigroup Global Markets Inc

Total

The underwriters are offering the commoitsusubject to their acceptance of the common drote us and subject to prior sale. The
underwriting agreement provides that the obligatiohthe several underwriters to pay for and acdefivery of the common units offered by
this prospectus are subject to the approval ohsehkegal matters by their counsel and to cert#tireioconditions. The underwriters are oblige
to take and pay for all of the common units offelbgahis prospectus if any such common units écertaHowever, the underwriters are not
required to take or pay for the common units cosdne the underwriters' over-allotment option ddsedi below.

The underwriters initially propose to offart of the common units directly to the publigtet public offering price listed on the cover
page of this prospectus and part to certain deateagrice that represents a concession not iessxaf $ per unit under the public offg
price. After the initial offering of the common tsithe offering price and other selling terms rfrayn time to time be varied by the
representatives.

We have granted to the underwriters arooptxercisable for 30 days from the date of thispectus, to purchase up to an aggregate
of additional common units at the publifedng price listed on the cover page of this pexgus, less underwriting discounts and
commissions. The underwriters may exercise thimogolely for the purpose of covering over-allotitsg if any, made in connection with the
offering of the common units offered by this prasos. To the extent the option is exercised, eacterwriter will become obligated, subjec
specified conditions, to purchase approximatelysdm@e percentage of additional common units asuh#er listed next to the underwriter's
name in the preceding table bears to the total murmbcommon units listed next to the names ofiatlerwriters in the preceding table. If the

underwriters' option is exercised in full, the tqigce to the public would be $ , the total underwriters' discounts would be
$ and the total proceedssavould be $
We and all of the directors and officeraf Managing Partner have agreed that withoupthee written consent of on behalf of

the underwriters, we and they will not, during gegiod ending days after the date of thispeatus:

. offer, pledge, sell, contract to sell, sell anyioptor contract to purchase, purchase any optiaootract to sell, grant any
option, right or warrant to purchase, lend or otfige transfer or dispose of, directly or indirectiyty common units or any
securities convertible into or exercisable or exg®able for common units; or
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. enter into any swap or other arrangement thatfeesmiso another, in whole or in part, any of thereamic consequences
ownership of the common units;

whether any such transaction described abovelis s®ettled by delivery of common units or such pHeeurities, in cash or otherwise. In
addition, we have agreed that, without the pridttem consent of on behalf of the undéesxs, we will not file any registration

statement with the SEC relating to the offeringuo§ common units or any securities convertible ortexercisable or exchangeable for
common units (other than any registration staternarfform S-8 to register common units issued @rwesl for issuance under our 2007
Equity Incentive Plan). All of the directors andioérs of our Managing Partner have also agreet] without the prior written consent

of on behalf of the underwriters, theill wot during the period ending days aftee date of this prospectus, make any demand for,
or exercise any right with respect to, the regigiraof any common units or any securities contgtinto or exercisable or exchangeable for
common units.

The -day restricted period describethapreceding paragraph will be extended if:

. during the last 17 days of the-day restricted period we issue an earnings releaseterial news or a material event relatin
KKR occurs; or

. prior to the expiration of the -day restricteztipd, we announce that we will release earningslte during the 16-day period
beginning on the last day of the -day period,

in which case the restrictions described in thegueng paragraph will continue to apply until thepieation of the 18-day period beginning on
the issuance of the earnings release or the ocmaaf the material news or material event. Thesgictions do not apply to certain sales,
issuances, distributions and transfers. See "Comumits Eligible for Future Sale—Lock-Up Arrangemefit

The following table shows the per commoit and total underwriting discounts payable by Tise amounts are shown assuming both no

exercise and full exercise of the underwritersiapto purchase up to additional commoitsun
Paid by Us
No Exercise Full Exercise
Per common uni $ $
Total $ $

In addition, we estimate that the expemdehis offering payable by us, other than undetingi discounts, will be approximately $

In order to facilitate the offering of thbemmon units, the underwriters may engage in tiiwses that stabilize, maintain or otherwise
affect the price of the common units. The underwsitnay sell more common units than they are ofgliyeo purchase under the underwriting
agreement, creating a short position. A shortisdleovered" if the short position is no greatartithe number of common units available for
purchase by the underwriters under their over+akwtt option. The underwriters can close out a ashort sale by exercising their over-
allotment option or purchasing common units indpen market. In determining the source of commadts ua close out a covered short sale,
the underwriters will consider, among other thirtge, open market price of common units comparetegrice available under their over-
allotment option. The underwriters may also sethown units in excess of their over-allotment opticneating a "naked short” position. The
underwriters must close out any naked short pashiyppurchasing common units in the open markataked short position is more likely to
be created if the underwriters are concerned Heaetmay be downward pressure on the price ofdheon units in the open market after
pricing that could adversely affect investors whiwghase in the offering. In addition, to stabilihe price of the common units, the
underwriters may bid for and purchase common unitee open market. Finally, the underwriting syradé may reclaim selling concessions
allowed to an underwriter or a dealer for distribgtthe common units in the offering, if the syrate
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repurchases previously distributed common unitoieer syndicate short positions or to stabilizeghiee of the common units. These activi
may raise or maintain the market price of the commnoits above independent market levels or presergtard a decline in the market price
the common units. The underwriters are not requineshgage in these activities, and may end atlyesfe activities at any time.

The underwriters may also impose a peratty This occurs when a particular underwriter yept@ the underwriters a portion of the
underwriting discount received by it because  has repurchased common units sold by ohiiatccount of such underwriter in stabilizing
or short covering transactions.

Purchases to cover a short position artdligiag transactions may have the effect of preienor retarding a decline in the market price
of common units, and together with the impositiéthe penalty bid, may stabilize, maintain or othise affect the market price of the comr
units. As a result, the price of the common unigsy/rbe higher than the price that otherwise migigten the open market. If these activities
commenced, they may be discontinued at any timesd transactions may be effected on the New Ya&k3IExchange, in the over-the-
counter market or otherwise.

We intend to apply to list the common umpitsthe New York Stock Exchange under the symb&RK

Affiliates of some of the underwriters olimited partner interests in some of our investnfantds. Affiliates of the underwriters have
participated, or in the future may participatecminvestments with our investment funds in portf@ompanies of these investment funds. In
addition, each of the underwriters or their respectffiliates have performed, and are likely tmtioue in the future to perform, various
investment banking, financial advisory and lendiiegvices for us, our investment funds and our fupdgfolio companies, for which they he
received and are likely to continue in the futuweedceive customary fees and such fees in the gggrenay be substantial.

A prospectus in electronic format may beleavailable on the websites maintained by oneaemnderwriters. The representatives may
agree to allocate a number of common units to wmdkers for sale to their online brokerage accdwiters. Internet distributions will be
allocated by the representatives to underwriteasriey make Internet distributions on the samestasibther allocations. Other than the
prospectus in electronic format, the informationaory underwriter's or selling group member's webaitd any information contained in any
other website maintained by an underwriter or sgliroup member is not part of the prospectuserelistration statement of which this
prospectus forms a part, has not been approveddarged by us or any underwriter or selling growgamer in its capacity as underwriter or
selling group member and should not be relied upoimvestors. In addition, common units may be dnldhe underwriter to securities dealers
who resell common units to online brokerage accboiders.

We and the underwriters have agreed tonmify each other against certain liabilities, irdilg liabilities under the Securities Act.
Directed Sale Program

At our request, the underwriters have nesbfor sale, at the initial public offering priag to common units offered in this
prospectus for our principals, employees, limitadipers in our investment funds and others havisigrificant business relationship with
KKR. Persons who purchase such reserved commos wititoe required to agree, during the period agdi days after purchasing such
common units, not to sell, transfer, assign, plealgeypothecate such common units. This lock-upoplewill be extended if during the last
17 days of the lock-up period we issue a releasatadmarnings or material news or events relatingstoccurs, or, prior to the expiration of the
lock-up period, we announce that we will releasaiegs results during the 16-day period beginnindh® last day of the lock-up period, in
which case the restrictions described above wiltiooie to apply until the expiration of the -dagriod beginning on the issuance of the
release or the occurrence of the material newsatenal event.
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The number of common units available fde $a the general public will be reduced to theeexisuch persons purchase such reserved
common units. Any reserved common units that atesagurchased will be offered by the underwriterthe general public on the same basis
as the other common units offered in this prospectu

Pricing of the Offering

Prior to this offering, there has been oblig market for our common units. The initial pighdffering price will be determined by
negotiations between us and the representativesngrhe factors to be considered in determiningritial public offering price will be our
future prospects and those of our industry in ganeur sales, earnings and other financial opagétiformation in recent periods, and the
price-earnings ratios, price-sales ratios, markieep of securities and financial and operatingiimfation of companies engaged in activities
similar to ours. The estimated initial public offeg price range set forth on the cover page ofghédiminary prospectus is subject to change as
a result of market conditions and other factors.
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LEGAL MATTERS

The validity of the common units will begsad upon for us by Simpson Thacher & Bartlett LNBw York, New York, and Simpson
Thacher & Bartlett LLP has opined as to certain.Befleral income tax matters with respect to ustarepartners of Simpson Thacher &
Bartlett LLP, members of their families and relapedsons have an interest representing less thaof #8¢ capital commitments of investment
funds that we manage. Certain legal matters in ection with this offering will be passed upon fbetunderwriters by Davis Polk & Wardw:
New York, New York.

EXPERTS

The statement of financial condition of KKRCo. L.P. as of June 29, 2007, included in thiezspectus has been audited by Deloitte &
Touche LLP, independent registered public accogrfirm, as stated in their report appearing elsewlinerein, and is included in reliance u
the report of such firm given upon their authogg/experts in accounting and auditing.

The statement of financial condition of KKiRanagement LLC as of June 29, 2007, includedimglospectus has been audited by
Deloitte & Touche LLP, independent registered publicounting firm, as stated in their report apipeaelsewhere herein, and is included in
reliance upon the report of such firm given upcgirthuthority as experts in accounting and auditing

The combined financial statements of KKR@r as of December 31, 2006 and 2005, and for efdttte three years in the period ended
December 31, 2006, included in this prospectus baes audited by Deloitte & Touche LLP, independegtstered public accounting firm, as
stated in their report appearing elsewhere hevelirich report expresses an unqualified opinion aetudes an explanatory paragraph relating
to the restatement discussed in Note 13), anchaheded in reliance upon the report of such firvegi upon their authority as experts in
accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC a registratitateament on Form S-1 under the Securities Act vagipect to the common units offered in this
prospectus. This prospectus, filed as part of ¢lgéstration statement, does not contain all ofitf@mation set forth in the registration
statement and its exhibits and schedules, porbbmgich have been omitted as permitted by thesrated regulations of the SEC. For further
information about us and our common units, we reer to the registration statement and to its d@ihénd schedules. Statements in this
prospectus about the contents of any contracteaggat or other document are not necessarily compled, in each instance, we refer you to
the copy of such contract, agreement or documiertt &s an exhibit to the registration statement.

