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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

Form 10-K

X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934.
For the fiscal year ended December 31, 20:
Or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934.
For the Transition period from to

Commission File Number 001-34820

KKR & CO. L.P.

(Exact name of Registrant as specified in its @mart

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

9 West 57" Street, Suite 4200
New York, New York 10019
Telephone: (212) 750-8300
(Address, zip code, and telephone number, including
area code, of registrant's principal executivecef

Securities registered pursuant to SectR(b) of the Act:

Title of each class Name of each exchange on which register
Common units representing limit New York Stock Exchange

partner interest
Securities registered pursuant to SectR(g) of the ActNone
Indicate by check mark if the registranaiwell-known seasoned issuer, as defined in Rleof the Securities Act. Yell No O
Indicate by check mark if the registranhot required to file reports pursuant to Secli8ror Section 15(d) of the Act. Ydd No

Indicate by check mark whether the regi#tf1) has filed all reports required to be filgdSection 13 and 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 modh$or such shorter periods that the registraas wequired to file such reports), and
(2) has been subject to such filing requirementstfe past 90 days. YeX No O



Indicate by check mark whether the regigthas submitted electronically and posted ocdtporate Web site, if any, every Interactive
Data File required to be submitted and posted untsto Rule 405 of Regulation Seuring the preceding 12 months (or for such srgrerioc
that the registrant was required to submit and posh files). YesX No O

Indicate by check mark if disclosure ofiniguent filers pursuant to Item 405 of Regulat®#K is not contained herein, and will not be
contained, to the best of registrant's knowledgefinitive proxy or information statements incorated by reference in Part Ill of this
Form 10-K or any amendment to this Form 10{H.

Indicate by check mark whether the registis a large accelerated filer, an accelerated & non-accelerated filer, or a smaller repgrtin
company. See the definitions of "large acceleréited" "accelerated filer" and "smaller reportiogmpany"” in Rule 12b-2 of the Exchange
Act.:

Large accelerated fileEl Accelerated filerd Non-accelerated fileid Smaller reporting companid
(Do not check if a
smaller reporting compan

Indicate by check mark whether the regigtis a shell company (as defined in Rule 12bthefExchange Act). Ye&l No X

The aggregate market value of the commmits wf the registrant held by non-affiliates aslofe 30, 2011, was approximately
$3.6 billion.

As of February 23, 2012, there were 238,83 common units of the registrant outstanding.
DOCUMENTS INCORPORATED BY REFERENCE
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This report contains forwaltdeking statements within the meaning of SectioA &7 the Securities Act of 1933, or the Securittedt, and
Section 21E of the Securities Exchange Act of 1@84he Exchange Act, which reflect our currentwwsewith respect to, among other things,
our operations and financial performance. You cimiify these forward-looking statements by theafsgords such as "outlook," "believe,"
"expect,” "potential,” "continue,” "may," "should'Seek," "approximately,” "predict,” "intend," "Wil "plan,” "estimate," "anticipate" or the
negative version of these words or other companablels. Forward-looking statements are subjecttius risks and uncertainties.
Accordingly, there are or will be important factoinsit could cause actual outcomes or results ferdifiaterially from those indicated in these
statements. We believe these factors include leunatr limited to those described under the seaititled "Risk Factors" in this report. These
factors should not be construed as exhaustive lrmdd be read in conjunction with the other caudigrstatements that are included in this
report and in our other periodic filings. We do notlertake any obligation to publicly update orieawvany forwardlooking statement, wheth
as a result of new information, future developmemtstherwise.

In this report, references to "KKR," "wéls," "our" and "our partnership” refer to KKR & Clo.P. and its consolidated subsidiaries. F
to KKR & Co. L.P. becoming listed on the New Yorto& Exchange ("NYSE") on July 15, 2010, KKR Grddpldings L.P. ("Group
Holdings") consolidated the financial results of KR Group Partnerships (as defined below) anit ttensolidated subsidiaries.

References to "our Managing Partner" at€K& Management LLC, our general partner; referertoé’KKR Guernsey" are to
KKR & Co. (Guernsey) L.P. (f/k/a KKR Private Equitiyvestors, L.P. or "KPE"); references to the "Camebl Business" of KKR refer to the
business of KKR that resulted from the Transacti@ssdefined below); references to the "KKR Groaptfierships” are to KKR Management
Holdings L.P. and KKR Fund Holdings L.P., which hew holding companies for the Combined BusinesSainber 1, 2009; and references
to the "KPE Investment Partnership” are to KKR Rizkstments, L.P., a lower tier partnership througiich KPE made all of its investments
prior to October 1, 2009.

Unless otherwise indicated, referencegjtote interests in the Combined Business, or te@etage interests in the Combined Business,
reflect the aggregate equity of the KKR Group Ramthips and are net of amounts that have beeratdid¢o our principals in respect of the
carried interest from the Combined Business asgdartir "carry pool" and certain minority interegisour business that were not acquired by
the KKR Group Partnerships in connection with tmanBactions. References to our "principals” amutosenior employees and non-employee
operating consultants who hold interests in the Bioad Business through KKR Holdings L.P., whichneer to as "KKR Holdings" and
references to our "senior principals” are to ppats who also hold interests in our Managing Paren¢itling them to vote for the election of
directors.

On October 1, 2009, we completed the adeprisof all of the assets and liabilities of KKRu€rnsey and, in connection with such
acquisition, completed a series of transactionsyamt to which the business of KKR was reorganizta holding company structure. We
refer to the acquisition of the assets and liaegdiof KKR Guernsey as the "Combination Transagctitmour reorganization into a holding
company structure as the "Reorganization Trangatiand to the Combination Transaction and the georation Transactions collectively
the "Transactions.” Our financial information farpds prior to the Transactions is, for accounpagposes, based on a group of certain
combined and consolidated entities under commotraloaf our senior principals and under the comroamership of our principals and
certain other individuals who have been involvedun
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business, and our financial information for perisdbsequent to the Transactions is, for accoumptimgoses, based on a group consisting of
KKR & Co. L.P. and its consolidated subsidiaries.

In this report, the term "assets under rgareent,” or "AUM", represents the assets from whigIR is entitled to receive fees or a carried
interest and general partner capital. We belieigertteasure is useful to investors as it providestamal insight into KKR's capital raising
activities and the overall activity in its investmdunds and vehicles. KKR calculates the amou§@M as of any date as the sum of: (i) the
fair value of the investments of KKR's investmamds plus uncalled capital commitments from thesel$; (ii) the fair value of investments
KKR's co-investment vehicles; (iii) the net assalire of certain of KKR's fixed income products)) (ilie value of outstanding structured
finance vehicles and (v) the fair value of othesets managed by KKR. KKR's definition of AUM is ra#sed on the definitions of AUM that
may be set forth in agreements governing the invest funds, vehicles or accounts that it managdssanot calculated pursuant to any
regulatory definitions.

In this report, the term "fee paying assetder management,” or "FPAUM", represents onlgé¢hassets under management from which
KKR receives fees. We believe this measure is lisefavestors as it provides additional insighbithe capital base upon which KKR earns
management fees. This relates to KKR's capitaingiactivities and the overall activity in its irstenent funds and vehicles, for only those
funds and vehicles where KKR receives fees (ixlugling vehicles that receive only carried inté@sgeneral partner capital). FPAUM is the
sum of all of the individual fee bases that aredusecalculate KKR's fees and differs from AUM hetfollowing respects: (i) assets from wh
KKR does not receive a fee are excluded (i.e. tasgi¢th respect to which it receives only carrieteiest); and (ii) certain assets, primarily it
private equity funds, are reflected based on chpitamitments and invested capital as opposeditodéue because fees are not impacted by
changes in the fair value of underlying investments

In this report, the term "fee related eagsi" or "FRE", is comprised of segment operatagnues less segment operating expenses
used by management as an alternative measuremer operating earnings of KKR and its businessngeds before investment income. We
believe this measure is useful to investors asovides additional insight into the operating ptatfility of our fee generating management
companies and capital markets businesses. The ecwntsof FRE on a segment basis differ from thévadgnt GAAP amounts on a
consolidated basis as a result of: (i) the inclngibmanagement fees earned from consolidated finadsvere eliminated in consolidation;

(i) the exclusion of fees and expenses of certamsolidated entities; (iii) the exclusion of chesgelating to the amortization of intangible
assets; (iv) the exclusion of charges relatingatwycpool allocations; (v) the exclusion of non{tasgjuity charges and other non-cash
compensation charges borne by KKR Holdings or ireditinder the KKR & Co. L.P. 2010 Equity IncentRian; (vi) the exclusion of certain
reimbursable expenses; and (vii) the exclusioreafain non-recurring items.

In this report, the term "economic net imeo(loss)," or "ENI", is a measure of profitabilfr KKR's reportable segments and is used by
management as an alternative measurement of thmatmgeand investment earnings of KKR and its bestnsegments. We believe this
measure is useful to investors as it provides amfit insight into the overall profitability of KKR businesses inclusive of investment income
and carried interest. ENI is comprised of: (i) FREs (i) segment investment income (loss), whickeduced for carry pool allocations and
management fee refunds; less (iii) certain econamérests in KKR's segments held by third partiesl differs from net income (loss) on a
GAAP basis as a result of: (i) the exclusion ofiteens referred to in FRE above; (ii) the exclusidinvestment income (loss) relating to
noncontrolling interests; and (iii) the exclusidnimcome taxes.

You should note that our calculations of MUFPAUM, FRE, ENI and other financial measures rddfer from the calculations of other
investment managers and, as a result, our measatrewieAUM, FPAUM, FRE, ENI and other financial nseaes may not be comparable to
similar measures
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presented by other investment managers. For impdritormation regarding these and other finangiahsures, please see "Management's
Discussion and Analysis of Financial Condition &sRks of Operations—Segment Operating and Perfocsdeasures."

References to "our funds" or "our vehiclesfer to the investment funds, vehicles and/opants advised, sponsored or managed by one
or more subsidiaries of KKR, unless the contextiness otherwise.

In this report, the term "GAAP" refers tergrally accepted accounting principles in the éthbtates.

Unless otherwise indicated, referencesigreport to our fully diluted common units outsding, or to our common units outstanding
fully diluted basis, reflect (i) actual common wndutstanding, (i) common units into which KKR @poPartnership Units not held by us are
exchangeable pursuant to the terms of the exchagrgement described in this report and (iii) commpits issuable pursuant to any equity
awards actually issued under the KKR & Co. L.P.@Bfuity Incentive Plan, which we refer to as daquity Incentive Plan," but do not
reflect common units available for issuance purst@our Equity Incentive Plan for which grants bawot yet been made.

iv
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PART |
ITEM 1. BUSINESS
Overview

Led by Henry Kravis and George Robertsanea leading global investment firm with $59.0idil in AUM as of December 31, 2011 ¢
a 35-year history of leadership, innovation andestment excellence. When our founders startedioniifi 1976, they established the
principles that guide our business approach todajyding a patient and disciplined investment ss; the alignment of our interests with
those of our investors, portfolio companies anép#takeholders; and a focus on attracting woddsctalent.

Our business offers a broad range of imnrest management services to our investors andges\dapital markets services to our firm,
portfolio companies and our third-party clientsrdighout our history, we have consistently beezadér in the private equity industry, having
completed more than 200 private equity investmetitts a total transaction value in excess of $46&obi In recent years, we have grown our
firm by expanding our geographical presence anldlimgi businesses in new areas, such as fixed incemasty strategies, capital markets,
infrastructure, natural resources and real estate new efforts build on our core principles andustry expertise, allowing us to leverage the
intellectual capital and synergies in our busingsaged to capitalize on a broader range of the ppities we source. Additionally, we have
increased our focus on servicing our existing itvessand have invested meaningfully in developglgtionships with new investors.

We conduct our business with offices thitoug the world, providing us with a pre-eminenttgibplatform for sourcing transactions,
raising capital and carrying out capital marketsvitees. Our growth has been driven by value thathave created through our operationally
focused investment approach, the expansion of xaatig businesses, our entry into new lines ofitess, innovation in the products that we
offer investors, an increased focus on providinigitad solutions to our clients and the integratidrtapital markets distribution activities.

As a global investment firm, we earn mamaget, monitoring, transaction and incentive feegpfoviding investment management,
monitoring and other services to our funds, vekicleanaged accounts, specialty finance companpaufblio companies, and we generate
transaction-specific income from capital markesssactions. We earn additional investment incomm finvesting our own capital alongside
that of our investors and from the carried intevestreceive from our funds and certain of our otheestment vehicles. A carried interest
entitles the sponsor of a fund to a specified peege of investment gains that are generated omhpiairty capital that is invested.

We seek to consistently generate attradtivestment returns by employing world-class pegfukowing a patient and disciplined
investment approach and driving growth and valeation in the assets we manage. Our investmenstiawe deep industry knowledge and
are supported by a substantial and diversifiedtabbase, an integrated global investment platfah@ expertise of operating consultants and
senior advisors and a worldwide network of busimetgionships that provide a significant sourcénekstment opportunities, specialized
knowledge during due diligence and substantialuesss for creating and realizing value for stakdbrd. We believe that these aspects of our
business will help us continue to expand and grombaisiness and deliver strong investment perfoomam a variety of economic and
financial conditions.
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Our Firm
Global Operations

With offices around the world, we have bBthed ourselves as a leading global investmemt e have multilingual and multicultural
investment teams with local market knowledge agdificant business, investment, and operationaéggpce in the countries in which we
invest. We believe that our global capabilitiesénaelped us to raise capital, capture a greatebauof investment opportunities, and assist
our portfolio companies in their increasing reliaran global markets and sourcing, while enablintpudiversify our operations.

Though our operations span multiple comtis@nd asset classes, our investment professiareipported by an integrated infrastruc
and operate under a common set of principles anthéss practices that are monitored by a variegoofmittees. The firm operates with a
single culture that rewards investment disciploreativity, determination, and patience and theisgaf information, resources, expertise, i
best practices across offices and asset classemn @fipropriate, we staff transactions across neltiffices and businesses in order to take
advantage of the industry-specific expertise ofinuestment professionals, and we hold regular imgein which investment professionals
throughout our offices share their knowledge anukernces. We believe that the ability to drawlmnlbcal cultural fluency of our investment
professionals while maintaining a centralized amdgrated global infrastructure distinguishes osfother investment firms and has been a
substantial contributing factor to our ability ttige funds, invest internationally, and expandbusinesses.

Committees

Our investment processes are overseengigna investment and portfolio management commit®©ur investment committees are
responsible for reviewing and approving all investits made by their business units, monitoring dligedce practices, and providing advice
in connection with the structuring, negotiationgextion, and pricing of investments. Our portfatianagement function is responsible for
working with our investment professionals from ttete on which an investment is made until the finseexited in order to ensure that
strategic and operational objectives are accomgdigind that the performance of the investmenbisety monitored.

Our Segments
Private Markets

Through our Private Markets segment, weagarand sponsor a group of private equity fundscaridvestment vehicles that invest
capital for long-term appreciation, either throwgimtrolling ownership of a company or strategic onity positions. We also manage and
source investments in infrastructure, natural resgsiand real estate. These funds, vehicles amdiaiscare managed by Kohlberg Kravis
Roberts & Co. L.P., an SEC registered investmenisad As of December 31, 2011, the segment hads#siion of AUM and our actively
investing funds included geographically
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differentiated investment funds and vehicles witlerd$10.1 billion of unused capital commitmentaviding a significant source of capital tl

may be deployed globally.

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

2004 2005 2006 2007 2008 2009 2010 2011

Q) For the years 2006 through 2008, assets under raar@ay are presented pro forma for the Combinatram§action, and therefore,
exclude the net asset value of KPE and its forroermitments to our investment funds.

(2) Asof February 7, 2012, we have formally acceptéussriptions for over $5.5 billion in capital contméents on our North Americ

Fund XI; however, it will not contribute to AUM uhtve are entitled to receive fees or a carrieérn@st in accordance with our
definition of AUM and is not included in AUM for ¢hyear 2011.

3




Table of Contents

The table below presents information aB@fember 31, 2011 relating to our private equitydiand other Private Markets investment
vehicles for which we have the ability to earn Eatiinterest. This data does not reflect acquisdtior disposals of investments, changes in
investment values or distributions occurring aecember 31, 2011.