Anyone may inspect the registration statgmaed its exhibits and schedules without chargbheapublic reference facilities the SEC
maintains at 100 F Street, N.E., Washington, D@543. You may obtain copies of all or any parttefse materials from the SEC upon the
payment of certain fees prescribed by the SEC. iay obtain further information about the operatidthe SEC's Public Reference Room by
calling the SEC at 1-800-SEC-0330. You may alspéaasthese reports and other information withoatrgh at a website maintained by the
SEC. The address of this website is http://wwwg®Bc.

Upon completion of this offering, we wikbome subject to the informational requirementhefExchange Act and will be required to
reports and other information with the SEC. You Wwé able to inspect and copy these reports aret atformation at the public reference
facilities maintained by the SEC at the addresechabove. You also will be able to obtain copiethidf material from the Public Reference
Room of the SEC as described above, or inspect thi#mut charge at the SEC's website. We interfdrimish our unitholders with annual
reports containing consolidated financial statemenidited by our independent registered public @utiog firm.
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The KKR Group has operated in the U.S. throughousriimited liability companies and partnerships.&result, the KKR Group
income has generally not been subject to U.S. &decome taxes. Taxes related to income earnguhtiyerships represent obligations
of the individual partners. Income taxes shownleEnKKR Group's historical combined statements obine are attributable to taxes
incurred in non-U.S. entities and to New York Qityincorporated business tax attributable to the KB#up's operations apportioned
to New York City. Unaudited pro forma taxes basadie Reorganization Transactions are providedimitie Unaudited Pro Forma
Financial Information section of this prospectus.

The KKR Group's business is presently conductenltin a large number of entities which are undectmemon control of our seni
principals and the common ownership of our existmgers, and for which there is no single holdintite. Accordingly, the KKR
Group has not presented historical earnings perofitihe combined entities. Unaudited pro formangags per unit, based on the
Reorganization Transactions, are provided withenWWmaudited Pro Forma Financial Information sectibthis prospectus.
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Report of Independent Registered Public Accountingrirm
To the Partners of KKR & Co. L.P.:

We have audited the accompanying stateofdirtancial condition of KKR & Co. L.P. (the "Paership™) as of June 29, 2007. This
financial statement is the responsibility of thetRership's management. Our responsibility is foregs an opinion on this financial statement
based on our audit.

We conducted our audit in accordance withstandards of the Public Company Accounting Qgkt8oard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdintrecial statement is free of material
misstatement. The Partnership is not required ve haor were we engaged to perform, an audit ahiegnal control over financial reporting.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigrawnglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsasimopinion on the effectiveness of the Partnpisimternal control over financial reporting.
Accordingly, we express no such opinion. An aullibancludes examining, on a test basis, evidenppating the amounts and disclosures in
the financial statement, assessing the accountingiples used and significant estimates made byagement, as well as evaluating the ov
financial statement presentation. We believe thatodit provides a reasonable basis for our opinio

In our opinion, such financial statemerggants fairly, in all material respects, the firahposition of KKR & Co. L.P. as of June 29,
2007, in conformity with accounting principles geslly accepted in the United States of America.

/s/ Deloitte & Touche LLP

New York, New York
July 3, 2007
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KKR & CO. L.P.

Statement of Financial Condition as of June 29, 200

Assets
Cash $ 1,00(
I
Partners' Capital
Partners' Capite $ 1,00(
I

Notes to Statement of Financial Condition

1. ORGANIZATION

KKR & Co. L.P. (the "Partnership") was fathas a Delaware limited partnership on June 2B/ 2Bursuant to a series of transactions,
the Partnership will become a holding partnershig its sole assets are expected to consist of@bngy equity interests in KKR Management
Holdings Corp. and KKR Fund Holdings L.P. Throubbge equity interests, the Partnership will opeaat# control all of the businesses and
affairs of those entities and their subsidiarieKRXManagement LLC is the general partner of tharfeaship.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting—The accompanying Statement of Financial Conditias been prepared in accordance with accountingiples
generally accepted in the United States of Amef&gparate Statements of Income, Changes in Par@eg#al and Cash Flows have not been
presented in the financial statement because tteere been no activities of the Partnership.

3. PARTNERS' CAPITAL
An organizational limited partner of thertharship contributed $1,000 to the Partnershigoinnection with the Partnership's formation.
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Report of Independent Registered Public Accountingrirm
To the Members of KKR Management LLC:

We have audited the accompanying stateofdirtancial condition of KKR Management LLC (th€8mpany”) as of June 29, 2007. This
financial statement is the responsibility of then@pany's management. Our responsibility is to expamsopinion on this financial statement
based on our audit.

We conducted our audit in accordance withstandards of the Public Company Accounting Qgkt8oard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdintirecial statement is free of material
misstatement. The Company is not required to hawewere we engaged to perform, an audit of itsrivdl control over financial reporting.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigrawnglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the Companiesnal control over financial reporting.
Accordingly, we express no such opinion. An aullibancludes examining, on a test basis, evidenppating the amounts and disclosures in
the financial statement, assessing the accountingiples used and significant estimates made byagement, as well as evaluating the ov
financial statement presentation. We believe thatodit provides a reasonable basis for our opinio

In our opinion, such financial statemerggants fairly, in all material respects, the firahposition of KKR Management LLC as of June
29, 2007, in conformity with accounting principlgsnerally accepted in the United States of America.

/s/ Deloitte & Touche LLP

New York, New York
July 3, 2007
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KKR MANAGEMENT LLC

Statement of Financial Condition as of June 29, 200

Assets
Cash $ 1,00(
I
Members' Capital
Members' Capite $ 1,00(
I

Notes to Statement of Financial Condition
1. ORGANIZATION

KKR Management LLC (the "Company") was fedras a Delaware limited liability company on J@Be2007. The Company has been
established to serve, pursuant to a series ofdutansactions, as the general partner of KKR &LC®.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting—The accompanying Statement of Financial Conditias been prepared in accordance with accountingiples
generally accepted in the United States of AmefSegarate Statements of Income, Changes in Men®apital and Cash Flows have not b
presented in the financial statement because ttere been no activities of the Company.

3. MEMBERS' CAPITAL
Organizational members of the Company doutied $1,000 to the Company in connection withatsnation.
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Report of Independent Registered Public Accountingrirm
To the Partners of the KKR Group:

We have audited the accompanying combitegdraents of financial condition of the KKR Groulpg "Company") as of December 31,
2006 and 2005, and the related combined stateroéirtsome, changes in partners' capital and castsffor each of the three years in the
period ended December 31, 2006. These financiemtnts are the responsibility of the Company'sagament. Our responsibility is to
express an opinion on these financial statemersiscban our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €igat Board (United States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. The Company is not required to hawewere we engaged to perform, an audit of itsrivdl control over financial reporting.

Our audits included consideration of internal cohtwer financial reporting as a basis for desigrandit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsasimopinion on the effectiveness of the Companyésnal control over financial reporting.
Accordingly, we express no such opiniofin audit also includes examining, on a test basiglence supporting the amounts and disclosures ir
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, such combined financiakstaents present fairly, in all material respedts,dombined financial position of the KKR
Group as of December 31, 2006 and 2005, and théioewh results of their operations and their castvdlfor each of the three years in the
period ended December 31, 2006, in conformity \@ithounting principles generally accepted in theté¢hBtates of America.

As discussed in Note 13, the accompanyimglined financial statements have been restated.
/s/ Deloitte & Touche LLP

New York, New York

July 3, 2007

(November 9, 2007, as to Note 12 and as to the
effects of the restatement discussed in Note 13)
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KKR GROUP
Combined Statements of Financial Condition
As of December 31, 2006 and 2005
(Dollars in Thousands)

December 31,

2006 2005
(Restated) (Restated)

Assets
Cash and Cash Equivalel $ 92,99: $ 96,29:
Cash and Cash Equivalents Held at Consolidatedié&s 2,299,65! 193,70t
Restricted Cash and Cash Equivale 108,29! —
Investments, at Fair Valt 20,538,24 12,961,28
Due from Affiliates 115,56 50,08’
Other Asset: 138,03¢ 68,04
Total Assets $ 23,292,788 $ 13,369,41

I I
Liabilities and Partners' Capital

Debt Obligation:s $ 948,80 $ 249,43¢
Accounts Payable, Accrued Expenses and Other [tiabi 333,12( 169,33¢
Total Liabilities 1,281,92. 418,77¢

Commitments and Contingencies

Non-Controlling Interests in Consolidated Entities 20,318,44 11,518,01

Partners' Capital

Partners' Capite 1,684,79 1,426,48
Accumulated Other Comprehensive Inca 7,62¢ 6,134
Total Partners' Capital 1,692,421 1,432,62.
Total Liabilities and Partners' Capital $ 23,292,788 $ 13,369,41

See notes to combined financial statements.
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Revenues
Fee Income

Expenses
Employee Compensation and Bene
Occupancy and Related Char
General, Administrative and Oth
Fund Expense

Total Expenses

Investment Income
Net Gains from Investment Activitie
Dividend Income
Interest Income
Interest Expens

Total Investment Income

KKR GROUP

Combined Statements

of Income

For the Years Ended December 31, 2006, 2005 and 200

(Dollars in Thousands)

Income before Nor-Controlling Interests in Income of Consolidated

Entities and Income Taxes

Non-Controlling Interests in Income of ConsolidatedEntities

Income Before Taxes
Income Taxes

Net Income

Year Ended December 31,

2006 2005 2004

(Restated) (Restated) (Restated)
$ 410,32¢ % 232,94¢ 3 183,46:
131,66° 79,64 69,95¢
19,29¢ 13,53¢ 10,68¢
78,154 54,33¢ 36,93
38,35( 20,77¢ 16,47(
267,46t 168,29: 134,04!
3,105,52. 2,984,50. 3,026,391
714,06¢ 729,92¢ 14,611
210,87: 27,16¢ 54,06(
(29,54:) (697) (524)
4,000,92: 3,740,89! 3,094,54.
4,143,78! 3,805,55: 3,143,96!
3,039,67 2,870,03! 2,358,45i
1,104,10: 935,51 785,50:
4,162 2,90(C 6,26¢
$ 1,099,94! $ 932,61¢ $ 779,23
I I I

See notes to combined financial statements.
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KKR GROUP
Combined Statements of Changes in Partners' Capital
For the Years Ended December 31, 2006, 2005 and 200