As of December 31, 201

Investment Period Amount
Percentage
Committed
Remaining
Commencemen by General Remaining
End Commitment Uncalled Fair
Private Markets Date(1) Date(1) (2) Commitments _Partner  Invested Realized Cost(3) Value
(Amounts in millions, except percentages)
Private Equity
Funds
China Growth
Fund 11/201( 11/201¢ $ 1,010.( $ 7674 1.0% $ 242¢$ —$ 242.€$ 331.2
E2 Investors
(Annex Fund; 8/200¢ 11/201: 535.t 381.: 4.2% 154.2 — 154.2 230.¢
European Fund
1 3/200¢ 3/201¢ 5,902.¢ 3,216.0  4.6% 2,686.¢ — 2,686. 2,668.:
Asian Func 7/2007 7/201% 3,983.: 1,230.( 2.5% 2,753.: 191.¢ 2,635.: 4,027.%
2006 Func 9/200¢ 9/201: 17,642.. 1,821 21% 15,820.¢ 4,297.! 13,528. 15,377.
European Fund 11/200¢ 10/200¢ 5,750.¢ —  21% 5,750.¢ 1,554. 4,654.. 3,665.(
Millennium Func 12/200: 12/200¢ 6,000.( —  25% 6,000.( 6,916. 3,435.: 4,811..
European Fun 12/199¢ 12/200! 3,085. — 32% 3,085.. 7,981. 164.( 715.¢
Total Private
Equity
Funds 43,910.( 7,416.: 36,493." 20,940.t 27,499.t 31,827.(
Co-Investment
Vehicles Various Various 2,240.° 335.2 Various 1,905.¢ 715.7 1,707.% 2,346.:
Total Private
Equity 46,150." 7,751.% 38,399.; 21,656.! 29,207.! 34,173.
Energy &
Infrastructure
Natural
Resource: Various Various 1,094." 1,001.« Various 93.2 14.4 88.4 59.¢
Infrastructure Various Various 780.2 633.¢€ Various 146.€ — 146.¢ 139.t
Co-Investment
Vehicles Various Various 1,863.¢ 683.¢ Various 1,179t 68.€ 1,179.k 1,331.¢
Energy &
Infrastructur
Total 3,738.: 2,318.¢ 1,419. 83.2 1,414t 1,530.¢
Private Markets
Total $ 49,888.% 10,070. $39,818.1 $21,739." $ 30,622.($ 35,704.
1) The commencement date represents the date on Wigicfeneral partner of the applicable fund commemmeestment of the fund's capital for our privatgiity

funds and the date of the first closing for ourestRrivate Markets funds and investment vehiclée @nd date represents the earlier of (i) the afatghich the
general partner of the applicable fund was or béllrequired by the fund's governing agreementaseeaking investments on behalf of the fund, snles
extended by a vote of the fund investors, or (i@ tlate on which the last investment was made.

) The commitment represents the aggregate capitanionents to the fund, including capital commitmeloysthird-party fund investors and the generalmpent
Foreign currency commitments have been converteddrS. dollars based on (i) the foreign excharage at the date of purchase for each investmen(iuntide
exchange rate that prevailed on December 31, 201fe case of unfunded commitments.

3) The remaining cost represents investors' initieégtment reduced for any return of capital andzedlgains from which the general partner did eceive a
carried interest

Performance

We take a long-term approach to Privatekdtsr investing and measure the success of ourtmeass over a period of years rather than
months. Given the duration of these investmenesfitm focuses on realized multiples of investepitzd and IRRs when deploying capital in
these transactions. We have nearly doubled thee\afloapital that we have invested in our Privasriéts investment funds, turning
$53.2 billion of capital into $103.2 billion of wad from our inception in 1976 to December 31, 2@\er the same time period, our realized
and partially realized investments have grown f&#t6.7 billion to $78.7 billion.

4
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All Investments

100 =

Amount Invested and Total Value for
Private Markets Investment Funds
As of December 31, 2011

aﬂ -8
a0 -
70
%’ ol §5a.2
E 50
E 40 =
2 a0 Aeatized
20 m
10 - i
a T 1
Amount Freesbind Tatai Value

From our inception in 1976 through Deceniier2011, our investment funds with at least 3@th® of investment activity generated a
cumulative gross IRR of 25.7%, compared to the %lgBoss IRR achieved by the S&P 500 Index ovestree period, despite the cyclical .
sometimes challenging environments in which we heparated. The S&P 500 Index is an unmanaged iadebour returns assume

(5 in billions)

Realized and Partially Realized Investmel

100 =

Qﬂ -
. 878.7
Linrgalized _
70+ Walue $8.0
80
50
40
30 o 3267 Runlized
ag - Value
SP0.7
10 -
o
Amount vestivd Total Valug

reinvestment of distributions and do not reflect faes or expenses.

The tables below present information aB@efember 31, 2011 relating to the historical peni@mmce of certain of our Private Markets
investment vehicles since inception, which we belidlustrates the benefits of our investment appho The information presented under Total
Investments includes all of the investments madthbyspecified investment vehicle, while the infatian presented under Realized/Partially
Realized Investments includes only those investenfamtwhich realized proceeds, excluding currenbime like dividends and interest, are a

material portion of invested capital. This datagloet reflect additional capital raised since Delsen81, 2011 or

5
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acquisitions or disposals of investments, changésviestment values or distributions occurring raftet date. Past performance is not a
guarantee of future results.

Fair Value of Investments

Multiple
Amount Gross of
Total Net Invested
Private Markets Investment Funds  Commitment Invested Realized Unrealized Value IRR* IRR* Capital**
($ in Millions)
Total Investments
Legacy Funds(1

1976 $ 31.4% 31.4$ 537..% —$ 537.2 39.5% 35.52% 17.1
1980 356.¢ 356.6 1,827.¢ — 1,827.¢ 29.(% 25.&% 51
1982 327.¢ 327.¢  1,290. — 1,290.7 48.1% 39.2% 3.6
1984 1,000.( 1,000.C 5,963. — 5,963.! 34.5% 28.9% 6.C
1986 671.¢ 671.6 9,080." — 9,080." 34.4% 28.% 13.5
1987 6,129.¢ 6,129.¢ 14,949. — 14,949.: 12.1% 8.S% 24
1993 1,945.7 1,945." 4,143. —  4,143.7 23.¢% 16.£% 21
1996 6,011.¢ 6,011.¢ 12.476.¢ — 12,476.t 18.(% 13.2% 21

Included Fund: —
European Fund (1999)(  3,085.. 3,085.. 7,981. 715.¢  8,697.( 27.(% 20.2% 2.8
Millennium Fund (2002 6,000.( 6,000.( 6,916.. 4,811.. 11,727.: 22.&% 16.2% 2.C
European Fund Il (200

2) 5,750.6 5,750.¢ 1,554.0 3,665.( 5,219.0 (2.2% (2.9%  0.€
2006 Fund (200€ 17,642.. 15,820.0 4,297.t 15377.8 19,675.. 6.7% 4.4% 1.2
Asian Fund (2007 3,983.0 2,753.. 191.¢ 4,027 4,219.c 19.4% 12.(% 1t
European Fund Il (200¢

) 5,902.¢ 2,686.¢ — 2,668.. 2,668.. (0.49% (6.5)% 1.C
E2 Investors (Anne

Fund) (2009)(2)(3 535.t 154.2 — 230.4 230.2 N/A  N/A N/A
China Growth Fun

(2010)(3) 1,010.( 242.¢ — 331.C 331.2 NJ/A  N/A N/A
Natural Resources (201!

(3) 1,094." 93.% 14.4 59.¢ 74.2 NJA N/A N/A
Infrastructure (2010)(= 780.2 146.¢ — 139. 139.5 N/A  N/A N/A

All Funds $62,259.-$53,208.: $71,224.. $32,026.: $103,250.! 25.7% 19.(% 1.¢
Realized/Partially Realized
Investments(4)
Legacy Funds(1
1976 $ 314% 31.4% 537.2% —$ 537.239.5% 35.8% 17.]
1980 356.¢ 356.6 1,827.¢ —  1,827.£ 29.(% 25.8% 5.1
1982 327.¢ 327.¢ 1,290. —  1,290.% 48.1% 39.2% 3.¢
1984 1,000. 1,000.C 5,963.t —  5,963.f 34.6% 28.9% 6.C
1986 671.¢ 671.¢ 9,080. — 9,080.7 34.4% 28.9% 13t
1987 6,129.¢ 6,129.¢ 14,949.. — 14,949.: 12.1% 8.5% 24
1993 1,945.7 1,945.7 4,143. —  4,143.1 23.6% 16.&% 21
1996 6,011.¢ 5,968.f 12,476. — 12,476.t 18.2% 14.¢% 21

Included Fund
European Fund (1999)( 3,085.« 2,681.. 7,981.: 715.6  8,697.( 29.8% 26.(% 3.2
Millennium Fund (2002 6,000.( 3,404.C 6,597.t 1,624.¢ 8,222.: 43.9% 33.4% 2.4
European Fund Il (2005

2 5,750.6 1,567.. 1,415¢ 1,235¢ 2,651.6 12.7% 10.9% 1.7
2006 Fund (200¢€ 17,642.0 2,195.¢ 4,287.. 3,814.& 8,102.. 37.7% 33.9% 3.7
Asian Fund (2007 3,983.: 411.5 191.¢ 591.: 783.2 24.5% 20.7% 1.¢
European Fund Il (200¢

2) 5,902.¢ — — — — — — —
E2 Investors (Annex

Fund) (2009)(2)(3 535.k — — — — — — —
China Growth Funt

(2010)(3) 1,010.( — — — — — — —
Natural Resources (201

(3) 1,094. — — — — — — —
Infrastructure (2010)(G 780.2 — — — — — — —

All Realized/Partially
Realized Investments  $ 62,259.:$26,691.! $70,742.t$ 7,982.¢$ 78,725.; 26.2% 21.£% 2.¢




(1)  These funds were not contributed to the Combinesiri&ss in connection with the Transactic

(2)  The capital commitments of the European Fund, t®fiean Fund I, the European Fund Il and the Arffiend include
eurc-denominated commitments €196.5 million,€2,597.2 million,€2,788.8 million anc
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€165.5 million, respectively. Such amounts have bmmverted into U.S. dollars based on (i) the fymexchange rate
the date of purchase for each investment andch@ieikchange rate prevailing on December 31, 201eiicase of
unfunded commitments.

3) The gross IRR, net IRR and multiple of investeditedyjare calculated for our investment funds theatéhinvested for at
least 36 months prior to December 31, 2011. Nort@fnnex Fund, the China Growth Fund, Naturaldreses, or
Infrastructure have invested for at least 36 moathef December 31, 2011. We therefore have notilzdéd gross IRRs,
net IRRs and multiples of invested capital withpess to those funds.

4) Investments are considered partially realized wieatized proceeds, excluding current income likédginds and interes
are a material portion of invested capital. Non¢hefEuropean Fund Ill, Annex Fund, China Growthds;WNatural
Resources or Infrastructure have realized a maoidion of invested capital. We therefore havé caiculated gross
IRRs, net IRRs and multiples of invested capitdahwespect to the investments of those funds.

* IRRs measure the aggregate annual compoundedsefenerated by a fund's investments over a holaknigd. Net
IRRs presented under Total Investments are catuikafter giving effect to the allocation of reatizend unrealized
carried interest and the payment of any applicatdeagement fees. Net IRRs presented under Red&lemiddly Realize
Investments are calculated after giving effechallocation of realized and unrealized carrigdrigst, but before
payment of any applicable management fees as mareadees are applied to funds, not investmentss&IRRs are
calculated before giving effect to the allocatidrcarried interest and the payment of any applieabanagement fees.

*x The multiples of invested capital measure the agmgeereturns generated by a fund's investmentssiolate terms. Each
multiple of invested capital is calculated by adgingether the total realized and unrealized vadi@sfund's investmen
and dividing by the total amount of capital invesby the fund. Such amounts do not give effechéoallocation of any
realized and unrealized returns on a fund's investanto the fund's general partner pursuant taréedanterest or the
payment of any applicable management f

For more information, see "Risk Factors—kRiRelated to the Assets We Manage—The historétatms attributable to our funds,
including those presented in this report, shouldb@oconsidered as indicative of the future resaflisur funds or of our future results or of any
returns on our common units."

Private Equity

We are a world leader in private equityihg raised 16 funds with approximately $60.4 bitliof capital commitments through
December 31, 2011. We invest in industry-leadimgéhises and attract wortdass management teams. Our investment approaetatgs ou
capital base, sourcing advantage, global netwodkiraiustry knowledge. It also leverages our sizeédhm of operating consultants who work
exclusively with our portfolio companies, as wedl@ur senior advisors, many of whom are formerfamecutive officers and leaders of the
business community.

Portfolio

The following charts present informatiomcerning the amount of capital invested by privegaity funds by geography and industry
through December 31, 2011. We believe that thia dlatstrates the benefits of our business appraachour ability to source and invest in
deals in multiple geographies and industries.
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Dollars Invested by Geography Dollars Invested by Industry
(European Fund and Subsequent Funds (European Fund and Subsequent Funds
including our Natural Resources including our Natural Resources

and Infrastructure Funds and Infrastructure Funds
as of December 31, 2011) as of December 31, 2011)

Comsurmes Education
Products l‘-““ Eneigly  Fipnescied

Sorvices
12.9%

Heallth Cara
E3.6%:

Hobeln'l psure
i
Infrastrucium
0.4%
Manufoctuming

Madia  11.6%
9.7%

Euopa __—
30.6%

Our current private equity portfolio held dur European Fund and subsequent funds congieten 75 companies with more than
$200 billion of annual revenues and more than IMDdmployees worldwide. These companies are heaggedin 19 countries and operat
17 general industries which take advantage of cagdand deep industry and operating expertise yMéthese companies are leading
franchises with global operations, strong managéiteams and attractive growth prospects, which aleebe will provide benefits through a
broad range of business conditions.

Investment Approac

Our approach to making private equity inrents focuses on achieving multiples of investguital and attractive risk-adjusted IRRs by
selecting high-quality investments that may be nmetdstractive prices, applying rigorous standafddue diligence when making investment
decisions, implementing strategic and operatiohahges that drive growth and value creation in medwbusinesses, carefully monitoring
investments, and making informed decisions whereldging investment exit strategies.

We believe that we have achieved a leagdosition in the private equity industry by applyiaglisciplined investment approach and by
building strong partnerships with highly motivat@@nagement teams who put their own capital at Yiken making private equity
investments, we seek out strong business francghagteasctive growth prospects, leading market pmsst and the ability to generate attractive
returns. We do not participate in "hostile" trarigats that are not supported by a target compdmgsd of directors.

Sourcing and Selecting Investments

We have access to significant opportuniteesnaking private equity investments as a restiur sizeable capital base, global platform,
and relationships with leading executives from majmpanies, commercial and investment banks, #ret tmvestment and advisory
institutions. Members of our global network fregthgrontact us with new investment opportunitiegliding a substantial number of
exclusive investment opportunities and opportusitiet are made available to only a very limitethbar of other firms. We also proactively
pursue business development strategies that aignddso generate deals internally based on théhd#pmur industry knowledge and our
reputation as a leading financial sponsor.




Table of Contents

To enhance our ability to identify and camsnate private equity investments, we have orgdnize investment professionals in industry-
specific teams. Our industry teams work closehhwitir operating consultants and senior advisoigetatify businesses that can be grown and
improved. These teams conduct their own primargaesh, develop a list of industry themes and treigesitify companies and assets in need
of operational improvement, and seek out businemsésssets that they believe will benefit from ioublvement. They possess a detailed
understanding of the economic drivers, opportusitie value creation, and strategies that can bigded and implemented to improve
companies across the industries in which we invest.

Due Diligence and the Investment Decis

When an investment team determines thatastment proposal is worth consideration, thepsal is formally presented to an
investment committee and the due diligence processnences if appropriate. The objective of the diligence process is to identify attract
investment opportunities based on the facts amticistances surrounding an investment and to prepfeenework that may be used from the
date of an acquisition to drive operational improeat and value creation. When conducting due diligeinvestment teams evaluate a nur
of important business, financial, tax, accountiryironmental, social, governance, legal and regujlassues in order to determine whether an
investment is suitable. In connection with the diligence process, investment professionals spigmifisant amounts of time meeting with a
company's management and operating personnelngigitants and facilities, and where appropriapeaking with other stakeholders intere
in and impacted by the investment in order to usidad the opportunities and risks associated wétptoposed investment. Our investment
professionals also use the services of outsideustants, consultants, lawyers, investment banlgjradustry experts as appropriate to assist
them in this process. An investment committee noogiéll due diligence practices and must approvieastment before it may be made.

Building Successful and Competitive Busine

When investing in a portfolio company, watper with world-class management teams to exemmutaur investment thesis, and we
rigorously track performance through regular manmiig of detailed operational and financial metasswell as appropriate environmental,
social and governance issues. We have developkthal getwork of experienced managers and operatiegutives who assist the portfolio
companies in making operational improvements ahéeaimng growth. We augment these resources withatjpmal guidance from operating
consultants at KKR Capstone, senior advisors, anelstment teams, and with "100-Day Plans" thatdahe firm's efforts and drive our
strategies. We emphasize efficient capital managéenap-line growth, R&D spending, geographical @&xgion, cost optimization, and
investment for the long-term.

Realizing Investmen

We have developed substantial expertisegflizing private equity investments. From ourjpiion through December 31, 2011, the firm
has generated approximately $71.2 billion of casitgeds from the sale of our portfolio companiemitial public offerings and secondary
offerings, dividends, and sales to strategic buyéfisen exiting investments, our objective is tasture the exit in a manner that optimizes
returns for investors and, in the case of publicdged companies, minimizes the impact that theled 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 committees and capital markets busiagseell as the firm's longstanding relationshijith worporate buyers and members of the
investment banking and investing communities.
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Private Equity Fund Structure

The private equity funds that we sponsat m@anage have finite lives and investment periBdsh fund is organized as a single
partnership or a combination of separate domesticozerseas partnerships, and each partnershimisotied by a general partner. Private
equity fund investors are limited partners who agrecontribute a specified amount of capital ®filmd from time to time for use in
qualifying investments during the investment perietlich generally lasts up to six years dependm@p@v quickly capital is deployed. Each
private equity fund's general partner is generatifitied to a carried interest that allocates 0% of the net profits realized by the limited
partners from the fund's investments. The termsuwmewest private equity fund, the North Americenér XI, also include a performance
hurdle which requires that we return 7%, compouratatually, to limited partners in the fund priorézeiving our 20% share of net profits
realized by limited partners. Our earlier privatgiigy funds do not include this term, although agrtother funds such as the Natural Resources
and Infrastructure Funds do have a performanceldwurd

We enter into management agreements witpivate equity funds pursuant to which we recenanagement fees in exchange for
providing the funds with management and other sesr/iThese management fees are calculated basleed amount of capital committed to a
fund during the investment period and thereaftethencost basis of the fund's investments, whiclses the fees to be reduced over time as
investments are liquidated. These management fegsa&l by private equity fund investors, who gatigrcontribute capital to the fund in
order to allow the fund to pay the fees to us. fDuds generally require that management fees bened to investors before a carried interest
may be paid.

We also enter into monitoring agreements wur portfolio companies pursuant to which weeree periodic monitoring fees in exchange
for providing them with management, consulting, atfter services, and we typically receive transactees from portfolio companies for
providing them with financial, advisory and othendces in connection with specific transactiomsséme cases, we may be entitled to other
fees that are paid by an investment target upasirgica transaction or when a potential investmenbt consummated. Our private equity fund
agreements typically require us to share 80% ofraagitoring, transaction and other fees that doeable to a fund (after reduction for
expenses incurred allocable to a fund from uncomsated transactions) with fund investors.

In addition, the agreements governing aivape equity funds enable investors in those fuildgduce their capital commitments avail:
for further investments, on an investor-by-invedtasis, in the event certain "key persons" (fomgpie, both of Messrs. Kravis and Roberts,
and, in the case of certain geographically or pcbélacused funds, one or more of the executivesged on such funds) cease to be actively
involved in the management of the fund. While thesevisions do not allow investors to withdraw ¢apthat has been invested or cause a
to terminate, the occurrence of a "key man" eventdtcause disruption in our business, reduce rith@uat of capital that we have available for
future investments, and make it more challengingtee additional capital in the future.

To the extent investors in our private ggfiinds suffer losses resulting from fraud, gnesgligence, willful misconduct or other similar
misconduct, investors may have remedies againstwgrivate equity funds, our principals, or offiliates under the federal securities laws
and state laws. While the general partners andstment advisers to our private equity funds, inclgdheir directors, officers, other
employees, and affiliates, are generally indemdifig the private equity funds to the fullest exteatmitted by law with respect to their
conduct in connection with the management of thertmss and affairs of our private equity fundshsademnity does not extend to actions
determined to have involved fraud, gross negligemdlful misconduct or other similar misconduct.

Because private equity fund investors tglhycare unwilling to invest their capital in a fdilunless the fund's manager also invests its own
capital in the fund's investments, our private ggfuind documents generally require the generahpas of the funds to make minimum capital
commitments
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to the funds. The amounts of these commitments;lwhie negotiated by fund investors, generally efngm 2% to 4% of a fund's total capi
commitments at final closing. When investmentsraagle, the general partner contributes capitaleduhd based on its fund commitment
percentage and acquires a capital interest imthestment that is not subject to a carried intesestanagement fees. These capital
contributions were funded with cash from operatitred otherwise would be distributed to our prird$p Subsequent to the Transactions, these
general partner commitments are typically madeutjnoour Capital Markets and Principal Activitiegseent.

Other Private Equity Investment Vehicles

E2 Investors (Annex Fund). We established the Annex Fund in 2009 to enablestors in the European Fund Il and the Millemmi
Fund to make additional investments in portfolionpanies of the European Fund II, which had alrdsebn fully invested. This fund has
several features that distinguish it from our ofwévate equity funds, including: (i) it does natypa management fee to us; (ii) its general
partner is only entitled to a carried interest aftetting any losses, costs, and expenses relatiBgropean Fund Il and certain Millennium
Fund investments from the profits of the Annex Fumastments; and (iii) no transaction or increraémonitoring fees are charged in
connection with investments in which the Annex Fpadicipates. In addition, certain investors tfarred a portion of their European Fund IlI
commitments to the Annex Fund, which proportionateduced the commitments available to the Eurojpesn Il and the overall amount of
management fees payable by the European Fundul.to

Other Private Equity Products. The amount of equity used to finance leveraggwuts has increased significantly in recent years
enabling us to offer significant co-investment ogipnities to both fund investors and other thirdties. We have capitalized on this
opportunity by building out our capital markets atistribution capabilities and creating new investinstructures and products that allow us to
syndicate a portion of the equity needed to fineaaguisitions. These structures include co-investaehicles and a principgrotected prival
equity product, which generally entitle the firmrezeive management fees and/or a carried intekesif December 31, 2011, we had
$2,943.9 million of AUM in products of this typen &ddition, we manage certain separately managealats in the form of separate
investment vehicles based on terms that are separagotiated with the investor.

Legacy Private Equity Funds. The investment period for each of the 1996 Famdl all prior funds has ended. Because the general
partners of these funds were not expected to reca@aningful proceeds from further realizationtgriests in the general partners were not
contributed to the Combined Business in conneatiith the Transactions. KKR will, however, continteeprovide the legacy funds with
management and other services until their liquashativVhile we do not expect to receive meaningfakféor providing these services, we do not
believe that the ongoing administration of the fimdll materially interfere with the firm's operatis or generate any material costs for the

Natural Resource:

We manage investments in natural resowasssts, such as oil and natural gas propertiesc@rent strategy generally targets producing
properties that are non-core to their current ownéhe strategy ultimately aims to deliver curmettirns to investors through distributions
generated by producing and selling the oil andnahas reserves of these acquired properties hwaigo provides investors with exposure to
commodity prices. As of December 31, 2011, we leaeived $1,094.7 million of capital commitmentshis strategy.
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Infrastructure

We manage investments in infrastructuretass order to capitalize on the growing demandyfobal infrastructure investment. We
believe that the global infrastructure market pdeg an opportunity for the firm's combination af/pte investment, operational improvement,
and stakeholder engagement skills. This strateglsst achieve returns through the acquisitionapetational improvement of assets
important to the functioning of the economy andatsprovide current income. As of December 31,12@le had received $780.2 million of
capital commitments to our Infrastructure Fund &d! billion of capital commitments through sepalatmanaged accounts.

Real Estate

We hired several experienced real estatestment executives in 2011 to develop a dedicat@ldestate strategy. As of December 31,
2011, we had committed $300 million of firm capitaldevelop this strategy. In addition, we havefteeibility to invest in real estate
investments across the capital structure througiows vehicles, including our private equity antbaiative credit funds. This platform targets
real estate opportunities, including property-lesgliity, debt and special situations transactionmslaisinesses with significant real estate
holdings that can benefit from KKR's operationgbentise. We seek to partner with real estate owihemders, operators, and developers to
provide flexible capital to respond to transactgpecific needs, including the outright purchasénancing of existing assets or companies and
the funding of future development or acquisitiopogunities.

Public Markets

Through the Public Markets segment, we gar€kR Financial Holdings LLC, or KFN, which is pexialty finance company, as well as
a number of investment funds, structured finandeckes and separately managed accounts that inapgtl in (i) leveraged credit strategies,
such as leveraged loans and high yield bonddidii)d long/short equity strategies, and (iii) aitative credit strategies such as mezzanine
investments, special situations investments arettgenior lending. These funds, vehicles and aisa@are managed by KKR Asset
Management LLC, or KAM, an SEC registered investnaalviser. We intend to continue to grow this basmby leveraging our global
investment platform, experienced investment pradesds and the ability to adapt our investmenttegigs to different market conditions to
capitalize on investment opportunities that mageadt every level of the capital structure and exroarket cycles.
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As of December 31, 2011, this segment Had4sbillion of AUM, comprised of $10.2 billion @fssets managed in our leveraged credit
strategies, $0.2 billion of assets managed iniguid long/short equity strategies, $3.1 billionasfsets managed in our alternative credit
strategies, $1.6 billion of assets managed acroasge of strategies through KFN and $0.3 billibagsets managed across other strategies.
Our alternative credit investments include $1.8dilof assets managed in our mezzanine stratelgy, lillion of assets managed in our spe
situations strategy and $0.2 billion of assets rgadan our direct lending strategy. The followirttact presents the growth in the AUM of our
Public Markets segment from the commencement afdegations in August 2004 through December 311201

Public Markets Assets Under Management(1)
(% in billions)

$15.4
$14.8 s05 |

|___Syy

B Long/Short Equities and Other $13.2 .Eif.

Alternative Credit

$10.8

B Leveraged Credit

BKFN

53.7

2004 2005 20086 2009 2010 g

Q) For years 2006 through 2008, assets under manageneepresented pro forma for the Combination Taetisn and, therefore, exclude
the net asset value of KPE and its former commitsienour investment funds.

We launched our Public Markets businegsugust 2004. In connection with the formation dbthusiness, we hired additional investn
professionals with significant experience in eviihgaand managing debt investments, including itmesits in corporate loans and debt
securities, structured products and other fixedime instruments, and built out an investment ptatftor identifying, assessing, executing,
monitoring and realizing investments in fixed inaas well as other strategies, including equities.

Performance

We generally review our performance inBublic Markets segment by investment strategy.|€ueraged credit strategies invest in
leveraged loans and high yield bonds, or a comisinatf both. In certain cases these strategies hrsaningful track records and may be
compared to widely-known
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indices. The following chart presents informatiegarding these leveraged loan and high yield btmatkgjies from inception to December 31,
2011. Our other credit and equity strategies hagpib investing as recently as the fourth quart@0dfl and therefore have not yet developed
meaningful track records, and thus their performeaamot included below. Past performance is noajuae of future results.

Inception-to-Date Annualized Gross PerformanceBesichmark® by Strategy

18% 1
. BKAM Gross @KAM Net  OBenchmark
149 4
12% 4
10.1%
10% 4
foL o
6.2%
5.6%
6% 4.7%
4t o
2% 1
oo 4
Secured Credit Bank Loans Plus High Yield Carve
Unlevered Carve Cut{2) High Yield(3) Crut(4)
{100% LSTA) {vs B5% LSTA/35% ML HY) {vs 100% ML HY)
Inception Septermber 2004 Inception July 2008 Inception Septemier 2004

1)

@)

The Benchmarks referred to herein include the S&F/A Leveraged Loan Index (the "S&P/LSTA Loan Indeatid the Bank of
America Merrill Lynch High Yield Master Il Indexi{e "BoAML HY Master Il Index" and, together withet8&P/LSTA Loan Index,
the "Indices"). The S&P/LSTA Loan Index is an indbat comprises all loans that meet the inclusiiterta and that have marks from
the LSTA/LPC mark-to-market service. The inclusariteria consist of the following: (i) syndicategfin loan instruments consisting of
term loans (both amortizing and institutional), @isgion loans (after they are drawn down) and deeitbans; (ii) secured; (iii) U.S.
dollar denominated; (iv) minimum term of one yetinaeption; and (v) minimum initial spread of LIBOplus 1.25%. The BOAML H'
Master Il Index is a market value weighted indeelow investment grade U.S. dollar denominatega@te bonds publicly issued in
the U.S. domestic market. "Yankee" bonds (debbordi§n issuers issued in the U.S. domestic magtet)ncluded in the BoAML HY
Master Il Index provided that the issuer is doneidiln a country having investment grade foreigmengy long-term debt rating.
Qualifying bonds must have maturities of one yaanore, a fixed coupon schedule and minimum outstenof US$100 million. In
addition, issues having a credit rating lower tB&B3, but not in default, are also included. Thei¢es do not reflect the reinvestment
of income or dividends and the indices are notexttip management fees, incentive allocations perses. It is not possible to invest
directly in unmanaged indices.

The Secured Credit Unlevered model performancé treaord is presented as supplemental informafibe. Secured Credit Unlever
model represents performance of KKR's Secured Credered composite calculated on an unleveredsbE#R's Secured Credit
Levered composite has an investment objectiveathaws it to invest in assets other than seniousstterm loans and high yield
securities, which includes asset backed securit@amercial mortgage backed securities, prefet@tkspublic equity, private equity
and certain freestanding derivatives. In additkikR's Secured Credit Levered composite has emplégisgtage in its respective
portfolios as part of its investment strategy. Gamalized with borrowed funds may cause returisdease at a faster rate than would
be the case without borrowings. If, however, inmresit results fail to cover the principal, interast other costs of borrowings, returns
could also
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decrease faster than if there had been no borrewikerordingly, the unlevered returns containectimedo not reflect the actual retur
and are not intended to be indicative of the futesailts of KKR's Secured Credit Levered compo#itie.not expected that KKR's
Secured Credit Levered composite will achieve caaipa results. The Benchmark used for purposesmparison for the Secured
Credit strategy presented herein is the S&P/LSTArLmdex. There are differences, in some casasfisant differences, between
KKR's investments and the investments includedénlndices. For instance, KKR's composite may inivesecurities that have a
greater degree of risk and volatility, as welligsildity risk, than those securities containedhe tndices.

3 Performance is based on a blended composite of Baaks Plus High Yield strategy accounts. The Berark used for purposes of
comparison for the Bank Loans Plus High Yield stggtis based on 65% S&P/LSTA Loan Index and 35%HM Master Il Index.

4) The Benchmark used for purposes of comparisorhfoHigh Yield carv-out strategy presented herein is based on the BaAknerica
Merrill Lynch High Yield Master Il Index. The HigHiield carve-out is comprised of all investmentdued in KKR-sponsored
portfolios that have been identified as "below steeent grade” or were rated "BB" or lower at tinfiésssuance by Standard & Poor's.
The collection of investments included in the Higlkld carve-out come from various investment fundgsiicles and accounts
sponsored by KKR.

Investment Approac

Our approach to making investments focasesreating investment portfolios that generateetitve risk-adjusted returns by selecting
high-quality investments that may be made at attraprices, applying rigorous standards of dugeilce when making investment decisions,
subjecting investments to regular monitoring andrsight, and, for more liquid investments, making bnd sell decisions based on price
targets and relative value parameters. The firmleyspoth "top-down" and "bottom-up" analyses whegking investments. Our top-down
analysis involves a macro analysis of relative agakeiations, long-term industry trends, businegdes, regulatory trends, interest rate
expectations, credit fundamentals and technicabfado target specific industry sectors and adastes in which to invest. From a bottoms-up
perspective, our investment decision is predicatedn investment thesis that is developed usingmprietary resources and knowledge. We
will invest in a company only after it has underg@ndue diligence analysis and the applicable tnverst committee has approved it.