(Dollars in Thousands)

Partners' Accumulated Other Total Partners'
Capital Comprehensive Capital
(Restated) Income (Loss) (Restated)
Balance at January 1, 200: $ 725,91¢ $ 2,88( $ 728,79¢
Comprehensive Incon
Net Income 779,23 779,23
Other Comprehensive Inco—
Currency Translation Adjustme 4,28¢ 4,284
Total Comprehensive Incon 783,52:
Capital Contribution: 156,11¢ 156,11¢
Capital Distributions (632,969 (632,969
Balance at December 31, 20C 1,028,30! 7,164 1,035,46-
Comprehensive Incon
Net Income 932,61¢ 932,61¢
Other Comprehensive Inco—
Currency Translation Adjustme (2,030 (2,030
Total Comprehensive Incon 931,58t
Capital Contribution: 146,34« 146,34«
Capital Distributions (680,77 (680,77
Balance at December 31, 20C 1,426,48 6,13¢ 1,432,62.
Comprehensive Incon
Net Income 1,099,94! 1,099,94!
Other Comprehensive Inconr
Currency Translation Adjustme 1,48¢ 1,48¢
Net Change in Unrealized Gain on Securi
Available for Sale 3 3
Total Comprehensive Incon 1,101,43
Capital Contribution: 267,11° 267,11
Capital Distribution: (2,108,75) (1,108,75)
Balance at December 31, 20C $ 1,684,79. $ 7,62¢ $ 1,692,42

See notes to combined financial statements.
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KKR GROUP

Combined Statements of Cash Flows

For the Years Ended December 31, 2006, 2005 and 200

(Dollars in Thousands)

Cash Flows from Operating Activities

Net Income

Adjustments to Reconcile Net Income to Net Caste@s) Provided

By Operating Activities
Non-Controlling Interests in Income of Consolidated ified
Net Realized Gains on Investme
Change in Unrealized Gains on Investments AlloctdblEKR Groug
Change in Unrealized Losses (Gains) on Investmiidsable to
Non-Controlling Interest:
Other Noi-Cash Amounts Included in Net Incor

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

Net Cash (Used In) Provided By Operating Activil

Cash Flows from Investing Activities
Change in Restricted Cash and Cash Equiva
Purchase of Furniture, Equipment and Leaseholddagment:

Net Cash Used in Investing Activitir

Cash Flows from Financing Activities
Distributions to No-Controlling Interests in Consolidated Entit
Contributions from No-Controlling Interests in Consolidated Entit
Distributions to Partnel
Contributions from Partne|
Proceeds from Debt Obligatio
Repayment of Debt Obligatiol

Net Cash Provided By (Used in) Financing Activi

Net (Decrease) Increase in Cash and Cash Equivalet
Cash and Cash Equivalents, Beginning of Y

Cash and Cash Equivalents, End of Y

Supplemental Disclosures of Cash Flow Informatiol
Payments for Intere:
Payments for Income Tax
Supplemental Nor-Cash Financing Activities
Non-Cash Distributions to Non-Controlling Interestsdonsolidated
Entities
Non-Cash Distributions to Partne
Restricted stock grant from affilia
Stock option grant from affiliat

Year Ended December 31,

See notes to combined financial stateme

2006 2005 2004
(Restated) (Restated) (Restated)

$ 1,099,94! $ 932,61¢ $ 779,23
3,039,67 2,870,03! 2,358,45!
(3,244,93) (1,567,31) (2,932,80)

(3,83%) (274,71) (56,41()

143,24 (1,142,48) 37,18¢

(16,069 (7,029) (13,899

(2,105,94) (143,94:) 16,96¢

(65,472 (22,28 (14,65()

(68,71%) (18,027 152,11«

60,18¢ 30,02¢ (12,83%)

(9,555,63) (3,399,74) (3,081,99)
5,186,40! 2,636,39! 4,642,76
(5,531,14) (106,449 1,799,76
(108,29Y) — _

(21,815 (5,05%) (2,575

(130,110 (5,052) (2,575
(5,675,56) (3,333,37) (4,469,24)
11,430,56 3,633,69! 3,173,92
(1,063,53) (561,84() (598,31))

267,11 146,34 156,11¢

3,722,371 273,84 54,46:
(3,023,01) (24,407 (54,465)
5,657,95. 134,27: (1,737,50)

(3,302) 22,77 59,68:

96,29: 73,52: 13,83¢

$ 92,99. $ 96,29 $ 73,52
;s |
$ 16,96: $ 114 $ 457
$ 593¢ $ 2527 $ 3,067
$ 10,06( $ 4,70¢ —
$ 4522 $ 118,93! $ 34,65¢
$ 45,65¢ $ 23,87

— — 3 1,74(C
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KKR GROUP
Notes to Combined Financial Statements

(All Dollars Are in Thousands Except Where Otherwig Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION

The KKR Group (the "Company") is a globlmative asset manager with principal executiffiees in New York and Menlo Park,
California. The Company's alternative asset managéimsiness involves sponsoring and managing timezg funds that make investments
worldwide in private equity and debt transactionsehalf of third-party investors and the Compaonwsers ("Principals"), including its
founders. In connection with these activities, @empany also manages substantial investments ilicprduity. With respect to certain funds
that it sponsors, the Company commits to contrilaugpecified amount of equity as the general paghthe fund (ranging from approximately
2% to 3% of the funds' total capital commitmentsjund a portion of acquisition price for the fundivestments.

The accompanying combined financial statemef the Company include the results of six ef @ompany's private equity funds and two
of the Company's credit strategy funds (the "KKRi#fsl'") and the general partners and management coespaf those funds. The Company
operates as a single professional services firncanies out its investment activities under th&R brand name. The entities comprising the
Company are under the common control of its seProrcipals (the "Senior Principals"). The SenidnPBipals are actively involved in the
Company's operations and management.

The accompanying combined financial statémiclude the accounts of the management compaspecifically Kohlberg Kravis
Roberts & Co. L.P., KKR Financial Advisors LLC ak&KR Strategic Capital Management, L.L.C., as wsltlze general partners of the priv
equity funds (collectively, the "Common Control Ees") and their respective consolidated funds:RKk996 Fund, KKR European Fund,
KKR Millennium Fund, KKR European Fund I, KKR 206&nd, KKR Private Equity Investors and certainhef KKR Strategic Capital
Funds. KKR Private Equity Investors consists ofigper-tier limited partnership, which is referredas the feeder fund, that makes all of its
investments through a lower-tier limited partnepshvhich is referred to as the master fund, of Whie feeder fund is the sole limited partner.
The accompanying combined financial statementsidethe general partner of the KKR Private Equitiektors master fund but does not
include the general partner of the KKR Private Bglrvestors feeder fund.

KKR Financial Holdings LLC ("KFN") is a plibly traded credit strategy fund whose limitedildly Company interests are listed on the
New York Stock Exchange under the symbol "KFN." KiENnanaged by the Company but is not under themammcontrol of the Senic
Principals or otherwise consolidated by the Compangontrol is maintained by third-party invest&tEN was organized in August 2004 and
completed its initial public offering on June 2005. As of December 31, 2006 and 2005, KFN hadalm#ed assets of $17.6 billion and
$15.3 billion, respectively, and stockholders' ¢gof $1.7 billion. Shares of KFN held by the Compare accounted for as trading securities
(see Note 2, "Summary of Significant Accountingi€ies—Management fees received from consolidateldumeconsolidated funds™) and
represented approximately 2.0% and 3.3% of KFNtstanding shares as of December 31, 2006 and 28§aectively. If the Company were
exercise all of its outstanding vested and unvespdins, the Company's ownership interest in KFiNild be approximately 4.3% and 5.7% of
KFN's outstanding shares as of December 31, 200@@05, respectively.

For management reporting purposes, the @ompperates through two reportable business segmen

. Private Equity —The Company's private equity segment involves sprimg and managing a group of funds that m
primarily control-oriented investments in connentisith leveraged buyouts and
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other similar investment opportunities. These fumdsmanaged by Kohlberg Kravis Roberts & Co. iRl currently consist of
a number of private equity funds that have a filifteand investment period ("Traditional Privatguiy Funds™) and KKR
Private Equity Investors, a private equity-orienpedmanent capital fund that has a perpetual exdstand investment period
("KPE"). KPE consists of an upper-tier limited paatship, which we refer to as the feeder fund, thaites all of its investments
through a lower-tier limited partnership, which veder to as the master fund, of which the feededfis the sole limited partner.
The Company's reportable segments include the KR&enfund but does not include the KPE feeder.fund

. Credit —The Company's credit segment involves sponsornitgraanaging a group of private and publicly traohegstment
funds that invests primarily in corporate debt ¢dit Strategy Funds") and managing four structdirexhce vehicles which we
established to

complete secured financing transactions. The C&tditegy Funds are managed by subsidiaries of KKBncial LLC,
specifically KKR Financial Advisors LLC and KKR ategic Capital Management, L.L.C., and currentlysist of KFN and the
KKR Strategic Capital Funds (the "SCF"), which eoenprised of three side-by-side private credittsgip funds. Two of the
three side-by-side funds in the SCF and one ofthuetured finance vehicles managed by the Compamg been consolidated
in the accompanying combined financial statemehtse@Company. The third side-by-side fund is rmsolidated by the KKR
Group because this fund is owned and controllethivgi-party investors and the KKR Group holds noreamic or voting
interests. The KKR Group receives management asehtive fees for managing the assets held by timd.fSee Note 2,
"Summary of Significant Accounting Policies," teethombined financial statements for the Comparggsunting policy
regarding Fee Income. Three of the four structdirethce vehicles are not consolidated by the KKRupras KFN holds the
majority of the economic and voting interests. Adiogly, these structured finance vehicles are obtasted by KFN. The KKR
Group holds no economic or voting interest in thetsectured finance vehicles.

The instruments governing the Traditiond@v&e Equity Funds provide that the funds will ione in existence for a varying term
(generally up to 18 years from the date of initialding), unless the funds are terminated by theciRrals or through an event of dissolution, as
defined in the applicable governing instrumentse irtstruments governing KPE and the Credit Stratagyds generally provide that those
funds will continue in existence indefinitely, usgethe funds are terminated earlier as providederapplicable governing instruments.

The Company has three primary sourcesaafire: (i) fee income (consisting primarily of maeagent, transaction and monitoring fees);
(i) amounts received from the Company's fund$isform of a carried interest or other distribusidhat entitles the Company to a
disproportionate share of the gains generated éjuthds; and (iii) investment income generatedughothe investment of the Company's own
capital in its funds and other proprietary investise

The KKR Funds are consolidated pursuaattmunting principles generally accepted in theté¢hStates of America ("GAAP") as
described in Note 2 "Summary of Significant AccongtPolicies"”, notwithstanding the fact that thenggany has only a minority economic
interest in the those funds. Specifically, the gahpartners of the KKR Funds consolidate theipeesive funds and certain of their respective
entities in accordance with Emerging Issues Taskd-@'EITF") No. 04-5, "Determining Whether a GealdPartner, or the General Partners as
a Group, Controls a Limited Partnership or Similar
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Entity When the Limited Partners Have Certain Rsgh€Consequently, the Company's combined finarsteiements reflect the assets,
liabilities, revenues, expenses, investment incanecash flows of the consolidated KKR Funds onoagbasis, and the majority of the
economic interests in those funds, which are hglthivd-party investors, are reflected as non-adhitg interests in consolidated entities in the
accompanying combined financial statements. Sutiatigrall of the management fees and certain o#mounts earned by the Company from
those funds are eliminated in combination. Howelecause the eliminated amounts are earned frafuaded by, non-controlling interest
holders, the Company's allocable share of therete from those funds is increased by the amalintsnated. Accordingly, the elimination
in combination of such amounts has no net effedherCompany's net income or partners' capital N&ge 2, "Summary of Significant
Accounting Policies.”

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
General
Basis of Accounting—The accompanying combined financial statementpepared in accordance with GAAP.

Principles of Consolidation—The Company's policy is to consolidate those iestin which it, through the Senior Principals, has
control. Hereinafter, all entities that are incldde the accompanying combined financial statemaregeferred to as consolidated entities.

The consolidated entities are under therasomcontrol of the Senior Principals. The accompagngombined financial statements include
the accounts of the Company and its consolidaté&tie=n which are comprised of: (i) those entitiesvhich the Company, directly or through
the Senior Principals, has majority ownership aasl ¢ontrol over significant operating, financiatlanvesting decisions; and (ii) the
consolidated KKR Funds, which are those entitiestich the Company, through the Senior Principaddds substantive, controlling general
partner or managing member interests. With regpettte consolidated KKR Funds, the Company genehal$ operational discretion and
control, and fund investors have no substantivietsigp impact ongoing governance and operatingities of the fund.

The KKR Funds do not consolidate their mijeowned and controlled investments in portfatimmpanies ("Portfolio Companies").
Rather, those investments are accounted for astimests and carried at fair value as describedabelo

The Company also consolidates those esfitievhich it is the primary beneficiary of a vdlia interest entity ("VIE"). VIEs are defined
entities in which equity investors do not have ¢haracteristics of a controlling financial interestdo not have sufficient equity at risk for the
entity to finance its activities without additiorelbordinated financial support from other partfe¥IE must be consolidated only by its
primary beneficiary, which is defined as the pavtyo, along with its affiliates and agents, will adisa majority of the VIE's expected losses or
receive a majority of the expected residual retasa result of holding variable interests. As eEBmber 31, 2006, the Company held a
variable interest in Capstone Consulting LLC ("Qaps") and determined that it was the primary bieregf/ as a result of its obligation to
absorb the majority of Capstone's losses, if argofdingly, Capstone was consolidated as of DeceBihe2006. Capstone's statement of
financial condition and statements of income amnaterial to the KKR Group.
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Intercompany transactions and balances hega eliminated.

Non-Controlling Interests in Consolidated Entities—Non-controlling interests in consolidated entitiepresent the ownership interests
in consolidated entities, including consolidated®KKunds, held by entities or persons other thafPtiveipals. Noreontrolling interest holde
in the Company have a substantial ownership pasitidhe Company's combined total assets (apprdgimn87% as of December 31, 2006).

Allocation of income to non-controlling @rests in consolidated KKR Funds is based on teive funds' governing instruments.

In the case of the Traditional Private Eg&iunds, profits on capital invested on behalirofted partners are allocated to the limited
partners in an amount equal to 80% of the ratitheir capital contributions to the total capitahtributed by all partners with respect to each
investment. The general partners of the funds vedbie remaining portion of the profits in the foofna carried interest. Losses on a fund's
investments are first applied to the excess offaigr income over such losses. Any remaining fusgbés are applied to the equity accounts of
the partners in proportion to their capital conitésl with respect to each individual investmentil tine partners' equity accounts have been
reduced to zero. Any remaining fund losses areatt to the fund's general partner.

In the case of KPE, one of the fund's galneairtners holds an economic interest in the thatlwill entitle it to a disproportionate share of
the gains generated by the fund's direct investsn@mte the fund's capitalization costs (the "Caddiit Amount") have been recouped as
described below. This economic interest consists of

. a carried interest that generally will allocatehe general partner 20% of the gain that is redl@e direct private equity
investments that are made with fund investors'tabafter any realized losses on other direct peeguity investments have
been recovered; and

. a distribution right that generally will allocate the general partner 20% of the annual increatigeimet asset value of all other
direct investments that are made with fund invesStzapital above the highest net asset value athadn incentive amount was
previously made.

The general partner is not entitled to mied interest or incentive distribution right witespect to the fund's indirect investments, which
consist of investments made through other fundsttieaCompany sponsors. However, if the fund aeguér partner interest in one of the
Company's other funds from a third party, the amofidistributions that the general partner recgipersuant to its distribution right may be
adjusted to reflect realized gains or losses redai the value of the acquired partner interestnéted above, the general partner of KPE has
agreed to forego receiving a carried interest stritution until the profits on investments witlspect to which it would be entitled to receive a
carried interest or distribution equal the Cred#admount. As of December 31, 2006, the Credit@bteount had a remaining balance of
$244,449.

Use of Estimates—The preparation of the combined financial stateménconformity with GAAP requires management taken
estimates and assumptions that affect the repartexiints of assets and liabilities, the disclosfi@atingent assets and liabilities at the da
the combined financial statements and the rep@mealunts of revenues, expenses and investment indorirgy the reporting periods. Such
estimates include but are not limited to the vatuabf Portfolio Companies owned by the KKR Funds,
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financial instruments owned and other mattersalfffact reported amounts of assets and liabilitesual results could differ from those
estimates and such differences could be materthiet@ombined financial statements.

Income Statement Measuremer

Fee Income—Fee income is comprised of: (i) transaction fezeived from Portfolio Companies; (ii) monitorireet received from
Portfolio Companies; (iii) management fees receiveth unconsolidated funds; and (iv) incentive fesseived from unconsolidated funds.
Such fees are based upon the contractual termsdfrhanagement and related agreements and arenized@ the period during which the
related services are performed and the amountsheam contractually earned.

For the years ended December 31, 2006, 266852004, fee income consists of the following:

Year Ended December 31

2006 2005 2004
Transaction Fees Received from Portfolio Compa $ 258,03 $ 135,25 $ 139,50(
Monitoring Fees Received from Portfolio Compar 81,97 58,24« 35,70:
Management Fees Received from Unconsolidated F 55,75¢ 39,45( 8,26(
Incentive Fees Received from Unconsolidated Fi 14,56¢ — —
Total Fee Incom $ 410,32¢ $ 232,94 $ 183,46:
I I

Management fees received from consolidated andnsutidated funds—For the Traditional Private Equity Funds, grossiagement
fees generally range from 1% to 1.5% of committagiital during the fund's investment period and apipnately 0.75% of invested capital
after the expiration of the fund's investment peribypically, an investment period is defined geesod of up to six years. The actual length of
the period may be shorter based on the timing aedficommitted capital.

For KPE, management fees are determinedaglygbased on 25% of the sum of (i) that fundsity up to and including $3 billion
multiplied by 1.25% plus (i) that fund's equity éxcess of $3 billion multiplied by 1%. For purpssé calculating the management fee, equity
is an amount defined in the management agreematit.the Creditable Amount is reached, the Complaay generally agreed to reduce the
amount of management fees payable by the fundyirpariod by amounts that the Company or its atfkareceive during the period pursuant
to a carried interest in a private equity fund imiethh KPE invests.

Management fees received from consolidit€R Funds are eliminated in combination. Howevergduse these amounts are funded by,
and earned from, non-controlling interest holddre,Company's allocated share of the net inconma fronsolidated KKR Funds is increased
by the amount of fees that are eliminated. Accalginthe elimination of the fees does not haveteeffect on the Company's net income or
partners' capital.

F-16




The Company's management agreement with pleMdes, among other things, that KFN is resgaedior paying to the Company
certain fees and reimbursements, consisting ofa benagement fee, an incentive fee and reimburgdoreout-of-pocket and certain other
costs and expenses incurred by the Company onflhéFN. The Company earns an annual base managdee computed monthly in
arrears, in an amount equal to adjusted equityiphield by 1.75%. For purposes of calculating theebmanagement fee, adjusted equity is an
amount defined in the management agreement.

The Company's management agreement with WHNwutomatically be renewed for successive oparterms following December 31,
2007 unless the agreement is terminated in accoedaith its terms. The management agreement previge the fund may terminate the
agreement only if:

. the termination is approved at least 180 days poidthe expiration date by at least two-thirdshaf fund's independent directors
or by the holders of a majority of the outstandshgres of the fund's common stock and the ternoimadi based upon (i) a
determination that the Company's performance has basatisfactory and materially detrimental toftired or (ii) a
determination that the management and incentivegagable to the Company are not fair (subjediéoQompany's right to
prevent a termination by reaching an agreemergdaage the Company's management and incentive feeghjch case a
termination fee is payable to the Company; or

. the Company's subsidiary that manages the fundriexes a "change of control" or the Company mallgrbreaches the
provisions of the agreement, engages in certasmaatillful misconduct or gross negligence, becerhankrupt or insolvent or
is dissolved, in which case a termination fee ispayable to the Company.

The Company has received restricted comsback and common stock options from KFN as a corapbaf compensation for
management services to that fund. The restrictethoon stock and stock options vest ratably overiegiple vesting periods and are initially
recorded as deferred revenue at their estimateddhies at the date of grant. Subsequently, thrafg@2my re-measures the restricted common
stock and stock options to the extent that theyuaxested, with a corresponding adjustment to dederevenue. Income from restricted
common stock and common stock options is recognmiaebly over the vesting period as a componefg@fncome and amounted to $24,667,
$18,468 and $3,147 for the years ended Decemb&0886, 2005 and 2004, respectively.

The Company has entered into managemeeeagmts with the side-by-side funds comprisingdk& Strategic Capital Funds pursuant
to which it has agreed to provide them with manag@mand other services. Under the management agregemd, in some cases, other
documents governing the individual funds, the Comyga entitled to receive:

. with respect to investors who have agreed to a @stimloct-up period, a monthly management fee that is equdlt667% (o
2.0% annualized) of the net asset value of theviddal fund that is allocable to those investorg] a

. with respect to investors who have agreed to a 68timloct-up period, a monthly management fee that is equdl1250% (o
1.5% annualized) of the net asset value of thegmrfund that is allocable to those investors.