Sourcing and Selecting Investments

We source investment opportunities throagfariety of channels, including internal deal gatien strategies and the firm's global
network of contacts at major companies, corporate@ives, commercial and investment banks, firdnotermediaries, other private equity
sponsors and other investment and advisory institsit We are also regularly provided with opportigsito invest, where appropriate, in the
securities of KKR's private equity portfolio compes) though there are limitations by vehicle onrteximum size of such KKR-affiliated
investments.

Due Diligence and the Investment Decis

Once a potential investment has been ifiethtiour investment professionals screen the dppdy and make a preliminary determination
concerning whether we should proceed with furthiggehce. When evaluating the suitability of anéstment for our funds, we employ a
relative value framework and subject the investnter rigorous due diligence. This review considamong other things, expected returns,
capital structure, credit ratings, historical amdj@cted financial data, the issuer's competitiosition, the quality and track record of the
issuer's management team, margin stability, andsiingd and company trends. Investment professiarsdghe services of outside advisors and
industry experts as appropriate to assist thernardtie diligence process and, when relevant andifted, leverage the knowledge and
experience of our private equity professionalsat8gy-specific investment committees monitor a# diligence practices and must approve an
investment before it may be made.
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Monitoring Investment

We monitor our portfolios of investmentsngs as applicable, daily, quarterly and annualys®s. Daily analyses include morning market
meetings, industry and company pricing runs, ingushd company reports and discussions with tme'siprivate equity investment
professionals on an as-needed basis. Quarterlysesainclude the preparation of quarterly operatisylts, reconciliations of actual results to
projections and updates to financial models (basedind stress cases). Annual analyses involve ctindunternal audits, and testing
compliance with monitoring and documentation reguients.

Public Markets Strategies and Vehicls
KFN

KKR Financial Holdings LLC (NYSE: KFN), &FN, is an NYSE-listed specialty finance compargtttommenced operations in July
2004. Its majority-owned subsidiaries finance anekst in financial assets, including below investtrgrade corporate debt, marketable equity
securities and private equity. Additionally, KFNshtend may make additional investments in othert@&tasgses including natural resources and
real estate. Below investment grade debt include®s secured and unsecured loans, mezzanine loighsyield bonds, and distressed and
stressed debt. We serve as the external managébviinder a management agreement and are entitiegtéive a management fee and an
incentive fee.

Credit Strategies

Our credit strategies business pursuesstments in debt securities ranging from liquid sii@s such as leveraged loans and high-yield
bonds to alternative credit including longiirration strategies such as mezzanine and distt@sset investing. These investments may be
across a range of vehicles including funds andeirgy crossstrategy separately managed accounts. These maaegaahts enable us to tal
an investment program to meet the specific riskirreand investment objective of individual insti¢wmal investors.

Leveraged Credit. Our leveraged credit strategies are directéavatsting in leveraged loans, higield bonds, or a combination of bo
They are pursued primarily through separately madagcounts, with a smaller amount of capital iegith funds. We are entitled to receiv
fee for managing these vehicles.

Structured Credit Vehicles.Beginning in 2005, we began managing structureditvenhicles in the form of collateralized loan
obligation transactions, or CLOs. CLOs are typicatructured as bankruptcy-remote, special purpogstment vehicles which
acquire, monitor and, to varying degrees, manggaohof fixed income assets. KFN conducts a majaftits business through its
holdings of a majority of the voting securities afid certain other interests in, such CLOs. The £&€ve as long term financing for
fixed income investments and as a way to miniméfmancing risk, minimize maturity risk and secaréixed cost of funds over an
underlying market interest rate for KFN and otheed income funds. We may receive a fee for margagértain CLOs.

Alternative Credit. In the last several years, our Public Markestsifiess has expanded to include adjacent invesstrategies in
alternative credit which leverage the knowledge ieatationships developed in the leveraged creditrimss. These strategies include
mezzanine, distressed or special situations imgséind direct lending. As with our leveraged drstiategy, these are pursued through a
combination of separately managed accounts andflfad managing these accounts and funds, we &tie@mo receive either fees or a
combination of fees and carried interest.

Mezzanine. We manage mezzanine investments primarily throufgimd, seeking to invest in directly sourced thiarty
mezzanine transactions. These investments oftesistaf mezzanine debt, which generates a curielt,ycoupled with marginal
equity exposure with additional upside
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potential. Though we have invested in mezzaninerfany years through other vehicles and continuioteo today, we closed our first
dedicated mezzanine fund in August 2011. As of Ddmr 31, 2011, we had AUM of $1.2 billion in thisasegy.

Special Situations. We seek to make opportunistic investments largeljistressed companies through our special situstio
investment strategy. These investments includerskzoy market distressed (including post-restruntuigquity), control-oriented
opportunities, rescue financing (debt or equityestents made to address covenant, maturity aditgussues), debtor-in-possession
or exit financing, structured principal investmerasd other event-driven investments in debt oitgqlihis strategy is primarily
managed through separately managed accounts. Bsogfimber 31, 2011, we had AUM of $1.7 billion irststrategy.

Direct Lending. We manage investments in proprietarily sourcedoseatebt financings for middlerarket companies through ¢
direct lending strategy. As of December 31, 2014 had committed $100 million of balance sheet ehpitthe strategy and had raised
an additional $102 million of third-party capitalrfthe strategy.

Equity Strategie:

We hired a team of experienced public gguiestment executives in 2011 to establish a/khmyt equity strategy. As of December 31,
2011, we had committed $100 million of balance skapital to the strategy and had raised an additi142.7 million of third-party capital

for the strategy.

The table below presents information aBetember 31, 2011 relating to certain vehiclesithast in the strategies discussed above.

Incentive Fee /

Typical Mgmt Carried Hurdle Duration of
($ in millions) AUM FPAUM Fee Rate Interest Rate Capital
KFN $ 1565 $ 1,56¢ 1.7%% 25.0(% 8.0(% Permanent(1
Leveraged Credit
Leveragec Subject tc
Credit SMAs 2,68: 2,68: 0.50- 1.0(% N/A N/A  Redemption:
CLOs 10- 14 Year
7,48¢ 92t 0.5(% N/A N/A  (3)
Total
Leveraged
Credit 10,17: 3,60¢
Alternative Credit %
(2) 3,08 2,89¢  0.75-1.5((4) 10.0-20.% 8.0C 8-15Years(3
Long/Short
Equities 237 13¢ 1.25-1.5(%  17.5- 20.(% N/A  Subject tc
Redemption:
Other:
Corporate
Capital Trust
(5) 11€ 11€ 1.0(% 10.(% 7.0(% 7 years
Strategic Capite
Funds
(SCF)(6) 204 204 0.25% N/A N/A  In managet
wind down
Total Other 32C 32C
Total $15,38. $ 8,52¢
@ The management agreement may be terminated ohifgited circumstances and, except for a termina#ingsing from
certain events of cause, upon payment of a terioiméte to KKR.
(2) AUM and FPAUM include all assets invested by vedsdhat principally invest in alternative crediagtgies,
respectively, and consequently may include a gegaiount of assets invested in other strategies.
(3)  Term for duration of capital is since inceptioncéption dates for CLOs were between 2005 and 268687 separately
managed accounts and funds investing in alternatisgit strategies from 2009 through 2010.
4) Lower fees on uninvested capital in certain velsicle
(5) Corporate Capital Trust is a business developmampany sub-advised by KAM. By December 31, 2018 dépital in

the Corporate Capital Trust vehicle may become paant.



(6) Strategic Capital Funds is a fixed income hedge fmanaged by KAM. We do not earn an incentive feeaoried
interest on the assets managed through StrategitaCBunds, which are currently in managed winddc
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Capital Markets and Principal Activities

Our Capital Markets and Principal Activitisegment combines KKR's principal assets withgtalval capital markets business. Our
capital markets business supports our firm, outfplis companies and select third-party clientspogviding tailored capital markets advice
and by developing and implementing both traditicarad nontraditional capital solutions for investments andhpanies seeking financing. C
capital markets services include arranging debteapuity financing for transactions, placing and emtiting securities offerings, structuring
new investment products and providing capital miarkervices. When our capital markets businessrumides an offering of securities or a
loan, it commits to buy and sell an issue of séi@sior principal amount of indebtedness, and efees by purchasing those securities or
indebtedness at a discount. In a syndication fthé$ness earns a fee for arranging transactionplacthg securities or indebtedness. To allow
us to carry out these activities, we are registeremuthorized to carry out certain broker deattivdies in various countries in North America,
Europe, Asia-Pacific and the Middle East.

KKR's principal assets, which include invesnts in our investment funds andingestments in certain portfolio companies of sfwids
provide us with a significant source of capitafucher grow and expand our business, increas@anticipation in our existing portfolio of
businesses and further align our interests witleraf our investors and other stakeholders. Thye larajority of principal assets consist of
assets we acquired in the Combination Transactmbelieve that the market experience and skillgrofessionals in our capital markets
business and the investment expertise of profealsiom our Private Markets and Public Markets segmwill allow us to continue to grow a
diversify this asset base over time.

As of December 31, 2011, the segment had lfi#lion of investments at fair value. The follmg charts present information concerning
our principal assets by type, geography and ingustrof December 31, 2011.

Investments By Type Investments By Geography
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Client & Partner Group

We have developed our Client & Partner @rtmubetter service our existing investors andoiree new investor relationships. The group
is responsible for raising capital for us globaltyross all products, expanding our client relatijps across asset classes and across types of
investors, developing products to meet our cliamggds, and servicing existing investors and prisdés of December 31, 2011, we had 52
executives and professionals dedicated to our Céidpartner Group.

The following charts detail our investosbay type and geography as of December 31, 2011.

Investor Base By Type(1, Investor Base By Geography(1
Famil Endowment/ )
Cﬁ!i:a.n;:iﬂw Foundation Middle Eazst

Financial %

Institutions
13%

6%

Public Asia Pacifi

Fund of _ Pension & 21% Amaericas
: Agency BO%
63%
Euwrope _»
145

1) Based on the AUM of our Private Markets investnfantls, Private Markets co-investment vehicles, Bablic Markets
separately managed accounts and investment f

Competition

We compete with other investment managarbdth investors and investment opportunities. fline€s competitors consist primarily of
sponsors of public and private investment fundsjrimss development companies, investment banksneotial finance companies and
operating companies acting as strategic buyersbh&lieve that competition for investors is basedharily on investment performance, inves
liquidity and willingness to invest, investor peptien of investment managers' drive, focus andnatignt of interest, business reputation,
duration of relationships, quality of servicescprg, fund terms including fees, and the relatitteaativeness of the types of investments that
have been or are to be made. We believe that cdiopebr investment opportunities is based prirtyaoin the pricing, terms and structure of a
proposed investment and certainty of executiomddition to these traditional competitors withie tjlobal investment management industry,
we also face competition from local and regionah§, financial institutions and sovereign wealthds, in the various countries in which we
invest. In certain emerging markets, local firmg/rhave more established relationships with the corgs in which we are attempting to
invest. These competitors often fall into one & #fiorementioned categories but in some cases epagsent new types of investors, including
high net worth individuals, family offices and statponsored entities.

Over the past several years, the size amiber of private equity funds and funds focusedrdlit and equity strategies have continued to
increase, heightening the level of competitionifimestor capital. Fund managers have also incrggsadopted investment strategies outsic
their traditional focus. For example, funds focusacdcredit and equity strategies have become attitaking control positions in companies,
while private equity funds have acquired minoribdéor debt positions in publicly listed compani€kis convergence could heighten
competition for investments. Furthermore, as ingtihal investors increasingly consolidate thelatienships for multiple investment products
with a few investment firms, competition for capifi@m such institutional investors may become mexate.

Some of the entities that we compete witlam investment firm may have greater financiahmécal, marketing and other resources and
more personnel than us and, in the case of sore¢ ass
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classes, longer operating histories, more estalisblationships or greater experience. SeveralioEompetitors also have raised, or may
raise, significant amounts of capital and have stwent objectives that are similar to the investnodpectives of our funds, which may create
additional competition for investment opportuniti&®me of these competitors may also have lowes afcapital and access to funding
sources that are not available to us, which magtereompetitive advantages for them. In additiomes of these competitors may have higher
risk tolerances, different risk assessments or taeteirn thresholds, which could allow them to édasa wider range of investments and to
more aggressively than us for investments. Strategyers may also be able to achieve synergisitsavings or revenue enhancements with
respect to a targeted portfolio company, which meywide them with a competitive advantage in bigdior such investments.

We expect to compete as a capital marketmbss primarily with investment banks and indélgein broker-dealers in the North America,
Europe, Asia-Pacific and the Middle East. We ppadly focus our capital markets activities on thenf our portfolio companies and investors,
but we also seek to service other third partiesil®\ire generally target customers with whom we hewxisting relationships, those customers
may have similar relationships with the firm's cetifors, many of whom will have access to compesiagurities transactions, greater
financial, technical or marketing resources or nestablished reputations than us. The limited djyerdistory of our capital markets business
could make it difficult for us to compete with dsliahed investment banks or broker-dealers, pasdteiin capital markets transactions of
issuers or successfully grow the firm's capital kats business over time.

Competition is also intense for the atiacend retention of qualified employees and caasi. Our ability to continue to compete
effectively in our businesses will depend upon &hitity to attract new employees and consultantsratain and motivate our existing
employees and consultants.

Employees, Consultants and Advisors

As of December 31, 2011, we employed ainetd the services of over 900 people worldwide:

Investment Professiong 217
Other Professiona 33¢
Support Staf 27¢€
Total Employees 82¢€
KKR Capstone 58
Senior Advisors 32
Total Employees, Consultants and Advisor 91€

Investment Professione

Our 217 investment professionals come fdiverse backgrounds in private equity, fixed incomé&astructure, real assets and other
investment assets and include executives with dipem strategic consulting, risk management, lighinanagement and finance experience.
As a group, these professionals provide us withvaegpful global team for identifying attractive irstenent opportunities, creating value, and
generating superior returns.

Other Professionals

Our 333 other professionals come from digdrackgrounds in capital markets, capital raisitignt servicing, public affairs, finance, tax,
legal, human resources, and information technol@gya group, these professionals provide us witi@ang team for overseeing investments
and performing capital markets activities, sengoaur existing investors and creating relationskifih new investors globally. Additionally, a
majority of these other professionals are respdm$dy supporting the global infrastructure of KKR.
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KKR Capstont

We have developed an institutionalized psscdfor creating value in investments. As partwfeiffort, we utilize a team of 58 operating
consultants at KKR Capstone, who work exclusiveithwur investment professionals and portfolio campmanagement teams. With
executives in New York, Menlo Park, Houston, Londdong Kong, Beijing, Tokyo, Sydney and Mumbai, KKRpstone provides additional
expertise for assessing investment opportunitiésaasisting managers of portfolio companies innitledj strategic priorities and implementing
operational changes. During the initial phasesahsestment, KKR Capstone's work seeks to impleéraanthesis for value creation. Our
operating consultants may assist portfolio compaimeaddressing top-line growth, cost optimizatom efficient capital allocation and in
developing operating and financial metrics. Overeti this work shifts to identifying challenges daking advantage of business opportunities
that arise during the life of an investment.

Senior Advisors

To complement the expertise of our investhpeofessionals, we have retained a team of 3@sadvisors to provide us with additional
operational and strategic insights. The responésilof senior advisors include serving on therdeaf our portfolio companies, helping us
evaluate individual investment opportunities anslsigng portfolio companies with operational mattérhese individuals include former chief
executive officers, chief financial officers andagimen of Fortune 500 companies, as well as ottdividuals who have held leading positions
in major corporations and public agencies worldwisleveral senior advisors also participate on outfgdio management committees, which
monitor the performance of our private equity irtvaants.

Organizational Structure

The following simplified diagram illustr&@ur organizational structure as of December 3112

KKA Management LLC
{Managing Partner)"

GP (No
Economics)

Pubilic

Unitholders KKR Holdings LR.®

Special
Non-economic
KER & Co. L.P. Viating Units®
NYSE: KKR
{Issuar)

KKR Managemeant ap

Holdings Corp.®

% LP LP

KKR Group Finance | KKR Group KKR Management KKR Fund Holdings
Co, LLGIW Fartnerships Holdings L.B= L P

Management Companies, o

Capital Markets Companies, Principal
General Partners of Gredil and Assels

Certain Other Funds and Vehicles'™

General Partners of Private
Equity and Infrastructure Funds
and Co-Investment Vehicleg!t!

Q) KKR Management LLC serves as the general partnEkdét & Co. L.P., which is governed by a Board of&itors consisting of a
majority of independent directors. KKR Managemeh€ldoes not hold any economic interests in KKR & C#. and is owned by
senior KKR principals.
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@

®3)

(4)

(5)

(6)

KKR Holdings is the holding vehicle through whictrgrincipals indirectly own their interest in KKRKR Group Partnership Units
that are held by KKR Holdings are exchangeable@forcommon units on a one-for-one basis, subjectstomary conversion rate
adjustments for splits, unit distributions and assifications and compliance with applicable vestind transfer restrictions. As limited
partner interests, these KKR Group Partnershipdané non-voting and do not entitle KKR Holdingp#sticipate in the management
of our business and affairs. As of December 31128KR Holdings had a 66.8% interest in our businieslirectly through its limited
partner interests in the KKR Group Partnerships.

KKR Holdings holds special n-economic voting units in our partnership that émiitto cast, with respect to those limited mattirat
may be submitted to a vote of our unitholders, mioer of votes equal to the number of KKR Group iasghip Units that it holds from
time to time.

KKR Group Finance Co. LLC is a who-owned subsidiary of KKR Management Holdings Corm the issuer of our $500 millic
aggregate principal amount of 6.375% Senior Notess2020. The Senior Notes are guaranteed by KKRO&LM. and the KKR Group
Partnerships.

Because the income of KKR Management Holdings is.kely to be primarily no-qualifying income for purposes of the qualifyi
income exception to the publicly traded partnerships, we formed KKR Management Holdings Corp.iclhs subject to taxation a:
corporation for U.S. federal income tax purpose$idld our KKR Group Partnership Units in KKR Maeagent Holdings L.P.
Accordingly, our allocable share of the taxableome of KKR Management Holdings L.P. will be subjectaxation at a corporate ra
KKR Management Holdings L.P., which is treated gaenership for U.S. federal income tax purposes formed to hold interests in
our fee generating businesses and other assetndlyatot generate qualifying income for purposethefqualifying income exception
to the publicly traded partnership rules. KKR Fudaldings L.P., which is also treated as a partriprir U.S. federal income tax
purposes, was formed to hold interests in our lassies and assets that will generate qualifyingmecor purposes of the qualifying
income exception to the publicly traded partnerships. A portion of the assets held by KKR Funddit@ys L.P. and certain other
assets that may generate qualifying income arecals®d by KKR Management Holdings L.P.

40% of the carried interest earned in relationupbinvestment funds and carry paying co-investrehicles is allocated to a carry pool
from which carried interest is allocated to ounpipals, other professionals and selected othévitheals who work in these operatiol
No carried interest has been allocated with resjpend-investments acquired from KPE in the ComtiamaTransaction.

Regulation

Our operations are subject to regulatioth supervision in a number of jurisdictions. Theedleof 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
advisors and counsel, seek to manage our busindssgperations in compliance with such regulatiod supervision. The regulatory and legal
requirements that apply to our activities are sttifie change from time to time and may become mesgictive, which may make compliance
with applicable requirements more difficult or erpve or otherwise restrict our ability to condaat business activities in the manner in
which they are now conducted. Changes in applicadgalatory and legal requirements, including ctesnig their enforcement, could
materially and adversely affect our business andinancial condition and results of operations.aAmatter of public policy, the regulatory
bodies that regulate our business activities aneigdly responsible for safeguarding the integoityhe securities and financial markets and
protecting investors who participate in those merkather than protecting the interests of ournaiiters.
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United States
Regulation as an Investment Advi

We conduct our advisory business throughmeestment adviser subsidiaries, including Kohdpravis Roberts & Co. L.P. and its
wholly-owned subsidiary KKR Asset Management LLGtHbof which are registered as investment adviséifsthe SEC under the Investment
Advisers Act. These investment advisers are sulpeitte anti-fraud provisions of the Investment Aevs Act and to fiduciary duties derived
from these provisions which apply to our relatidpshwith our advisory clients globally, includingrfds that we manage. These provisions and
duties impose restrictions and obligations on uh wéspect to our dealings with our investors amdivestments, including for example
restrictions on agency cross and principal tramsast Our registered investment advisers are sttggeeriodic SEC examinations and other
requirements under the Investment Advisers Actratated regulations primarily intended to beneditiaory clients. These additional
requirements relate, among other things, to maiimtgian effective and comprehensive compliancenaragrecordkeeping and reporting
requirements and disclosure requirements. The tmerg Advisers Act generally grants the SEC bradiaistrative powers, including the
power to limit or restrict an investment advisemfr conducting advisory activities in the evengitd to comply with federal securities laws.
Additional sanctions that may be imposed for falto comply with applicable requirements include pinohibition of individuals from
associating with an investment adviser, the revoraif registrations and other censures and fines.

Regulation as a Brok-Dealer

KKR Capital Markets LLC, one of our subsideés, is registered as a brokkzaler with the SEC under the Exchange Act and B0aJ.S.
States and U.S. territories and is a member ofih&ncial Industry Regulatory Authority, or FINRAS a registered broker-dealer, KKR
Capital Markets LLC is subject to periodic SEC &iNRA examinations and reviews. A brokaealer is subject to legal requirements cove
all aspects of its securities business, includalgsand trading practices, public and private isiéesi offerings, use and safekeeping of
customers' funds and securities, capital structexmrd-keeping and retention and the conduct amadifgpations of directors, officers,
employees and other associated persons. Theseamguits include the SEC's "uniform net capital,fulnich specifies the minimum level of
net capital that a broker-dealer must maintainyireg a significant part of the brokdealer's assets to be kept in relatively liquicrfoimpose:
certain requirements that may have the effect olfipiting a broker-dealer from distributing or wdttawing its capital and subjects any
distributions or withdrawals of capital by a brolderaler to notice requirements. These and othetinergents also include rules that limit a
broker-dealer's ratio of subordinated debt to gquifts regulatory capital composition, constraibroker-dealer's ability to expand its business
under certain circumstances and impose additi@tplirements when the broker-dealer participatsgaurities offerings of affiliated entities.
Violations of these requirements may result in cees, fines, the issuance of cease-and-desistmsocation of licenses or registrations, the
suspension or expulsion from the securities ingusitthe brokerdealer or its officers or employees or other singlansequences by regulat:
bodies.

United Kingdom

KKR Capital Markets Limited, one of our sidiaries, is authorized in the United Kingdom untlte Financial Services and Markets Act
2000, or FSMA, and has permission to engage imabeu of activities regulated under FSMA, includatepling as principal or agent and
arranging deals in relation to certain types otffj investments and arranging the safeguardimaministration of assets. KKR Capital
Markets Limited also benefits from a passport uridersingle market directives to offer servicesssrborder into all countries in the European
Economic Area and Gibraltar. Kohlberg Kravis Rob&tCo. Ltd, another one of our subsidiaries, ihatized in the United Kingdom under
FSMA and has permission to engage in a numbergoiiaged activities including advising on and ariaggleals relating to corporate finance
business in relation to certain types of speciiimeéstments. KKR
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Asset Management Ltd., another one of our subsédigis authorized in the United Kingdom under FSkW has permission to engage in a
number of regulated activities including and adwson and arranging deals in relation to certagesyof specified investments. FSMA and
related rules govern most aspects of investmernhéss, including sales, research and trading mes;tprovision of investment advice,
corporate finance, use and safekeeping of cliamigwand securities, regulatory capital, record kegpnargin practices and procedures,
approval standards for individuals, anti-money enng, periodic reporting and settlement proceslufée Financial Services Authority is
responsible for administering these requiremendscam compliance with them. Violations of theseuiegments may result in censures, fines,
imposition of additional requirements, injunctionsstitution orders, revocation or modificationpgrmissions or registrations, the suspension
or expulsion from certain "controlled functions"thin the financial services industry of officersemployees performing such functions or
other similar consequences.

Other Jurisdictions

Certain other subsidiaries or funds thatueise are registered with, have been licenseat Iyave obtained authorizations to operate in
their respective jurisdictions outside of the Uditetates. These registrations, licenses or autit@irs relate to providing investment advice,
broker-dealer activities, marketing of securities ather regulated activities. Failure to complyhathe laws and regulations governing these
subsidiaries and funds that have been registdéoemslied or authorized could expose us to liabditg/or damage our reputation.

KKR Capital Markets LLC is also registei@gzlan international dealer under the Securitieg@ntario). This registration permits us to
trade in non-Canadian equity and debt securitiéls @értain types of investors located in Ontarian&da.

KKR Capital Markets Japan Limited, a jogtbck corporation, is a certified Class 2 brokeatderegistered under the Japanese Financial
Instruments and Exchange Law of 2007.

KKR MENA Limited, a Dubai International Rincial Centre company, is licensed to arrange toedleals in investments, advise on
financial products or credit, and manage assetsjsaregulated by the Dubai Financial Services Atiti.

KKR Australia Pty Limited is Australian famcial services licensed and is authorized to geeidvice on and deal in financial products
wholesale clients, and is regulated by the Austraecurities and Investments Commission.

KKR Capital Markets Asia Limited is licertsby the Securities and Futures Commission in Hémigg to carry on dealing in securities
and advising on securities regulated activities.

KKR Holdings Mauritius, Ltd. and KKR AccotiAdviser (Mauritius), Ltd. are unrestricted inwagint advisers authorized to manage
portfolios of securities and give advice on se@sitransactions, and are regulated by the Finb8eiaices Commission, Mauritius.

KKR Account Adviser (Mauritius), Ltd. isgistered as a foreign institutional investor witle Securities and Exchange Board of India, or
SEBI, under the SEBI (Foreign Institutional InvesjdRegulations, 1995, pursuant to which it is géad to make and manage investments
listed and unlisted securities of Indian issuers.

KKR Mauritius Direct Investments |, Ltd.risgistered as an Fll sub account with SEBI pursteawhich it can make investments in listed
and unlisted securities of Indian issuers, anddsfiporated as an investment holding company inrMasi regulated by the Financial Services
Commission, Mauritius.

KKR India Financial Services Private Linutis registered with the Reserve Bank of India asradeposit taking non-banking financial
company and is authorized to undertake lendingfimaticing activities.
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KKR Capital Markets India Private Limitesllicensed by the SEBI as a merchant bank thaittiazed to execute capital market
mandates, underwrite issues, offer investment adyviand other consultancy/advisory services.

Stamariko Holdings Limited is registeredaask1l sub-account with SEBI pursuant to whicbaih make investments in listed and unlisted
securities of Indian issuers.

Daena Venture Capital Investments, Ltdegstered with SEBI as a foreign venture capitaéstor, or FVCI, pursuant to which it can
make certain investments in securities of Indianéss and is incorporated as an investment holtingpany in Mauritius regulated by the
Financial Services Commission, Mauritius.

From time to time, one or more of our inwesnt funds or their related investment vehicley aregulated as a mutual fund by the
Cayman Islands Monetary Authority, regulated amaastment limited partnership by the Central Bahkeland or registered with the
Financial Supervisory Service of the Republic ofé&a

There are a number of pending or recemtfcted legislative and regulatory initiatives ie thnited States and in Europe that could
significantly affect our business. Please see "Riétors—Risks Related to Our Business—Extensigaladion of our businesses affects our
activities and creates the potential for significiabilities and penalties. The possibility of irased regulatory focus or legislative or reguig
changes could result in additional burdens on ogirtess."

Website and Availability of SEC Filings

Our website addresswsvw.kkr.com Information on our website is not incorporatedréference herein and is not a part of this Form 10

K. We make available free of charge on our wehsiterovide a link on our website to our Annual Remm Form 10-K, Quarterly Reports on
Form 10-Q and Current Reports on Form 8-K, andamgndments to those reports filed or furnishedyansto Section 13(a) or 15(d) of the
Exchange Act, as soon as reasonably practicatdethfise reports are electronically filed withfunnished to, the SEC. To access these fili
go to the "KKR & Co. L.P." portion of our "PubliaVestors" page on our website, then click on "SHIGds". You may also read and copy
document we file at the SEC's public reference rémoated at 100 F Street, N.E., Washington, DC 20P4ease call the SEC at 1-800-SEC-
0330 for further information on the public referemoom. In addition these reports and the otheuohents we file with the SEC are available
at a website maintained by the SEGQvatw.sec.gov

From time to time, we may use our websita @hannel of distribution of material informatiéiinancial and other material information
regarding our company is routinely posted on amgs&ible atvww.kkr.com In addition, you may automatically receivenail alerts and othe
information about our company by enrolling your e#naddress by visiting the "E-mail Alerts" sectianhunder the "KKR & Co. L.P." section
of the "Public Investors" headingatvw.kkr.com

ITEM 1A. RISK FACTORS

Investing in our securities involves riglersons buying our securities should carefully ictarghe risks described below and the other
information contained in this report and othemnfijs that we make from time to time with the SE@Iuding our consolidated and combined
financial statements and accompanying notes. Argefollowing risks could materially and adversaffect our business, financial condition
or results of operations. In addition, the risksatéded below are not the only risks we face. Qusitess, financial condition or results of
operations could also be adversely affected bytimthail factors that apply to all companies gengrals well as other risks that are not curre
known to us or that we currently view to be immitiein any such case, the trading price of ouusées could decline and you may lose al
part of your original investment. While we attenipinitigate known risks to the extent we believéégpracticable and reasonable, we can
provide no assurance, and we make no representtitatrour mitigation efforts will be successful.
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Risks Related to Our Business

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

Our business is materially affected by d¢bads in the financial markets and economic cdond# or events throughout the world, such as
interest rates, availability of credit, inflatioates, economic uncertainty, changes in laws (inetutaws relating to taxation), trade barriers,
commodity prices, currency exchange rates and aisréind national and international political cir@atances (including wars, terrorist acts or
security operations). For example, the unprecedemtenoil in the global financial markets duringd®and 2009 provoked significant
volatility of securities prices, contraction in theailability of credit and the failure of a numhldrcompanies, including leading financing
institutions, and had a material adverse effeawmbusinesses. While the adverse effects of tmabg have abated to a degree, global final
markets have experienced significant volatilitydaling the downgrade by Standard & Poor's on Auguf011 of the long-term credit rating
of U.S. Treasury debt from AAA to AA+. In additiothhe recent concern regarding the inability of @eeand certain other European countries
to pay their national debt, the response by Eurezmiicy makers to mitigate this sovereign deldisrand the concerns regarding the stability
of the Eurozone currency have created uncertaitiye credit markets. As a result, there has bestraa on banks and other financial services
participants, which could adversely affect ourigptio obtain credit on favorable terms or at liladdition, there continue to be signs of
economic weakness such as relatively high levelsrxemployment and governmental deficits in majorkags including the United States and
Europe. Further, financial institutions have gehenot yet provided debt financing in amounts amdterms commensurate with what they
provided prior to 2008.

Such market and economic conditions arsidetour control and may affect the level and viithabf securities prices and the liquidity
and the value of our investments. In addition, was/mot be able to or may choose not to managexpasere to these conditions and/or
events. For example, as of March 31, 2009, the afatee lowest aggregate valuation of our privateity funds during the most recent
downturn, the investments in our contributed pevedquity funds were marked down to 67% of origowt. Our profitability may also be
adversely affected by our fixed costs and the pdagithat we would be unable to scale back ottwsts within a time frame sufficient to ma
any decreases in net income relating to changemiket and economic conditions.