Vested common stock that is received asngponent of compensation for management servicegriged as trading securities, becaus¢
Company generally intends to distribute the comistock
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subsequent to vesting. Vested common stock is dedoat estimated fair value with changes in falu@aecognized in Net Gains from
Investment Activities.

Vested stock options received as a comparfesompensation for management services meeathteacteristics of derivative investments.
Subsequent to vesting, these options continue todesured at estimated fair value with changeaiirvélue recognized in current income as
an unrealized gain or loss. Both vested and ungesimmon stock options are valued using a Blackeles pricing model as of the end of ¢
period.

Incentive fees received from KFNThe Company's management agreement with KFN pesuidat KFN is responsible for paying a
quarterly incentive fee when the return on assetleumanagement exceeds certain benchmark retuotber performance targets. This
incentive fee is accrued quarterly, after all cogéincies have been removed, based on performaneget@ersus the performance benchmark
stated in the management agreement. Once eareed afe no clawbacks of incentive fees receive &-N.

Incentive fees received from KKR Strategic Capitaids—As part of the Company's management agreemertishétside-by-side
funds comprising the KKR Strategic Capital Fundstain of which are consolidated, the Company t#led to receive incentive fees as
follows:

. with respect to investors who have agreed to a @atimlock-up period, an annual incentive fee equ&0% of the increase in
the net asset value of the individual fund thatlligcable to those investors above the highesasstt value at which an incent
fee has previously been received; and

. with respect to investors who have agreed to a é0timlock-up period, an annual incentive fee equdl5% of the increase in
the net asset value of the individual fund thatlligcable to those investors above the highesasstt value at which an incent
fee has previously been received.

These incentive fees are accrued annuetiyr, all contingencies have been removed, basgdormance to date versus the performance
benchmark stated in the management agreement. g@nfiemance can fluctuate during interim perigasjncentive fees are recognized on a
quarterly basis. Once earned, there are no clavghbafdkcentive fees received from the side-by-$igels comprising the KKR Strategic
Capital Funds. Incentive fees received from codstdid KKR Strategic Capital Funds have been elitatha

Transaction fees received from Portfolio Compari€Bransaction fees are earned by the Company piymarconnection with
successful acquisitions of Portfolio Companies byate equity funds and with respect to certaireotiegotiated investments. Transaction fees
are recorded in fee income upon closing of thestation. Fees are typically paid by Portfolio Comipa on or around the closing date and
generally approximate 1% of the total transactialug to which the Company is entitled to its prajpomate share. Transactioalated expenst
associated with successful Portfolio Company invesits are deferred and recorded in Other Asseilthmtransaction is consummated. See
description under "—Reimbursement of Transactiotated Expenses" below. Transaction-related expessssciated with investigating
Portfolio Company investments that are not consutadhare recorded in fund expenses when facts acuhestances indicate that the
transactions are unlikely to be consummated.
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Monitoring fees received from Portfolio Companie$/onitoring fees are earned by the Company forisesvprovided to Portfolio
Companies. These fees are paid based on a fixextlfgeschedule by the Portfolio Companies eithesidmance or in arrears and are separately
negotiated for each Portfolio Company.

Reimbursement of Transaction-Related Expenses-In connection with pursuing successful Portfoliongpbany investments the
Company receives reimbursement for certain traisacelated expenses. Transaction-related expengash are billable to third parties, are
deferred until the transaction is consummated a@dexorded in other assets on the date the exjemsairred. Upon reimbursement from a
third party, the cash receipt is recorded and #ferded amounts are relieved. No fee income ormesgés recorded for these reimbursements.

Reimbursement of Monitoring Costs—In connection with the monitoring of Portfolio Commpes, the Company receives reimburset
for certain expenses incurred on behalf of thesides Billable monitoring expenses are recogniasdevenue in accordance with EITF 01-14,
"Income Statement Characterization of ReimburserReseived for Out of Pocket Expenses Incurred.” voimg costs are classified as fund
expenses and the reimbursements of such costtaasified as monitoring fee income. These reimbuesgs amounted to $14,799, $10,037
and $8,026 for the years ended December 31, 200&, 2nd 2004, respectively.

Investment Income—Investment income consists primarily of unrealized realized gains and losses on private equigsiments as
well as dividends and interest received primarignf the Portfolio Companies, after giving effeciriterest expense incurred primarily by the
Company's Credit Strategy Funds and foreign exahgagns and losses relating to mark-to-market éigtbn foreign exchange forward
contracts. The amount of investment income retainerbt income, after allocation to non-controllimgerests in consolidated entities,
represents investment income allocable to the Cagnpesulting from earnings on its investments daadarried interest and similar distribut
rights. Carried interests and similar distributigghts generally entitle the Company to a disprtipoate share of the gains generated by a fund
as described below. Unrealized gains or lossedtifiesmn changes in fair value of investments durihg period, and are included in Net Gains
from Investment Activities. Upon disposition of envestment, previously recognized unrealized gairlssses are reversed and a realized gain
or loss is recognized. Net Gains from Investmerthdtes earned by the consolidated KKR Funds anedito $3,041,318, $2,889,835 and
$2,962,907 for the years ended December 31, 2@W% &nd 2004, respectively.

Carried interests entitle the general garbf a fund to a greater allocable share of tifiwsd’'s earnings from investments relative to the
capital contributed by the general partner andespondingly reduce non-controlling interests’ alde share of those earnings. Amounts
earned pursuant to carried interests in TraditiGhialate Equity Funds are included in investmenbime under net gains from investment
activities and are earned by the general partntrosfe funds to the extent that investment retaragositive. If these investment returns
decrease or turn negative in subsequent periocsgnezed carried interest will be reduced and odlé as investment losses. Recognized
carried interest amounted to approximately $71%onil $701 million and $587 million for the yeansded December 31, 2006, 2005 and 2!
respectively. In the case of a Traditional Priviatgiity Fund, a carried interest is calculated peraentage of the gains of the fund, subject to
the achievement by the fund of positive investnreturns, which, if not achieved, subjects previgubstributed carried interest to a conting
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repayment. A carried interest that is subject tatiogent repayment may be paid to a fund's gempendiher as particular investments made by
the fund are sold or otherwise realized. Howevearpon liquidation of the fund, the aggregate anma@aid to the general partner pursuant to a
carried interest exceeds the amount actually dtieet@eneral partner based upon the aggregaterpenice of the applicable fund, the exce
required to be repaid by the general partner @wohck") to the fund. Carried interest subjectdntimgent repayment is recognized as earned
based on the contractual formula set forth in tistruments governing the fund as if the fund wamiteated at that date with the then estim:
fair values of the investments realized. Due toetktended durations of the Traditional Private BgEunds, management believes that this
approach results in income recognition that betats the periodic performance of the Companhimanagement of those funds. As of
December 31, 2006, approximately $958.9 milliorafried interest has been paid to certain of tieige partners of the KKR Funds that is
subject to contingent repayment. See Note 10, "Cioments and Contingencies."

Dividend income is recognized by the Conypan the exdividend date, or in the absence of a formal datlam, on the date it is receiv
For the years ended December 31, 2006, 2005 ant] ab@ividends were earned by consolidated KKRd=u

Interest income is recognized as earnadrdat income earned by the consolidated KKR Fanasunted to $198,632, $18,238 and
$50,532 for the years ended December 31, 2006, 2002004, respectively.

Profit Sharing —The Company has various profit sharing arrangesnhich provide for a sharing of the income earoedts
investments and carried interests in the KKR FuAdsounts payable under such arrangements are chizgmmpensation expense or
professional fees expense when payment is prolaisl@emounts owed are reasonably estimable. SeelllptBenefit Plans."

Statement of Financial Condition Measuremen

Cash and Cash Equivalents—The Company considers all highly liquid short-ténwestments with original maturities of 90 daydess
when purchased to be cash equivalents.

Cash and Cash Equivalents Held at Consolidated Entes—Cash and cash equivalents held at consolidatétiesnepresents cash
that, although not legally restricted, is not aablé to fund general liquidity needs of the Compasyhe use of such funds is generally limited
to the investment activities of the KKR Funds.

Restricted Cash and Cash Equivalents—Restricted cash and cash equivalents representramthat are held by third parties under
certain of the Company's financing and derivatre@s$actions.

Investments, at Fair Value—The Company's investments consist primarily ofge equity investments, debt investments and other
investments. See Note 3, "Investments," for infdfomarelating to the Company's investments.

Private Equity Investments-Private equity investments consist of investmémfortfolio Companies of consolidated KKR Fundatth
are, for GAAP purposes, investment companies utideAICPA Audit and Accounting Guide—"Investmentr@ganies." The KKR Funds
reflect investments at their estimated fair valwath unrealized gains or losses resulting fromngfes in fair value reflected as a component of
Net Gains from Investment Activities in the comldrstatements of income. Fair value is the amou
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which the investments could be exchanged in a ntitransaction between willing parties, other tiraa forced or liquidation sale. The
Company has retained the specialized accountitigese investments pursuant to EITF No. 85-12, 'fRite of Specialized Accounting for
Investments in Consolidation."

Private equity investments that have rgaaliiservable market prices (such as those tradedseurities exchange) are stated at the last
reported sales price on the statement of finaciatition date.

As of December 31, 2006, approximately #%he Company's private equity investments hawnhbalued by the Company in the
absence of readily observable market prices. Tltermiénation of fair value may differ materially frothe values that would have resulted if a
ready market had existed. For these investmerits/dhue is determined after giving consideratioratrange of factors, including the price at
which the investment was acquired, the nature ®@irtiestment, local market conditions, trading ealon public exchanges for comparable
securities and financing transactions subsequehgtacquisition of the investment, if availablelditionally, the Company evaluates fair va
with internal models utilizing current and projetti@perating performance and cash flows.

Investments denominated in currencies dtiean the U.S. dollar are valued based on thergpetf the respective currency at the end of
the respective reporting period with changes rdladeexchange rate movements reflected as a compohslet Gains from Investment
Activities.

Corporate Securities—Corporate securities consist of fixed income siéiesrand are carried as available-for-sale ampany may
sell them prior to maturity and does not hold thmncipally for the purpose of selling them in thear term. These investments are carried at
estimated fair value, with unrealized gains anddésseported in accumulated other comprehensivenac

Estimated fair values are based on quotaden prices, when available, or on estimates piexvby independent pricing sources or de:
who make markets in such securities. Upon thedfadesecurity, the realized net gain or loss is potad on a specific identification basis.
Substantially all unrealized gains and losses dat®utwith available-for-sale securities are re#eldn non-controlling interests in consolidated
entities in the accompanying combined statemenfimafcial condition.