Our funds may be affected by reduced opdties to exit and realize value from their invesnts as lack of financing makes it more
difficult for potential buyers to raise sufficiecépital to purchase assets in our funds' portfobgdower than expected returns on investments,
which could cause us to realize diminished or noi@a interest, and by the fact that we may noable to find suitable investments for the
funds to effectively deploy capital, which couldvadsely affect our ability to raise new funds bessawe can generally only raise capital for a
successor fund following the substantial deploynoémapital from the existing fund. In the eventpafor performance by existing funds or
during periods of unfavorable fundraising condifipas have prevailed in recent years, pressurgs/bgtors for lower fees, different fee
sharing arrangements for transaction or other fas other concessions (for example, the inclusfgerformance hurdles that would require
us to generate a specified return on investmeat giour right to receive carried interest) wolilketly continue and could increase. The
outcome of such negotiations could result in oweament to terms that are materially less favorables than for prior funds we have
managed. In the circumstances described abovegssmcfunds raised by us are also likely in masgaimces to be smaller than our compar
predecessor funds. Investors may also seek to lmdeapital away from certain of our fixed incomeather non-private equity investment
vehicles, which permit redemptions on relativelprsmotice, in order to meet liquidity needs orést/in other asset classes. Any of these
developments could adversely affect our future meres, net income, cash flow, financial conditiorability to retain our employees. See "—
Our inability to raise additional or successor faiicduld have a material adverse impact on our basfrand "—Our investors in future funds
may negotiate to pay us lower management feeshenedonomic terms of our future funds may be lagerfible to us than those of our
existing funds, which could adversely affect owereues."
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During periods of difficult market or ecaniz conditions or slowdowns (which may be across onmore industries, sectors or
geographies), companies in which we have investegewrperience decreased revenues, financial lossesht rating downgrades, difficulty in
obtaining access to financing and increased fundasgs. These companies may also have difficulgxpanding their businesses and
operations or be unable to meet their debt sewlitigations or other expenses as they become ddegding expenses payable to us. Negative
financial results in our funds' portfolio companieay result in lower investment returns for ourdstment funds, which could materially and
adversely affect our operating results and cash.flm the extent the operating performance of quatfolio companies (as well as valuation
multiples) deteriorate or do not improve, our funaisy sell those assets at values that are lesswbgmojected or even at a loss, thereby
significantly affecting those funds' performance aonsequently our operating results and cash flawing periods of economic difficulty, ¢
investment funds' portfolio companies may also rdiffeeculty expanding their businesses and operetior meeting their debt service
obligations or other expenses as they become ddegding amounts payable to us. Furthermore, negatiarket conditions or a specific
market dislocation may result in lower investmezttirns for our funds, which would further adversaffigct our net income. Adverse
conditions may also increase the risk of defaulbwespect to private equity, fixed income and p#wguity investments that we manage. Even
if economic and market conditions do improve brgadtverse conditions in particular sectors mag atise our performance to suffer.

Changes in the debt financing markets may negatwehpact the ability of our investment funds andetin portfolio companies to obtain
attractive financing for their investments and mapycrease the cost of such financing if it is obtaéd, which could lead to lower-yielding
investments and potentially decrease our net income

In the event that our funds are unablelimio committed debt financing for potential acdgigss or can only obtain debt at an increased
interest rate or on unfavorable terms, our fundg have difficulty completing otherwise profitablecuisitions or may generate profits that are
lower than would otherwise be the case, eitherlithvcould lead to a decrease in the investmeminirecearned by us. Any failure by lenders
to provide previously committed financing can adspose us to potential claims by sellers of busieesvhich we may have contracted to
purchase. Similarly, our portfolio companies regylatilize the corporate debt markets in ordeokbdain financing for their operations. To the
extent that credit markets render such financiffficdit to obtain or more expensive, this may négsy impact the operating performance of
those portfolio companies and, therefore, the iteat returns on our funds. In addition, to theeakthat the current markets make it difficult
or impossible to refinance debt that is maturinthm near term, we or some of our portfolio compamhay be unable to repay such debt at
maturity and may be forced to sell assets, undangarapitalization or seek bankruptcy protectioraddition, to the extent that conditions in
the credit markets impair the ability of our potibocompanies to refinance or extend maturitieshair outstanding debt, either on favorable
terms or at all, the operating performance of thms#folio companies may be negatively impactedictvizould impair the value of our
investment in those portfolio companies and leaa decrease in the investment income earned by seme cases, the inability of our
portfolio companies to refinance or extend matesitinay result in the inability of those compangesepay debt at maturity and may cause the
companies to sell assets, undergo a recapitalizatiseek bankruptcy protection, which would aikely impair the value of our investment
and lead to a decrease in investment income eéned.

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

We expect that our primary liquidity needf consist of cash required to:

. continue to grow our business, including seeding sigategies and funding our capital commitmentderta existing and futui
funds, co-investments and, any net capital requéremof our capital markets companies and co-invests alongside our
funds;

. service debt obligations, as well as any contingjahtlities that may give rise to future cash payrs;

27




Table of Contents

. fund cash operating expenses;

. pay amounts that may become due under our taxvedaleiagreement with KKR Holding
. make cash distributions in accordance with ourithistion policy;

. underwrite commitments within our capital marketsibess; and

. acquire additional principal asse

These liquidity requirements are significand, in some cases, involve capital that will aeminvested for extended periods of time. A
December 31, 2011, we have approximately $665.Bomibf remaining unfunded capital commitments tw mvestment funds. Our
commitments to our funds will require significaiaish outlays over time, and there can be no assithatwe will be able to generate
sufficient cash flows from realizations of investmtgeto fund them. In addition, as of December 31,12 we had $500.0 million of borrowings
outstanding under our credit facilities and delousiéies and $989.4 million of cash and short-témaestments. While we have long-term
committed financings with substantial facility litsj the terms of those facilities will expire inI3and 2016 and the Senior Notes become due
in 2020 (see "Management's Discussion and Anabfdidnancial Condition and Results of Operationsgtlidity"), and any borrowings
thereunder will require refinancing or renewal, ghhcould result in higher borrowing costs, or isguequity. Depending on credit market
conditions, we may not be able to renew all or pathese credit facilities or find alternate samgof financing on commercially reasonable
terms or raise equity. In addition, the underwgtsommitments for our capital markets business maguire significant cash obligations, and
these commitments may also put pressure on ouditguThe holding company for our capital markbtssiness has entered into a credit
agreement that provides for revolving borrowingsipfto $500 million, which can be used in connettigth our capital markets business,
including placing and underwriting securities oiffiggs. To the extent we commit to buy and sell anésof securities in firm commitment
underwritings or otherwise, we may be requireddordw under our credit agreement for our capitatkeats business to fund such obligations,
which, depending on the size and timing of thegailons, may limit our ability to enter into otharderwriting arrangements or similar
activities, service existing debt obligations dnextvise grow our business. Regulatory capital reguénts may also limit the ability of our
broker-dealer subsidiaries to participate in undiing or other transactions or to allocate ouritapnore efficiently across our businesses. In
the event that our liquidity requirements werexoe=d available liquid assets for the reasons péabove or for any other reason, we could
be forced to sell assets or seek to raise deljuatyecapital on unfavorable terms.

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

The partnership documents governing owapei equity funds generally include a "clawback'iorcertain instances, a "net loss sharing”
provision that, if triggered, may give rise to aatingent obligation that may require the generatra to return or contribute amounts to the
fund for distribution to investors at the end o iife of the fund. Under a "clawback" provisioman the liquidation of a fund, the general
partner is required to return, on an after-tax fygsieviously distributed carry to the extent tlolate to the diminished performance of later
investments, the aggregate amount of carry digtdbs received by the general partner during tha i&f the fund exceed the amount to which
the general partner was ultimately entitled afédartg into account performance hurdles, if any.l&sing carried interest received by the
general partners of our 1996 Fund (which was notrdmuted to us in the Transactions), as of Decer8tte2011, the amount of carried inter
we have received that is subject to this clawbditigation was $82.7 million, assuming that all apgble private equity funds were liquidated
at their December 31, 2011 fair values. Had thestments in such funds been liquidated at zercey#he clawback obligation would have
been $800.9 million. Under a "net loss sharing ion," upon the liquidation of a fund, the general
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partner is required to contribute capital to thediuto fund 20% of the net losses on investmentthése vehicles, such losses would be
required to be paid by us to the limited partnarhbse vehicles in the event of a liquidationraf fund regardless of whether any carried
interest had previously been distributed. Basetherfair market values as of December 31, 201tethwuld have been no net loss sharing
obligation. If the vehicles were liquidated at zeedue, the contingent repayment obligation in @mtion with the net loss sharing provision as
of December 31, 2011 would have been approxim&e|§06.6 million.

Prior to the Transactions, certain of otngipals who received carried interest distribongavith respect to the private equity funds had
personally guaranteed, on a several basis andctubja cap, the contingent obligations of the gaingartners of the private equity funds to
repay amounts to fund limited partners pursuatiéogeneral partners' clawback obligations. Thasesf the Transactions require that our
principals remain responsible for clawback obligas relating to carry distributions received ptimthe Transactions up to a maximum of
$223.6 million. Carry distributions arising subseguto the Transactions may give rise to clawbdilgations that may be allocated generally
to carry pool participants and the Combined Businesccordance with the terms of the instrumeateming the KKR Group Partnerships.
Unlike the "clawback” provisions, the Combined Bugsis will be responsible for amounts due undelosstsharing arrangements and will
indemnify our principals for any personal guarastteat they have provided with respect to such amsoun addition, guarantees of or similar
arrangements relating to, clawback or net lossirsan favor of third party investors in an indival investment partnership by entities that are
part of the Combined Business may limit distribnief carried interest more generally.

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

Our earnings are highly variable from geatb quarter due to the volatility of investmeetiurns of most of our funds and other investr
vehicles and our principal assets and the feesddrom our businesses. We recognize earningsvasiments in our funds based on our
allocable share of realized and unrealized gainbéses) reported by such funds and for certamuofrecent funds, when a performance ht
is achieved. A decline in realized or unrealizethgaa failure to achieve a performance hurdlenoinarease in realized or unrealized losses,
would adversely affect our net income. Fee incontéch we recognize when contractually earned, @y due to fluctuations in AUM, the
number of investment transactions made by our futhésnumber of portfolio companies we managefeberovisions contained in our funds
and other investment products and transactionsibgapital markets business. Fees for the yearsceDécember 31, 2009, 2010 and 2011
were $331.3 million, $435.4 million and $723.6 ioifl, respectively. We may create new funds or itest products or vary the terms of our
funds or investment products, which may alter i@ gosition or mix of our income from time to tim&e may also experience fluctuations in
our results from quarter to quarter, including cewenue and net income, due to a number of otleéorg including changes in the values of
our funds' investments, changes in the amountstfidiitions or interest earned in respect of inwesits, changes in our operating expense
degree to which we encounter competition and géeemomic and market conditions. Net income (l@gs)butable to KKR & Co. L.P. for
the years ended December 31, 2009, 2010 and 204 $849.7 million, $333.2 million, and $1.9 milliospectively. Such fluctuations may
lead to variability in the value of interests inrduusiness and cause our results for a particeldaog not to be indicative of our performance in
future periods. It may be difficult for us to achgesteady growth in net income and cash flow onaxtgrly basis, which could in turn lead to
large adverse movements in the value of interestsif business.

The timing and receipt of carried interfesm our investment funds are unpredictable antlaihtribute to the volatility of our cash flow
Carried interest is generally distributed to thaeeyal partner of a vehicle with a clawback or stlsharing provision only after all of the
following are
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met: (i) a realization event has occurred (e.de sha portfolio company, dividend, etc.); (ii)etiehicle has achieved positive overall
investment returns on realized investments sircmdeption, in excess of a performance hurdle revhpplicable; and (iii) with respect to
investments with a fair value below cost, costlesn returned to investors in an amount suffidieméduce remaining cost to the investments
fair value. Carried interest payments from investtaelepend on our funds' performance and oppoigsrfibr realizing gains, which may be
limited. It takes a substantial period of timederitify attractive investment opportunities, teseaall the funds needed to make an investment
and then to realize the cash value (or other pas)eaf an investment through a sale, public offgien other exit. To the extent an investmel
not profitable, no carried interest shall be reedifrom our funds with respect to that investment, 4o the extent such investment remains
unprofitable, we will only be entitled to a managerhfee on that investment. Furthermore, certaihickes and separately managed accounts
may not provide for the payment of carry at allekvf an investment proves to be profitable, it rbayseveral years before any profits can be
realized in cash. We cannot predict when, or if, mealization of investments will occur. In additidf finance providers, such as commercial
and investment banks, make it difficult for potahpurchasers to secure financing to purchase coip# our investment funds' portfolio, it
may decrease potential realization events anddbenpal to earn carried interest. A downturn ia #guity markets would also make it more
difficult to exit investments by selling equity seities. If we were to have a realization evendiparticular quarter, the event may have a
significant impact on our cash flows during the elathat may not be replicated in subsequent qtsrA decline in realized or unrealized
gains, or an increase in realized or unrealizesdl®swould adversely affect our investment incontéch could further increase the volatility
our quarterly results.

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

The transaction fees that we earn are diiivgpart by the pace at which our funds make itniesats and the size of those investments. Any
decline in that pace or the size of such investmesiuld reduce our transaction fees and could rtakere difficult for us to raise capital.
Many factors could cause such a decline in the paoevestment, including:

. the inability of our investment professionals teritfy attractive investment opportuniti¢

. competition for such opportunities among other ptigé acquirers;

. decreased availability of capital or financing dimective terms;

. our failure to consummate identified investmentanymities because of business, regulatory or legaiplexities and adver:

developments in the U.S. or global economy or far@mmarkets; and

. terms we may provide to our investors to increlsepercentage of transaction or other fees we manesvith them.

Our inability to raise additional or successor fusdor raise successor funds of a comparable sizearspredecessor funds) could have a
material adverse impact on our business.

Our current private equity funds and certather funds and investment vehicles have a flii@deand a finite amount of commitments from
investors. Once a fund nears the end of its investrperiod, our success depends on our abilitgiteradditional or successor funds in orde
keep making investments and, over the long termmjiega management fees (although our funds and imes# vehicles generally continue to
earn management fees at a reduced fee rate atexiration of their investment periods). Evewé are successful in raising successor funds,
to the extent we are unable to raise successosfahd comparable size to our predecessor fundseganues may decrease as the investment
period of our predecessor funds expire and assatfats
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decrease. For example, the size of our most reuasite equity fund focused primarily on North Arweris expected to be smaller than its
predecessor fund. Furthermore, in order to raipéaldor new strategies and products without dregréapital away from our existing produc
we will need to seek new sources of capital. lagtihal investors that have suffered from decrepsturns, liquidity pressure, increased
volatility or difficulty maintaining targeted assa&lftocations, may materially decrease or tempagratispend making new fund investments.
Such investors may elect to reduce their overalifplio allocations to alternative investments sashprivate equity funds, resulting in a
smaller overall pool of available capital in oudirstry. In addition, the asset allocation rulesegulations or investment policies to which such
third-party investors are subject, could inhibitestrict the ability of third-party investors taake investments in our investment funds.
Coupled with a lack of distributions from their sting investment portfolios, many of these investoay have been left with
disproportionately outsized remaining commitmentsand invested capital in, a number of investnfiemds, which significantly limited their
ability to make new commitments to third-party mg@a investment funds such as those advised bywsstors may also seek to redeploy
capital away from certain of our fixed income vééi; hedge fund or other investment vehicles, wpitmit redemptions on relatively short
notice in order to meet liquidity needs or invesbther asset classes. We believe that our abiligvoid excessive redemption levels primarily
depends on our funds' continued satisfactory pewdioce, although redemptions may also be driverthgr dactors important to our investors,
including their need for liquidity and compliancéwinvestment mandates, even if our performanaierior. Any such redemptions would
decrease our AUM and revenues. In addition, thdc¢kér Rule" passed in connection with the Dodd-krdrall Street Reform and Consumer
Protection Act is expected to severely limit orlghit investments in private equity funds by U.8nks (and in some cases ndrg. banks) ar
could limit such investments by regulated insuracm®mpanies. Financial institutions have historicadipresented an important class of
investors to us, including approximately 13% of &M as of December 31, 2011, and it is possibé tther institutions will not be availal
to replace this traditional source of capital far private equity funds. To the extent we are uaablraise additional or successor funds (or to
raise successor funds of the same size as ourgaeste funds), our AUM and revenues will likely dexse as the investment period of our
predecessor funds expire and associated fees decrea

Our investors in future funds, including separatetpanaged accounts, may negotiate to pay us lowenaggment fees and the economic
terms of our future funds may be less favorableus than those of our existing funds, which couldatsely affect our revenues.

In connection with raising new funds orww@tg additional investments in existing funds, megotiate terms for such funds and
investments with investors. The outcome of suclotiations could result in our agreement to ternad #re materially less favorable to us than
the terms of prior funds we have advised or furdigsed by our competitors. For example such terousdcrestrict our ability to raise
investment funds with investment objectives orteggges that compete with existing funds, reducadéeenues we earn, reduce the percentage
of profits on third-party capital in which we shaireclude a performance hurdle that requires getterate a specified return on investment
prior to our right to receive carried interest ddaxpenses and obligations for us in managinduthe or increase our potential liabilities. Our
newest private equity fund focused on North Amenicdudes a performance hurdle that requires weterate a 7% return on investment prior
to receiving our share of fund gains. Furthermaseinstitutional investors increasingly consoliddtair relationships with investment firms &
competition becomes more acute, we may receive sware requests to modify the terms in our new fuAdseement to terms that are
materially less favorable to us could result irearéase in our profitability.

Certain institutional investors have alsiblicly criticized certain fund fee and expensestures, including management fees and
transaction and advisory fees. We have receivedeapect to continue to receive requests from aetadf investors and groups representing
investors to decrease fees and to modify our chmierest and incentive fee structures, whicha@eesult in a reduction or delay in the
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timing of receipt of the fees and carried inteaasd incentive fees we earn. In September of 20@9lristitutional Limited Partners Associati
or "ILPA," published a set of Private Equity Priples, or the "Principles," which were revised inu&ry 2011. The Principles were developed
in order to encourage discussion between limitethpes and general partners regarding private yduitd partnership terms. Certain of the
Principles call for enhanced "alignment of intesestetween general partners and limited partnecaith modifications of some of the terms
fund arrangements, including proposed guidelinesefes and carried interest structures. We provitlBé\ our endorsement of the Principles,
representing an indication of our general suppmrttie efforts of ILPA.

In addition, certain institutional investpicluding sovereign wealth funds and public peméunds, have demonstrated an increased
preference for alternatives to the traditional stmeent fund structure, such as managed accoumisiatiped funds and co-investment vehicles.
We also have entered into strategic partnershigis indlividual investors whereby we manage that stwes capital across a variety of our
products on separately negotiated terms. Therdearo assurance that such alternatives will béfiageat as the traditional investment fund
structure, and the impact such a trend could haw® cost of our operations or profitability, ifdely implemented, is unclear. Moreover,
certain institutional investors are demonstratimyeference to in-source their own investment msifenals and to make direct investments in
alternative assets without the assistance of mriggqtity advisers like us. Such institutional irtees may become our competitors and could
cease to be our clients.

Any agreement to terms less favorable toausdd adversely affect our revenues and profiitgbil
The investment management business is intensely petitive, which could have a material adverse impan our business.

We compete as an investment manager foribgestors and investment opportunities. The itnaeat management business is highly
fragmented, with our competitors consisting prifyaof sponsors of public and private investmentdsyrbusiness development companies,
investment banks, commercial finance companiesogedating companies acting as strategic buyersisihbsses. We believe that competition
for investors is based primarily on:

. investment performanc

. investor liquidity and willingness to inve:

. investor perception of investment managers' dfves and alignment of interest;
. business reputation;

. the duration of relationships with investa

. the quality of services provided to investors;

. pricing;

. fund terms (including fees); ai

. the relative attractiveness of the types of invesits that have been or will be ma

We believe that competition for investmepportunities is based primarily on the pricingmie and structure of a proposed investment
and certainty of execution.

A number of factors serve to increase ampetitive risks:

. a number of our competitors in some of our busieessay have greater financial, technical, markedimg) other resources a
more personnel than we do;

. investors may materially decrease their allocatiomgew funds in light of their experiences follaygian economic downturn or
seek to consolidate their relationships with inmrestt firms;
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. some of our competitors may have better expertig®aoegarded by investors as having better exgeeirtia specific asset class
or geographic region than we do;

. some of our competitors have agreed to terms anithestment funds or products that may be moverable than our funds or
products, such as lower management fees, gre@&tashtging, or performance hurdles for carried egtrand therefore we may
be forced to match or otherwise revise our terntsettess favorable than they have been in the past;

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

. investors may reduce their investments in our flordsot make additional investments in our fundseolaupon their available
capital or due to regulatory requirements;

. our competitors have raised or may raise signifieamounts of capital, and many of them have siniilaestment objectives and
strategies to our funds, which may create additioampetition for investment opportunities and megtuce the size and
duration of pricing inefficiencies that many altative investment strategies seek to exploit;

. some of these competitors may also have a low¢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 tolees, different risk assessments or lower retumstiolds, which could allo
them to consider a wider variety of investments tanbid more aggressively than us for investments;

. some of our competitors may be subject to lesslaéign or less regulatory scrutiny and accordinglyy have more flexibility t
undertake and execute certain businesses or ingatdrthan we do and/or bear less expense to comifhiysuch regulations th.
we do;

. there are relatively few barriers to entry impeding formation of new funds, including a relativédy cost of entering these

businesses, and the successful efforts of newrgatir@to our various lines of business, includingjen commercial and
investment banks and other financial institutidres/e resulted in increased competition;

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

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

We may lose investment opportunities inftitare if we do not match investment prices, dtriees and terms offered by competitors. Our
competitors that are corporate buyers may be aldehieve synergistic cost savings in respect ahagstment, which may provide them with
a competitive advantage in bidding for an investin&hernatively, we may experience decreased itnmest returns and increased risks of loss
if we match investment prices, structures and teffesed by competitors. Moreover, if we are fortedompete with other investment firms
on the basis of price, we may not be able to mairar current fund fee, carried interest or otteems. There is a risk that fees and carried
interest in the alternative investment managenrahistry will decline, without regard to the hist@i performance of a manager. Fee or ca
interest income reductions on existing or futuneds, without corresponding decreases in our costtstre, would adversely affect our
revenues and profitability.
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In addition, if interest rates were to rigaf market conditions for competing investmerngucts become or are favorable and such
products begin to offer rates of return superiathtzse achieved by our funds, the attractivenessiofunds relative to investments in other
investment products could decrease. This competiressure could adversely affect our ability t&kensuccessful investments and limit our
ability to raise future funds, either of which wdwddversely impact our business, results of operatand cash flow.

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

The U.S. federal income tax treatment afunitholders depends in some instances on detatioits of fact and interpretations of
complex provisions of U.S. federal income tax ldarswhich no clear precedent or authority may bailable. You should be aware that the
U.S. federal income tax rules are constantly uneleiew by persons involved in the legislative pes;ehe Internal Revenue Service, or IRS,
and the U.S. Department of the Treasury frequeeBulting in revised interpretations of establishedcepts, statutory changes, revisions to
regulations and other modifications and interpretet The present U.S. federal income tax treatmfatvning our common units may be
modified by administrative, legislative or judiciaterpretation at any time, and any such actiog affect investments and commitments
previously made. For instance, changes to the fédgral tax laws and interpretations thereof conéke it more difficult or impossible for us
to be treated as a partnership that is not taxadbecorporation for U.S. federal income tax puegpaffect the tax considerations of owning
common units, change the character or treatmembmions of our income (including, for instanceg theatment of carried interest as ordinary
income rather than capital gain) and adversely ghpaur investment in our common units. See theudision below under "—The U.S.
Congress has considered legislation that would (ique some cases after a ten-year period, precluds from qualifying as a partnership or
required us to hold carried interest through tasabibsidiary corporations and (ii) taxed certagdine and gains at increased rates. If any
similar legislation were to be enacted and applygothe after tax income and gain related to aginess, as well as the market price of our
units, could be reduced.” Our organizational docusiand agreements give the Managing Partner lanotdrity to modify the amended and
restated partnership agreement from time to timb@d/anaging Partner determines to be necessaypropriate, without the consent of the
unitholders, to address changes in U.S. fedegtk sind local income tax regulations, legislatiointerpretation. In some circumstances, such
revisions could have a material adverse impacioomesor all unitholders. For instance, the Manadtagner could elect at some point to treat
us as an association taxable as a corporation.®rfdderal (and applicable state) income tax mepolf the Managing Partner were to do this,
the U.S. federal income tax consequences of owmimgommon units would be materially different. Mover, certain assumptions and
conventions will be applied in an attempt to complth applicable rules and to report income, gdexjuction, loss and credit to unitholders in
a manner that reflects such unitholders' benefaiaiership of partnership items, taking into ac¢aamiation in ownership interests during
each taxable year because of trading activity. Hemnehose assumptions and conventions may nat bempliance with all aspects of
applicable tax requirements. It is possible thatlRS will assert successfully that the conventiamd assumptions used by us do not satisfy the
technical requirements of the Internal Revenue Goulor Treasury regulations and could requireiteats of income, gain, deductions, loss
or credit, including interest deductions, be adjdsteallocated or disallowed in a manner that esthhe affects our unitholders.
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The U.S. Congress has considered legislation thatild have (i) in some cases after a ten-year peripcecluded us from qualifying as a
partnership or required us to hold carried interegtrough taxable subsidiary corporations and (igsted certain income and gains .
increased rates. If any similar legislation were b@ enacted and apply to us, the after tax inconmel gain related to our business, as well as
the market price of our units, could be reduced.

Over the past several years, a numbergidliive and administrative proposals have bet@nduoced and, in certain cases, have been
passed by the U.S. House of Representatives. In20&9 the U.S. House of Representatives passesddegn, or the "May 2010 House hill",
that would have, in general, treated income andsgémcluding gain on sale, attributable to anregéin an investment services partnership
interest, or "ISPI", as income subject to a newtésl tax rate that is higher than under current éawept to the extent such ISPl would have
been considered under the legislation to be afip@kapital interest. Your interest in us, oueigst in KKR Fund Holdings L.P. and the
interests that KKR Fund Holdings L.P. holds in @i that are entitled to receive carried intemeay have been classified as ISPIs for purp
of this legislation. The U.S. Senate considereddimihot pass similar legislation. On February2@112, Representative Levin introduced
similar legislation, or the "2012 Levin bill", thatould tax carried interest at ordinary incomernabes (which would be higher than the
proposed blended rate under the May 2010 House Ibil6 unclear when or whether the U.S. Congreiigpass such legislation or what
provisions will be included in any legislation gifiacted.

Both the May 2010 House bill and the 20&%ih bill provided that, for taxable years begirqiten years after the date of enactment,
income derived with respect to an ISPI that isanqualified capital interest and that is subjedh®rules discussed above would not meet the
qualifying income requirements under the publichded partnership rules. Therefore, if similar $éggion is enacted, following such ten-year
period, we would be precluded from qualifying gsaatnership for U.S. federal income tax purposdseorequired to hold all such ISPIs
through corporations, possibly U.S. corporatiohsid were taxed as a U.S. corporation or requiodabld all ISPIs through corporations, our
effective tax rate would increase significantly eTiederal statutory rate for corporations is cutyed5%. In addition, we could be subject to
increased state and local taxes. Furthermore, gold de subject to tax on our conversion into goation or any restructuring required in
order for us to hold our ISPIs through a corporatiKR's principals and other professionals coalckfadditional adverse tax consequences
under the legislation, which might thereby adverséfect KKR's ability to offer attractive incengvopportunities for key personnel.

On September 12, 2011, the Obama admitistraubmitted similar legislation to Congresshie American Jobs Act that would tax
income and gain, now treated as capital gainsydtiey gain on disposition of interests, attribuéatdl an ISPI at rates higher than the capital
gains rate applicable to such income under cutaentwith an exception for certain qualified capitaerests. The proposed legislation would
also characterize certain income and gain in resgfdS8PIs as non-qualifying income under the pelpliraded partnership rules after a e
transition period from the effective date, withearception for certain qualified capital interedtkis proposed legislation follows several prior
statements by the Obama administration in supgatanging the taxation of carried interest. Fumtihere, in the proposed American Jobs /
the Obama administration proposed that currentréarding the treatment of carried interest be ghdror taxable years ending after
December 31, 2012 to subject such income to orglim@ome tax. In its published revenue proposaPfait3, the Obama administration
proposed that the current law regarding treatmeoawied interest be changed to subject such irctmmordinary income tax. The Obama
administration's published revenue proposals fdi02@011 and 2012 contained similar proposals.

States and other jurisdictions have alstsiciered legislation to increase taxes with resfgecarried interest. For example, New York has
periodically considered legislation under which ymwld be subject to New York state income taxrmoime in respect of our common units
a result of
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certain activities of our affiliates in New YorKltl@ough it is unclear when or whether such legistatvill be enacted.
Additional proposed changes in the U.S. taxationlafsinesses could adversely affect

On February 22, 2012, the Obama administratnnounced its framework of key elements to geahe U.S. federal income tax rules for
businesses. Few specifics were included, anduhétear what any actual legislation could provigben it would be proposed or what its
prospects for enactment could be. Several pattseoframework if enacted could adversely affectrisst, the framework could reduce the
deductibility of interest for corporations in somanner not specified. A reduction in interest déidns could increase our tax rate and thereby
reduce cash available for distribution to investarfor other uses by us. Such a reduction cowdd Einit our ability to finance new transactic
and increase the effective cost of financing by panies in which we invest, which could reduce thi@ of our carried interest in respect of
such companies. The framework could also reducéghenarginal tax rate on corporations from 3592886. The framework also suggests
some entities currently treated as partnershiptafopurposes could be subject to an entity-lavebine tax similar to the corporate income tax.
If such a proposal caused us to be subject toiaddltentity-level taxes, it could reduce cash dé for distribution to investors or for other
uses by us. The framework reiterates the Presgdsmpport for treatment of carried interest asnangi income, as provided in the President's
revenue proposal for 2013 described above. Howeutezther the President's framework will actuallyelpacted by the government is
unknown, and the ultimate consequences of taxmefegislation, if any, are also presently not known

We depend on our founders and other key persontie, loss of whose services could have a materialeage effect on our business, results
and financial condition.

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

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

Furthermore, the agreements governing duate equity funds and certain non-private eqintyestment funds managed by us provide
that in the event certain "key persons" in thesel$u(for example, both of Messrs. Kravis and Rahentd, in the case of certain geographic
or product focused funds, one or more of the exeesifocused on such funds) generally cease teedgtmanage a fund, investors in the fund
will be entitled to: (i) in the case of our privaquity funds, reduce, in whole or in part, theipital commitments available for further
investments; and (ii) in the case of certain of faxed income or other non-private equity investinemds, withdraw all or any portion of their
capital accounts, in each case on an investorgsior basis (which could lead possibly to a ligtih of those funds). The occurrence of
such an event would likely have a significant negaimpact on our revenue, net income and cash. flow
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If we cannot retain and motivate our principals arather key personnel and recruit, retain and motteanew principals and other ke
personnel, our business, results and financial catieh could be adversely affecte

Our most important asset is our people,@mccontinued success is highly dependent upoeftoets of our principals and other
professionals, and to a substantial degree onhilitygo retain and motivate our principals antiet key personnel and to strategically recruit,
retain and motivate new talented personnel, inalyidiew principals. However, we may not be succéssthese efforts as the market for
qualified investment professionals is extremely petitive. Our ability to recruit, retain and motigeaour professionals is dependent on our
ability to offer highly attractive incentive oppartities. If legislation, such as the legislatioogosed in April 2009 (and reproposed in 2010
2012) were to be enacted, income and gains recedmizth respect to carried interest would be tréde U.S. federal income tax purposes as
ordinary income rather than as capital gain. Segislation would materially increase the amounte@gs that we, our principals and other
professionals would be required to pay, therebyeeshly affecting our ability to offer such attraetincentive opportunities. See "—Risks
Related to U.S. Taxation". In addition, there a@ading laws and regulations that seek to regutegedmpensation of certain of our employ
See "—Extensive Regulation of our business affects otiviies and creates the potential for significhabilities and penalties. The possibil
of increased regulatory focus or legislative orulatpry changes could result in additional burdem®ur business." The loss of even a small
number of our investment professionals could jedigarthe performance of our funds and other invesatrproducts, which would have a
material adverse effect on our results of operati&fforts to retain or attract investment profesais may result in significant additional
expenses, which could adversely affect our profitgb

Our principals generally hold interest®ur business through KKR Holdings. These individualrrently receive financial benefits from
our business in the form of distributions and antsdiunded by KKR Holdings and through their dirantl indirect participation in the value of
KKR Group Partnership Units held by KKR Holdingshilé all of our employees and our principals reediase salaries from us, profit-based
cash amounts for certain individuals currently lzwene by KKR Holdings from cash reserves based wpstributions on a portion of KKR
Group Partnership Units held by KKR Holdings. Theaa be no assurance that KKR Holdings will havié@ent cash available to continue
make profit-based cash payments and we expectyta partion, or eventually all, of these cash bopaygments as KKR Holdings becomes
unable to reserve cash for bonus compensationrgwiogipals who hold equity interests through KiKRIdings become entitled to the cash
distributions on the KKR Group Partnership UnittddHey KKR Holdings. Moreover, in connection withetfiransactions in October 2009, we
made large grants of KKR Holdings units that vaesnhitallments over a five year period commencigoBer 1, 2009. Our principals may also
receive additional equity interests in our busirtessugh equity awards granted by KKR Holdings, ebhiloes not cause any dilution. Howe
we have granted and will grant some or all of gpes of equity awards historically granted by KKRBItHngs from our Equity Incentive Plan,
particularly as the KKR Holdings units granted int@ber 2009 vest, which will cause dilution. In &b, we may be unwilling to grant our
employees additional significant equity awardsun lousiness, and the value of the grants and loigioins they receive in respect of their
existing awards may be lower than anticipated. Ty limit our ability to attract, retain and matte talented personnel. In order to recruit
retain existing and future investment professignas may need to increase the level of compens#timtinwe pay to them, which may cause a
higher percentage of our revenue to be paid otlitdrform of compensation, which would have an aslvénpact on our profit margins.