The Company monitors its available-for-sseurities portfolio for impairments. A loss isognized when it is determined that a decline
in the estimated fair value of a security belowartsortized cost is other-than-temporary. The Commamsiders many factors in determining
whether the impairment of a security is deemecetother-than-temporary, including but not limitedthe length of time the security has had a
decline in estimated fair value below its amortizedt, the amount of the unrealized loss, the traad ability of the Company to hold the
security for a period of time sufficient for a reeoy in value, recent events specific to the isswendustry, and external credit ratings and
changes therein.

Fixed Income Securities-Fixed income securities of Portfolio Companied tira listed on a securities exchange are cladsafietrading
securities and are valued at their last quoteds gaiee. Securities that are not listed on an exgband traded over the counter are valued i
mean of bid and ask quotations. Investments inaratp debt, including syndicated bank loans, highdysecurities and other fixed income
securities, are valued at the mean of the "bid""@as#éed" prices obtained from third-party pricireg\sces. In the event that third-party pricing
service quotations are unavailable, values areradatgrom dealers or market makers. Investmentgevtigrdparty values are not available |
valued by the Company and the Company may eng#uyedgparty valuation firm to assist in such valoas.
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Corporate Loans—The Company invests in corporate loans held feestment and the Company initially records suchdcat their
purchase prices. The Company subsequently accmtsrporate loans based on their outstandingcjp@i plus or minus unaccreted purch
discounts and unamortized purchase premiums (aredrtost). In certain instances, where the cradiddmentals underlying a particular
corporate loan have materially changed in such mnerathat the Company's expected return may desrées Company may elect to sell a
corporate loan held for investment. If the Compdatermines that it will no longer hold the corperktan for investment, the Company
accounts for the corporate loan at the lower ofréimex cost or estimated fair value. All of the Quamy's corporate loans are unsecuritized.

Interest income on corporate loans includesest at stated coupon rates adjusted for goref purchase discounts and the amortization
of purchase premiums. Unamortized premiums anddigs are recognized in interest income over timraotual life of the loans, adjusted
actual prepayments, using the effective intereshotk

The Company's investments in corporated@ae not homogeneous and the Company individvaigws each corporate loan for
impairment using relevant information in its an&yncluding current estimated fair values, cutrneaduation multiples, estimated fair values
and quality of collateral, projected operating clistv and projected liquidation cash flows. The Guany considers a corporate loan to be
impaired when, based on current information andhesye¢he Company believes it is probable that litlvé unable to collect all amounts due
based on the contractual terms of the loan. Whmrgorate loan is impaired, an allowance for lazssés is created in an amount equal to the
excess of the loan's amortized cost basis ovesttmated fair value. Increases in the allowancéo@n losses are recognized currently in the
Company's results of operations. When the Compaakesa determination that some or all of a corpdran is uncollectible, the Company
charges-off or writes-down the loan through a réidndn the allowance for loan losses. As of Decentil, 2006 and 2005, there were no
corporate loans requiring an allowance for loaiséss

An impaired corporate loan may be left ooraal status during the period the Company isyingsrepayment of the loan; however, the
loan is placed on non-accrual status when: (i) gameent believes that scheduled debt service pagmesy not be paid when contractually
due; (ii) the loan becomes 90 days delinquen); finagement determines the borrower is incapdbte bas ceased efforts toward, curing the
cause of the impairment; or (iv) the net realizalgdkie of the underlying collateral securing thenaecreases below the Company's carrying
value of such loan. While on non-accrual statusyiously recognized accrued interest is reversedrterest income is recognized only upon
actual receipt. As of December 31, 2006 and 20G5etwere no corporate loans on non-accrual status.

Derivatives—The Company invests in derivative financial instents, including total rate of return swaps andicigefault swaps. In a
total rate of return swap, the Company receivestime of all interest, fees and any positive ecorarhange in fair value amounts from a
reference asset with a specified notional amoudtpays interest on the referenced notional amolustgny negative change in fair value
amounts from such asset. Credit default swaps, \wherhasing protection, involve the payment ofadi rate premium for protection against
the loss in value of an underlying debt instrunierthe event of a defined credit event, such asmaey default or bankruptcy. Under a credit
default swap, one party acts as a guarantor byviagehe fixed periodic payment in exchange fa tommitment to purchase the underlying
security at par if a credit event occurs. Derivatbontracts, including total rate of return swap
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contracts and credit default swap contracts, arerded at estimated fair value with changes invfaiue recorded as unrealized gains or losses
in Net Gains from Investment Activities in the asgmanying combined statements of income.

Time Deposits—The Company maintained a $1 billion time deposbecember 31, 2006, which related to a short-@eposit with an
original maturity of greater than 90 days. Thisdéstment is carried at fair market value and intenes earned at a rate of 5.5% in connection
with the time deposit for the year ended Decemtie2806.

Opportunistic Investments in Publicly Traded Segesi—The Company's opportunistic investments in publichgded securities repres:
equity securities, which are carried at fair maskatie. Changes in the fair market value of tradiegurities are reported within Net Gains fi
Investment Activities. These investments represamstments by KPE identified by the Company indhginary course of business other than
debt, investments in governmental bonds and othélas investments.

Due from and Due to Affiliates—For purposes of classifying amounts, the Compamgiders its Principals, employees, non-
consolidated funds and the Portfolio Companiessofuinds to be affiliates. Receivables from andgidss to affiliates are recorded at their
current settlement amount.

Foreign Exchange Derivatives and Hedging Activities—The Company enters into derivative financial instents primarily to manage
foreign exchange risk arising from certain assetkl@bilities. All derivatives are recognized ather assets or liabilities in the combined
statements of financial condition and measurediat/flue with changes in fair value recorded it 8ains from Investment Activities in the
accompanying combined statements of income. Thepaagndoes not apply "hedge accounting” under Seéwf Financial Accounting
Standards ("SFAS") No. 133, "Accounting for Derivatinstruments and Hedging Activities". The Comyarlerivative financial instruments
contain credit risk to the extent that its bankrdeuparties may be unable to meet the terms digheements. The Company minimizes this
by limiting its counterparties to major financiaktitutions with strong credit ratings.

Fixed Assets, Depreciation and Amortization—Fixed assets consist primarily of leasehold improents, furniture, fixtures and
equipment, and computer hardware and software. &mclunts are recorded at cost less accumulatedaafion and amortization.
Depreciation and amortization are calculated utliegstraight-line method over the assets' estimadetll lives, which are the life of the
related lease for leasehold improvements, and tlorseven years for other fixed assets.

Repurchase Agreements and Warehouse Facilities The majority of the Company's debt obligationssisnof borrowing
arrangements entered into by the Credit Strategygl§in order to finance the acquisition of investtseprimarily through the use of secured
borrowings in the form of repurchase agreementsraaréhouse facilities. The Company recognizes éstezxpense on all borrowings on an
accrual basis.

Capital Distributions —Capital distributions to Principals are generailyproportion to their equity interests and take fibrm of cash
distributions and, in certain cases, non-cashidigions. Non-cash distributions consist primadfyshares in Portfolio Companies which have
been exited as well as vested common stock and constock options of KFN. Payment for services reeddy the Principals, which as a
result of the Company operating as a partnersliggrically has been accounted for as distributions

F-23




from partner's capital rather than as compensatimhbenefits expense. As a result, the Companyiscmme historically has not reflected
payments for services rendered by its Principals.

Comprehensive Income—Comprehensive income is defined as the changeguityeof a business enterprise during a period from
transactions and other events and circumstancelsiding those resulting from contributions and rilisttions to owners. For the Company's
purposes, comprehensive income represents Net Bcagrpresented in the accompanying combined statsrof income, net foreign currer
translation adjustments, and unrealized gains esgkk on securities available for sale.

Foreign Currency —Foreign currency denominated assets, liabilitied @perations are primarily held through the KKRésL Assets
and liabilities relating to foreign investments &manslated using the exchange rates prevailitigeagénd of each reporting period. Results of
foreign operations are translated at the weightedagye exchange rate for each reporting periochslagion adjustments are included in curi
income to the extent that unrealized gains ancebses the related investment are included in ingartheerwise they are included as a
component of accumulated other comprehensive inaartierealized. Foreign currency gains or losgsilting from transactions outside of
the functional currency of a consolidated entity mcorded in income as incurred and were not maathrring the years ended December 31,
2006, 2005 and 2004.

Income Taxes—No federal income taxes have been provided fahbyCompany in the accompanying combined finarsti&tkements as
each existing partner is individually responsildereporting income or loss based upon their redspeshare of an entity's income and expe
as reported for income tax purposes. However, icectansolidated entities of the Company are sulifeeither New York City unincorporated
business tax on their trade and business activitaducted in New York City or other foreign, statdocal income taxes.

Recent Accounting Pronouncements—In December 2004, the Financial Accounting Stadsi@oard ("FASB") issued SFAS No. 123
(R), "Share-Based Payment" ("SFAS 123 (R)"), whietjuires all equitysased payments to employees to be recognized adaigvalue base
method. On January 1, 2006, the Company adopte A 123 (R) using the prospective method andefbes there was no impact on prior
period amounts. The adoption of SFAS 123 (R) didim@act the Company's combined financial statement

In February 2006, the FASB issued SFAS M4, "Accounting for Certain Hybrid Financial Ingtnents" ("SFAS 155"). Key provisions
of SFAS No. 155 include: (1) a broad fair value sweament option for certain hybrid financial instrents that contain an embedded derivi
that would otherwise require bifurcation; (2) dimation that only the simplest separations of i@st payments and principal payments qualify
for the exception afforded to interest-only striel principal-only strips from derivative accougtimnder paragraph 14 of SFAS No. 133,
thereby narrowing such exception; (3) a requirentiegit beneficial interests in securitized finaneissets be analyzed to determine whether
they are freestanding derivatives or whether threyhabrid instruments that contain embedded dévigatrequiring bifurcation; (4) clarificatic
that concentrations of credit risk in the form oberdination are not embedded derivatives; anel{Bjination of the prohibition on a
qualifying special purpose entity holding passieeihtive financial instruments that pertain to ékcial interests that are or contain a
derivative financial instrument. In general, thebanges will reduce the operational complexity eisded with bifurcating embedded
derivatives, and increase the number of beneficiatests in securitization
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transactions, including interest-only strips anidgipal-only strips, required to be accounted for in acaom® with SFAS No. 133. SFAS 15!
effective for all financial instruments acquiressuied or subject to remeasurement after the begjmfian entity's first fiscal year that begins
after September 15, 2006. The adoption of SFASI4 56t expected to have a material impact on th@@my's combined financial stateme

In September 2006, the FASB issued SFASING, "Fair Value Measurements” ("SFAS 157"). SHAS defines fair value, establishes a
framework for measuring fair value, and expandsldfires about fair value measurements. SFAS 1plieagio reporting periods beginning
after November 15, 2007. The Company is currergfeasing the impact of adopting SFAS 157 on thebowed financial statements.

In February 2007, the FASB issued SFASN®, "The Fair Value Option for Financial Assets &inancial Liabilities" ("SFAS 159").
SFAS 159 permits entities to choose to measure Hiaagcial instruments and certain other itemsaatvalue, with changes in fair value
recognized in earnings. SFAS 159 applies to repgpieriods beginning after November 15, 2007. Tom@any is currently assessing the
impact of adopting SFAS 159 on the combined finalnsiatements.

In June 2006, the FASB issued InterpretalNo. 48, "Accounting for Uncertainty in Income Esx an interpretation of FASB Statement
No. 109" ("FIN 48"). FIN 48 requires companies ¢gognize the tax benefits of uncertain tax positionly where the position is "more like
than not" to be sustained assuming examinatiombytthorities. The tax benefit recognized is #igést amount of benefit that is greater than
50 percent likely of being realized upon ultimat¢tlement. FIN 48 is effective for fiscal years ming after December 15, 2006. The
adoption of FIN 48 will not have a material impactthe Company's combined financial statements.

In June 2007, the AICPA issued Statemetagition No. 07-1, "Clarification of the Scopetlbé Audit and Accounting Guide Investment
Companies and Accounting by Parent Companies andyBdethod Investors for Investments in Investm€onmpanies” ("SOP 07-1"). SOP
07-1 addresses whether the accounting principléseoAICPA Audit and Accounting Guide Investmenin@manies may be applied to an entity
by clarifying the definition of an investment conmyeand whether those accounting principles mayebsmed by a parent company in
consolidation or by an investor in the applicatifrthe equity method of accounting. Generally, idev for an entity to retain investment
company accounting for a subsidiary or equity metinwestee; (i) the subsidiary or equity methocestee should meet the definition of an
investment company pursuant to the guidance in 8OP, (ii) the entity should follow established jpiés that effectively distinguish the
nature and type of investments made by the invedtommpany from the nature and type of investmerade by other entities within the
consolidated group that are not investment compgaaied (iii) the entity (through the investment gamy) should be investing for current
income, capital appreciation, or both, rather tfrarstrategic operating purposes. On October 107 2the FASB voted to defer indefinitely the
adoption date of SOP 07-1.
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3. INVESTMENTS

Investments, at fair value consist of thkofving:

Fair Value

December 31,

2006 2005
Private Equity Investmen $ 17,862,53 $ 12,626,85
Debt Investment 1,230,20: 69,48(
Other Investment 1,445,511 264,94

$ 20,538,24 $ 12,961,28

Investments, at fair value held by the atidated KKR Funds amounted to $20,247,113 and4¥2738 as of December 31, 2006 and
2005, respectively.
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Private Equity Investment

The following table presents informatiomcerning private equity investments held by thesatidated KKR Funds:

Fair Value as a

Percentage
Fair Value of Total
December 31 December 31
2006 2005 2006 2005
Private Equity Investments, at Fair Value
North America
Health Care $ 1,852,96. $ 738,18: 10.4% 5.8%
Consumer Produc 1,340,25: 1,059,00: 7.5% 8.4%
Media 1,106,48! 1,226,87. 6.2% 9.7%
Chemicals 942,86¢ 733,38t 5.2% 5.8%
Financial Service 833,98t 221,75¢ 4.71% 1.8%
Manufacturing 514,50! 526,02¢ 2.5% 4.2%
Technology 469,90¢ 469,90¢ 2.6% 3.7%
Energy 300,47 1,680,19 1.7% 13.2%
Hotels/Leisure 198,42! 219,51: 1.1% 1.7%
Telecom 37,23% 38,18¢ 0.2% 0.2%
North America Total (Cost: 2006, $6,588,226; 200.
$4,672,899) 7,597,10. 6,913,02 42.6% 54.7%
Europe
Manufacturing 4,102,80: 3,673,99: 23.(% 29.1%
Media 1,648,561 404,02: 9.2% 3.2%
Technology 1,289,39 — 7.2% 0.C%
Retail 721,54¢ 452,17. 4.C% 3.6%
Telecom 537,34t 263,47: 3.C% 2.1%
Recycling 287,33t 322,17¢ 1.6% 2.6%
Europe Total (Cost: 2006, $5,703,658; 2005, $3,3253) 8,586,99 5,115,84! 48.(% 40.€%
Australia, Bermuda, Singapore and Other Locations
Technology 767,88: 475,95¢ 4.3% 3.7%
Media 531,15¢ — 3.C% 0.C%
Recycling 270,32: — 1.5% 0.C%
Financial Service 109,07- 122,02¢ 0.€% 1.C%
Australia, Bermuda, Singapore and Other Locations;Total
(Cost: 2006, $1,821,350; 2005, $855,2! 1,678,43 597,98t 9.4% 4.7%
Private Equity Investments, at Fair Value $ 17,862,53 $ 12,626,85 100.%  100.(%

As of December 31, 2006, investments whégtesented greater than 5% of the net assetsieblidated private equity funds consiste!
investments in: (i) Legrand S.A. valued at $2,288;2
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(i) NXP valued at $1,289,394; (iii) HCA Inc. valdat $1,145,750; and (iv) Rockwood Holdings, Inalued at $942,868. As of December 31,
2005, investments which represented greater thanf3%nsolidated private equity investments inctid@® Texas Genco LLC valued at
$1,286,918; (ii) Legrand S.A. valued at $1,736,985;PanAmSat Corporation valued at $764,281; émpRockwood Holdings, Inc. valued
$733,388.

Substantially all of the securities underythe Company's private equity investments represquity securities. As of December 31, Z
and 2005, the aggregate amount of investmentsvia other than equity securities was less thambite net assets of consolidated private
equity funds.

All Portfolio Companies included in privaggquity investments are deemed affiliates dueemtiture of the ownership interests and the
Company's ability to control, direct or substatyiahfluence management and the operations of Suwtfolio Companies.

Net Gains from Investment Activities in thembined statements of income include net realigads from sales of investments and the
change in unrealized gains resulting from changédair value of the KKR Funds' investments (inchglforeign exchange gains and losses
attributable to foreign-denominated investment$e Tollowing table presents the Company's realasdinet change in unrealized gains
relating to its private equity investments.

Year Ended December 31

2006 2005 2004
Realized Gain $ 3,240,050 $ 1,518,651 $ 2,917,01
Net Change in Unrealized Gains (Loss (23,539 1,248,22. 224,38t

$ 3,216,51! $ 2,766,87 $ 3,141,401

Debt Investment:

The following table presents the Compadeglst investments held by the consolidated KKR Funds

December 31

2006 2005

Debt Investments, carried at fair vali
Corporate Securities of Portfolio Compar $ 294,48t $ —
Fixed Income Securities of Portfolio Companie: 123,04( —
Restricted Stock(e 44,14¢ 64,07t
Vested Option: 8,617 2,88t
Derivatives 8,43t —
Unvested Option 1,68¢ 2,52(
Total 480,41 69,48(
Corporate Loan 749,78t —

Total Credit Investments (Cost: 2006, $1,147,014;
2005, $0; $ 1,230,20: $ 69,48(

(a) Net trading gains and losses relating to thesestnvents amounted to $4,538 for the year ended Da=e®l, 2006. There were no
trading gains or losses relating to these investsiiem the years ending December 31, 2005 and 2004.
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Investments in corporate securities ard péimarily by consolidated Credit Strategy Fundd are classified as available for sale. The
following table summarizes the Company's corposataurities as of December 31, 2006, which areerhat estimated fair value:

Net Net
Unaccreted Unrealized Estimated
Description Principal Discount Gains Fair Value
Corporate securitie $ 282,000 $ 3,32) $ 15,804a)$ 294,48t

(a) $15,806 of the Net Unrealized Gains is allocablslém-Controlling Interests in Consolidated Entities

All of these securities have maturitiesnen five and ten years. The weighted average coapthe securities as of December 31, 2006
is 9.07%. There were no sales or transfers of catpsecurities during the year ended Decembe2(B15.

Net Gains from Investment Activities in tb@mbined statements of income include net realigds from sales of investments and the
change in unrealized gains resulting from changéair value of the KKR Funds' debt investmentse Tdéllowing table presents the Compat
realized and net change in unrealized gains rejatirits debt investments.

Year Ended December 31,

2006 2005 2004
Realized Gain $ 71 % — 3 —
Net Change in Unrealized Gai 17,33( — —

$ 17,40 $ — 3 =

Other Investments

The following table presents the Compantf®r investments at fair value:

Fair Value

December 31,

2006 2005
Time Deposits(a $ 1,000,000 $ —
Opportunistic Investments in Publicly Traded Setoes{b) 158,46: —
Bonds and Other Debt Instruments held at Privatatizéunds 95,54 101,34
Government and Government Agency Bo 88,46¢ 29,13(
Municipal Bonds 38,11- 75,87(
Corporate Bond 10,34 2,04¢
Other 54,58 56,55:

Total (Cost: 2006, $1,438,021; 2005, $261,z $ 1,445511 $ 264,94

(a) Represents a sh-term deposit with an original maturity of greatiean 90 days which earned interest at an annuabfateproximatel
5.5% as of December 31, 2006.
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(b) Net trading gains relating to these investmentsuartenl to $3,988 for the year ended December 316.20fere were no trading gain or
losses relating to these investments for the yeading December 31, 2005 and 2004.

Net Gains from Investment Activities in tb@mbined statements of income include net realigds from sales of investments and the
change in unrealized gains resulting from changdair value of the Company's other investment® filowing table presents the Company's
realized and net change in unrealized gains regjatirits other investments.

Year Ended December 31,

2006 2005 2004

Realized Gain 4,81( 48,65¢ 15,78
Net Change in Unrealized Gains (Loss 12,121 (40,109 47,70¢
$ 16,931 $ 8,65t $ 63,49(

4. OTHER ASSETS AND OTHER LIABILITIES

Other assets consist of the following:

December 31,

2006 2005
Interest Receivabl $ 51,857 $ —
Furniture and Fixtures( 27,28¢ 16,85:
Leasehold Improvements( 23,20¢ 14,28(
Deferred Transaction Related Expen 7,97( 5,43¢
Prepaid Expense 2,001 1,317
Escrow Receivabl — 15,93:
Other Asset: 25,72: 14,22¢

$ 138,03¢ $ 68,04

(a) Net of accumulated depreciation and amortizatiof3ff,525 and $27,222 for the years ended Decenih@0®6 and 200!
respectively. Depreciation and amortization expeots#ed $3,044, $1,951 and $1,770 for the yeatg&mecember 31, 2006, 2005 .

2004, respectively.
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Accounts Payable, Accrued Expenses andrQibbilities consist of the following:

December 31

2006 2005
Unrealized Losses on Foreign Exchange Forward @Gotsifa) $ 202,750 % 57,42¢
Deferred Revenu 35,74, 71,83:
Accounts Payabl 31,07¢ 11,167
Accrued Benefits and Compensat 20,541 19,36¢
Interest Payabl 12,29: —
Other Liabilities 30,70¢ 9,54¢

$ 333,12( $ 169,33¢

(a) Represents derivative financial instruments usaddoage foreign exchange risk arising from cerasets and liabilities. Such
instruments are measured at fair value with chaimggsr value recorded in Net Gains from Investin&ativities in the accompanying
combined statements of income. The net changdrindhuie associated with these instruments wad amealized loss of $145,324 for
the year ended December 31, 2006, an unrealizado§&i209,072 for the year ended December 31, 20@5an unrealized loss of
$178,500 for the year ended December 31, 2004N8tss 2, "Summary of Significant Accounting Pol&gi@nd 5, "Fair Value of
Financial Instruments."

5. FAIR VALUE OF FINANCIAL INSTRUMENTS

In the normal course of business, the Campmaimarily encounters two significant types obromic risk: credit and market. Credit risl
the risk of default on the Company's investmentdebt securities, loans, leases and derivativégékalts from a borrower's, lessee's or
derivative counterparty's inability or unwillingree® make required or expected payments. Markieteifects changes in the value of
investments in loans, securities, portfolio compardr derivatives, as applicable, due to changagenest rates, credit spreads or other market
factors, including the value of the collateral urtgiag loans and the valuation of equity and dedutisities. Management believes that the
carrying values of its investments are reasonalieg into consideration these risks along witlneated collateral values, payment histories,
and other borrower information.

The Company makes investments outsideeobthited States. The Company's non-U.S. investnaetsubject to the same risks
associated with its U.S. investments as well astiaddl risks, such as fluctuations in foreign @ty exchange rates, unexpected changes in
regulatory requirements, heightened risk of pditend economic instability, difficulties in managinon-U.S. investments, potentially adverse
tax consequences and the burden of complying witida variety of foreign laws.

The Company is exposed to economic rislcentrations insofar as it is dependent on thetgilwfithe KKR Funds to compensate it for
services which the Company provides to these furdgher, the carried interest and incentive incaar@ponent of this compensation is based
on the ability of the KKR Funds to generate adegueturns on their investments. In addition, sutigly all of the Company's net assets, ¢
deducting the portion attributable to non-contrglinterests, are comprised of investments in thasgs.
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Furthermore, the Company is exposed to@minrisk concentrations related to certain largestments as well as concentrations of
investments in certain industries and geograpluatlons, as disclosed in Note 3, "Investments."

Due to the inherent uncertainty of valuasi@f investments which are illiquid and/or withaupublic market, which constitute a substa
portion of the Company's investments, the estimaftésir value may differ from the values that atBmately realized by the Company, and
those differences could be material.

The carrying amounts of cash and cash etgrits, restricted cash and cash equivalents,rdoedffiliates, debt obligations, and accounts
payable, accrued expenses and other liabilitiesoxppate fair value due to their short-term matasit All investments are carried at fair value
(as described in Note 2, "Summary of Significantéunting Policies"), with the exception of corper&dans, which are carried at amortized
cost.

The carrying amounts and estimated fainesof the Company's other financial instrumentsfd&ecember 31, 2006 and 2005 are as
follows:

Carrying Value Estimated Fair Value

December 31

2006 2005 2006 2005
Assets
Corporate loan $ 749,78t $ — $ 759,33¢ $ —
Liabilities
Unrealized loss on foreign exchange contr $ 202,75( $ 57,42¢ $ 202,75 $ 57,42¢

6. DEBT OBLIGATIONS

Debt obligations consist of the following:

December 31

2006 2005
Warehouse Facilitie $ 851,73t $ —
Repurchase Agreemer 52,38t —
Shor-term Lines of Credi 44,68: 249,43¢

$ 948,800 $ 249,43¢

The Company's Credit Strategy Funds levethgir portfolios of securities and loans throtigd use of short-term borrowings in the form
of warehouse facilities and repurchase agreemeath of the borrowings used by the Company be#esdist at floating rates based on a
spread above the London Interbank Offered RateBOR"). As of December 31, 2005, consolidated Cr8tliategy Funds did not have any
borrowings under repurchase agreements or wareliaciges.
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The following table presents summarizedrimfation with respect to borrowings in the Compsamgnsolidated Credit Strategy Funds ¢
December 31, 2006:

Weighted
Weighted Average
Average Remaining Estimated
Outstanding Borrowing Maturity Fair Value
Borrowings Rate (in days) of Collateral(1)
Warehouse facilitie $ 851,73¢ 5.82% 7 % 1,050,37:
Repurchase agreeme 52,38t 5.65% 5 63,47
Total $ 904,12: $ 1,113,841
I I

1) Collateral for borrowings consists of fixed incosezurities, corporate securities and corporatesi¢see Note 3, "Investments").

As of December 31, 2006, the Company hpdrehase agreements and warehouse facilities hétifiollowing counterparties:

Weighted Weighted
Average Average
Amount Maturity Interest
Counterparty(1) At Risk(2) (Days) Rate
Morgan Stanley & Co. In¢ $ 84,307 2 5.82%
Citigroup Global Markets Ltc 70,95¢ 2 5.85%
J.P. Morgan Chase Bank, N. 50,36¢ 29 5.85%
Credit Suisse First Boston LL 4,787 2 5.55%
Bank of America Securities LL 1,14¢ 8 5.55%
Total $ 211,56°
|

1) Includes subsidiaries and affiliates of each coyatey listed.

2) Computed as an amount equal to the estimateddhievof securities or loans sold, plus accruedésteancome, minus the sum of
repurchase agreement liabilities plus interest egpe

The three special purpose entities formethb Company during 2006 to complete secured &imgntransactions are KKR Financial CLO
2007-1, Ltd. ("CLO 2007-1"), KKR Financial CLO 207 Ltd. ("CLO 2007-2"), and KKR Financial CLO 20@7("CLO 2007-3). During
August 2006, CLO 2007-1, CLO 2007-2 and CLO 2@07ach entered into separate warehouse faciltiéds,a maximum commitment amot
of $600.0 million, $500.0 million and $600.0 milfiprespectively. Each of these facilities bearsrest at a rate of one-month LIBOR plus
0.50%. The aggregate amount of borrowings outstandnder these facilities is $851.7 million as @cBmber 31, 2006.

As of December 31, 2006, all of the Compabwrrowings were due in fewer than 365 days.

The Company maintains a $25 million linect#dit (the "Line") with a major financial institan that expires in 2008. The Line is
available for general corporate purposes and thepaoy may résorrow amounts repaid under the Line from timen@etprior to its expiratio
or earlier termination.
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Outstanding amounts under the Line bear interestedtprime rate" as defined in the agreement. &laee no fees associated with the Line. As
of December 31, 2006 and 2005, no amounts wer¢anualisig under the Line.

From time to time, the Company may borremoants to satisfy general short-term needs of ttsniess by opening short-term lines of
credit with established financial institutions. Beeamounts may be incremental to, or in lieu offdwings made under the Line, and are
generally repaid within 30 days, at which time lihe of credit is closed. Amounts outstanding unstesrt-term lines of credit amounted to
$44,682 and $249,439 as of December 31, 2006 b, 28spectively. These borrowings bear interefibating rates as defined in the
respective agreements. There are no fees assouittethese lines of credit.

7. INCOME TAXES

The Company has provided for New York Qityncorporated business tax for certain entitieetdaon a statutory rate of 4%. Certain
consolidated entities of the Company are subjettdome tax of the foreign countries in which tle®nduct business. The Company's effec
income tax rate was approximately 0.38%, 0.31%G88% for the years ended December 31, 2006, 2002@04, respectively.

Year Ended December 31

2006 2005 2004
Current
Foreign Income Ta $ 3206 $ 2,132 $ 3,501
State and Local Income T 70C 71C 2,60(
Subtotal 3,90¢ 2,842 6,107
Deferred
Foreign Income Ta 257 58 15¢
Subtotal 257 58 15¢
Total Income Taxe $ 4,16 $ 290(C $ 6,26¢

Income taxes are provided at the applicatalautory rates. The tax effects of the changéisériemporary differences in the areas listed
below resulted in deferred tax assets and liadliti

December 31,

2006 2005
Deferred Tax Assets
Asset Retirement Obligatiot $ 18¢ $ —
Other 74 —
Total Deferred Tax Assets $ 26C $ —

Deferred Tax Liabilities
Depreciatior $ 131 $ 68€

Total Deferred Tax Liabilities $ 131t $ 68¢
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A deferred tax asset has not been recodtitarecertain foreign timing differences as it isma likely than not that the asset will not be
recognized. As of December 31, 2006, the amouttteofsset not recognized is approximately $6 millio

The Company's Deferred Tax Assets and Perfefax Liabilities are included in the combineabficial statements within Other Assets
and Accounts Payable, Accrued Expenses and Otheéilities, respectively.

The following table reconciles the provisior income taxes to the U.S. federal statutoxyréde:

Year Ended December 31

2006 2005 2004
Statutory U.S. Federal Income Tax R 35.0(% 35.0(% 35.0(%
Income Passed Through to Partr (35.00 (35.00 (35.00
Foreign Income Taxe 0.31 0.2: 0.47
State and Local Income Tax 0.0€ 0.0¢ 0.3
Effective Income Tax Ral 0.37% 0.31% 0.8(%
I I I

8. RELATED PARTY TRANSACTIONS

As of December 31, 2006 and 2005, Due fAdfiiates was comprised of the following:

December 31,

2006 2005
Due from Portfolio Companie $ 47,44: $ 7,99:
Due from Principal 34,96¢ 5,30¢
Due from Unconsolidated Fun 14,25¢ 3,67
Due from Related Entitie 13,79( 26,62
Loans to Principal 5,101 6,49¢

$ 115,56. $ 50,08

Discretionary Investment

Certain of the Company's investment proéessds, including its Principals and other qualifyiemployees, are permitted to invest and
have invested their own capital in side-by-sideeBtments with its Traditional Private Equity Fun8ile-by-side investments are investments
in Portfolio Companies that are made on the sammestand conditions as those acquired by the agpédand, except that the side-by-side
investments are not subject to management feesanri@d interest. The cash in