In addition, there is no guarantee thatabrfidentiality and restrictive covenant agreeraeatwhich our principals are subject, together
with our other arrangements with them, will prevélrgm from leaving us, joining our competitors tneywise competing with us or that these
agreements will be enforceable in all cases. Thgseements will expire after a certain period wigtj at which point each of our principals
would be free to compete against us and solic&stars in our funds, clients and employees. Depegnaln which entity is a party to these
agreements and/or the laws applicable to
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them, we may not be able to enforce them or becarhgect to lawsuits or other claims, and theseeagents might be waived, modified or
amended at any time without our consent. See "{BeRealationships and Related Transactions, andcRirdndependence€onfidentiality an
Restrictive Covenant Agreements."

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 implementribbt processes and tools to manage our changitegpgise and maintain our culture, our
ability to compete successfully and achieve ouirtass objectives could be impaired, which couldatiegly impact our business, financial
condition and results of operations.

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

We rely heavily on our financial, accougtiand other data processing systems. If any obthgstems do not operate properly or are
disabled, we could suffer financial loss, a disiupbf our businesses, liability to our funds, riegory intervention or reputational damage. In
addition, we operate in businesses that are higdyhendent on information systems and technology.if®ormation systems and technology
may not continue to be able to accommodate our traway be subject to security risks, and the obsataintaining such systems may incre
from our current level. Such a failure to accommedaowth, or an increase in costs related to sfdnmation systems, could have a material
adverse effect on our business. Furthermore, werdkepn our principal offices in New York City, wieemost of our administrative personnel
are located, for the continued operation of ouiiness. A disaster or a disruption in the infragtnee that supports our businesses, including a
disruption involving electronic communications d¢her services used by us or third parties with wheerconduct business, or directly
affecting our principal offices, could have a mateadverse impact on our ability to continue t@igie our business without interruption. Our
business continuation or disaster recovery progra@gsnot be sufficient to mitigate the harm thaymesult from such a disaster or disrupti
In addition, insurance and other safeguards might partially reimburse us for our losses, if dt @ur operations rely on the secure
processing, storage and transmission of confideguid other information in our computer systems aetvorks. Although we take protective
measures and endeavor to modify them as circunestamarrant, our computer systems, software andanksamay be vulnerable to
unauthorized access, theft, misuse, computer \srasether malicious code and other events thdtddmave a security impact. If one or more
of such events occur, this potentially could jedae our or our investors' or counterparties' aberfitial and other information processed and
stored in, and transmitted through, our computstesgs and networks, or otherwise cause interruptiormalfunctions in our, our investors',
our counterparties' or third parties' operationsicv could result in significant losses, increasests or reputational damage. Finally, we rely
on third party service providers for certain aspe@ftour business, including for certain informatgystems, technology, administration, tax
compliance matters. Any interruption or deteriaratin the performance of these third parties camloiair the quality of our and our funds'
operations and could impact our reputation and @@ affect our businesses and limit our abiliygtow.

The time and attention that our principals and othemployees devote to entities that were not cdmnied to the KKR Group Partnerships
part of the Transactions will not financially ben&fthe KKR Group Partnerships and may reduce thmé and attention these individua
devote to the KKR Group Partnerships' business.

We may continue to provide funds that wesecontributed to the KKR Group Partnerships,udatg the 1996 Fund, with management
and other services until their liquidation. While will not receive meaningful fees for providing#e services, our principals and other
employees will be required to devote a portionhefittime and attention to the management of tleosigies. The devotion of the time and
attention of our principals and employees to trexdevities will not financially benefit the KKR Gup Partnerships and may reduce the time
and attention they devote to the KKR Group Partripss business.
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Our organizational documents do not limit our altiji to enter into new lines of businesses, and weyragpand into new investment
strategies, geographic markets and businesses, edathich may result in additional risks and unceinties in our businesse:

We intend, to the extent that market caodg warrant, to seek to grow our businesses bgasing AUM in existing businesses, pursuing
new investment strategies, including investmenbojmities in new asset classes, developing newsty investment structures and products
(such as managed accounts and structured prodantsgxpanding into new geographic markets anchbsses. We have in recent years
opened offices in Asia and the Middle East, and dlsveloped a capital markets business in the UiStates, Europe, the Middle East and
Asia-Pacific, which we intend to grow and diversifye have also launched a number of new investiéiatives in areas such as real estate,
oil and gas, infrastructure and hedge funds. We puaigue growth through acquisitions of other inresit management companies,
acquisitions of critical business partners or o#fteategic initiatives, which may include enterintp new lines of business. In addition, we
expect opportunities will arise to acquire otheemaative or traditional investment managers. Toektent we make strategic investments or
acquisitions, undertake other strategic initiatisegnter into a new line of business, we will facenerous risks and uncertainties, including
risks associated with:

. the required investment of capital and other reseair

. the possibility that we have insufficient expertieesngage in such activities profitably or withauturring inappropriate
amounts of risk or liability or have not appropeidiplanned for such activities;

. the possibility of diversion of management's attanfrom our core busines

. the possibility of disruption of our ongoing busise

. combining, integrating or developing operational amanagement systems and controls;

. potential increase in investor concentration;

. the broadening of our geographic footprint, inchglihe risks associated with conducting operatinrisreign jurisdictions,

including taxation.

Entry into certain lines of business maljeat us to new laws and regulations with whichame not familiar, or from which we are
currently exempt, and may lead to increased lige&nd regulatory risk. If a new business generatsufficient revenues or if we are unabl
efficiently manage our expanded operations, owltesf operations will be adversely affected. Guategic initiatives may include joint
ventures, in which case we will be subject to adddl risks and uncertainties in that we may beedelent upon, and subject to liability, losses
or reputational damage relating to, systems, ctstnod personnel that are not under our control.

We may not be successful in executing upon or maingghe complexities of new investment strategiesrkets and businesses, which
could adversely affect our business, results of gt®ns and financial condition.

Our growth strategy is based, in part,f@ndxpansion of our platform through selective gtweent in, and development or acquisition of,
businesses and investment strategies complementary business. The expansion into new produaggaographies has demanded greater
management attention and dedication of resourcemtage the increasing complexity of operationsragdlatory compliance. This growth
strategy involves a number of risks, including tis& that the expected synergies from a newly dgped product or strategic alliance will not
be realized, that the expected results will noatigieved, that new strategies are not approprigtalyned for or integrated into the firm, that
the new strategies may conflict, detract from anpete against our existing businesses, that trestment process, controls and procedures
that we have developed around our existing platfaitinprove insufficient or inadequate or that eoformation systems and technology,
including related security systems, may prove tinBdequate. We may also incur significant change®nnection with such investments,
which ultimately may result in significant losseslacosts. Such losses could adversely impact ainéss, results of operations and financial
condition, as well as do harm to our professioapltation.
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If we are unable to syndicate the securities or @éliledness or realize returns on investments finasheéth our principal assets, our liquidity
business, results of operations and financial cotidih could be adversely affected.

Our principal assets provide us with a igant source of capital to grow and expand ousibess, increase our participation in our
transactions and underwrite commitments in ourtehpiarkets business. Our principal assets hawddqed a source of capital to underwrite
loans, securities or other financial instrumentsiclv we generally expect to syndicate to thirdipartTo the extent that we are unable to do so,
we may be required to sell such investments gjrifgiant loss or hold them indefinitely. Furthemapif we are required retain investments on
our balance sheet for an extended period of tiheeability of our capital markets business to categtransactions would impaired and the
results of our business would suffer. In additias our principal assets have been a significanceaf financing for new strategies, to the
extent that such strategies are not successfulrgorincipal assets cease to provide adequatealiguive would be limited in our ability to se
new businesses or support our existing businesffexgively as contemplated.

Extensive regulation of our businesses affects @ativities and creates the potential for significhliabilities and penalties. The possibility
increased regulatory focus or legislative or regtday changes could adversely affect our business.

Our business is subject to extensive reguaWe are subject to regulation, including pdigoexaminations, by governmental and self-
regulatory organizations in the jurisdictions inigfhwe 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 samgtincluding censure, the issuance of cease-asidtaeders 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 las#oexisting clients and investors or fail torgaéw clients and investors.

As a result of market disruptions in thetpgears as well as highly publicized financialrstas, regulators and investors exhibited
concerns over the integrity of the U.S. and gldimancial markets. In response, regulators in thédd States and elsewhere launched a
program of regulatory reform that has broad impiwes for us and for our funds, as well as for mahthe markets in which we and they
operate. In addition, recently the private equiigustry has come under increased political, regoland news media scrutiny with politicians,
governmental officials, and regulators focusinghlmtaxation of carried interest and the privateitygndustry's allocation of expenses to the
funds and valuation practices. Any changes in ¢igeilatory framework applicable to our businesduiiog the changes and potential changes
described below, as well as adverse news mediatiatte may impose additional expenses or capi@irements on us, limit our fundraising
for our investment products, result in limitatidnghe manner in which our business is conductadetan adverse impact upon our financial
condition, results of operations or prospects, iimg@gecutive retention or recruitment and requirbstantial attention by senior management. It
is impossible to determine the extent of the impdi@ny new laws, regulations or initiatives thatynbe proposed or may become law on our
business or the markets in which we operate. I€&h any new regulation or regulatory frameworkldmegatively impact our funds and u
a number of ways, including increasing our coststhe cost for our funds of investing, borrowinghedging, increasing the funds' or our
regulatory costs, imposing additional burdens @nftimds' or our staff, and potentially requiring tfisclosure of sensitive information. In
addition, we may be adversely affected by changéise interpretation or enforcement of existingdaamd rules by these governmental
authorities and self-regulatory organizations. News or regulations could make compliance moredaliff, more expensive or affect
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the manner in which we conduct business. Moreagecalls for additional regulation have increasieelle may be a related increase in
regulatory investigations and new or enhanced tepprequirements of the trading and other invesinaetivities of alternative investment
management funds and firms, including our fundswandBuch investigations and reporting obligatiwiiklikely impose additional expenses
on us, may require the attention of senior managéerad increase the complexity of managing ourriass and may result in fines if we or
of our funds are deemed to have violated any réiguks

Recently, there have been a number oflkgis or regulatory proposals affecting the fin@hsector in the United States. In particular,
the Dodd-Frank Wall Street Reform and ConsumereRtimn Act, or Dodd-Frank Act, that President Obasigamed into law on July 21, 2010,
creates a significant amount of new regulation. Dbed-Frank Act:

. establishes the Financial Stability Oversight Caluec FSOC, a federal agency charged with, amahgrahings, designatir
systemically important nonbank financial compari@sheightened prudential supervision and makirmpmemendations
regarding the imposition of enhanced standardsdégacapital, leverage, conflicts and other reguients for financial firms
deemed to pose a systemic threat to the finanegiti of the U.S. economy;

. requires private equity and hedge fund advisersddster with the SEC under the Investment Advigers(as describe
elsewhere in this report, Kohlberg Kravis Robert€& L.P. and its wholly-owned subsidiary KKR Asstanagement LLC are
registered with the SEC as investment advisersruihednvestment Advisers Act), to maintain extgagiecords and to file
reports if deemed necessary for purposes of systaski assessment by certain governmental bodies;

. authorizes federal regulatory agencies to reviesy Bncertain cases, prohibit compensation arrargesmat financial institutior
that give employees incentives to engage in condieetned to encourage inappropriate risk takingdweied financial
institutions;

. requires public companies to adopt and disclosieipslrequiring, in the event the company is reggliito issue an accounting

restatement, the clawback of related incentive aaeation from current and former executive officers
. restricts the ability of banking organizations pmssor or invest in private equity and hedge fu

. grants the U.S. government resolution authorityguidate or take emergency measures with regattdled financial
institutions that fall outside the existing resautauthority of the Federal Deposit Insurance ©aation, or FDIC; and

. creates a Consumer Financial Protection Bureatumilie U.S. Federal Resen

Many of these provisions are subject tohierr rule making and to the discretion of reguhatoodies, such as the FSOC. For example, the
following rulemaking has been enacted and the Wllg notices of proposed rulemakings have recdrgbn announced that may apply to u
our subsidiaries:

. On October 11, 2011, the FSOC issued a proposednd interpretive guidance regarding the procgsghich it will designate
nonbank financial companies as systemically imparféhe regulation details a three-stage proceisl,the level of scrutiny
increasing at each stage. During the first stdageFSOC will apply a broad set of uniform quaniti&imetrics to identify
financial companies that warrant additional revidlwe FSOC will consider whether a company hasaatt 1850 billion in total
consolidated assets and whether it meets othesttbids relating to credit default swaps outstandilegivative liabilities, loans
and bonds outstanding, a minimum leverage ratiota consolidated assets to total equity of 15,tand
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a short-term debt ratio of debt (with maturitiess¢han 12 months) to total consolidated asset®%f. A company that meets
both the asset test and one of the other threshglidse subject to additional review. Although Wwelieve we should not
currently be designated as systemically importawlien the criteria outlined above, the designatigieria as well as our busine
are likely to evolve over time. Additional uncertti is created because the FSOC retains authoriigsignate any nonbank
financial company, even if it does not meet theppeed criteria, and the proposed rule stateslteadt$OC will consider
whether to establish "an additional set of metoicthresholds tailored to evaluate hedge fundspaivate equity firms and their
advisers." The proposed rule notes that less regyldata is generally available for hedge funds$ arivate equity firms, but
indicates that, in developing any such additionatrios or thresholds, it intends to review finahdiaclosures that private fund
advisers will be required to file with the SEC d€@ETC beginning in 2012, as further described belbthe FSOC were to
determine that we were a systemically importantoamk financial company, we would be subject toiglitened degree of
regulation, which could include a requirement toicheightened standards relating to capital, Eyerliquidity, risk
management, credit exposure reporting and condemtiémits, restrictions on acquisitions and besubject to annual stress
tests by the Federal Reserve Bank. There can bsswance that nonbank financial firms such asiluset become subject to
the aforementioned restrictions or other requireméor financial firms deemed to be systemicallyngficant to the financial
health of the U.S. economy.

. The Dodd-Frank Act, under what has become knowthesVolcker Rule,” generally prohibits depositamgtitution holding
companies (including foreign banks with U.S. braaghnd insurance companies with U.S. depositotititien subsidiaries),
insured depository institutions and subsidiaries affiliates of such entities from investing ingponsoring private equity funds
or hedge funds. The Volcker Rule will become effecbn July 21, 2012 and is subject to certaindition periods and
exceptions for certain permitted activities thatNdoenable certain institutions subject to the KelcRule to continue investing
in private equity funds under certain condition¥hAugh there is uncertainty regarding the impletaton of the Volcker Rule
and its practical implications, there could be adgemplications for our ability to raise fundsrirdhe types of entities
mentioned above as a result of this prohibition.Gtober 11, 2011, the Federal Reserve and otherderegulatory agencies
issued a proposed rule implementing the VolckeeRul

. On October 26, 2011, the SEC adopted a new rulgrieq certain advisers to private funds to perdadly file reports on a ne
Form PF. Large private fund advisers including adrs8 with at least $1.5 billion in assets underagament attributable to
hedge funds and advisers with at least $2 billibassets under management attributable to privatiéyefunds would be subject
to more detailed and in certain cases more fregegurting requirements. The information will beedsy the FSOC in
monitoring risks to the U.S. financial system.

. On February 8, 2011, the Federal Reserve Boarcpepa rule establishing the requirements for deténg if a company is
"predominantly engaged in financial activities" afefines the terms "significant nonbank financ@aihpany" and "significant
bank holding company.” In particular, the rule wbdkfine a "significant nonbank financial compatyean (i) any
systemically important nonbank financial compangigeated by the FSOC and (ii) any other nonbardnfanal company with
$50 billion or more in total consolidated assetsletermined in accordance with applicable accogrgtandards.

. On March 2, 2011, the SEC proposed a rule as parjaint rule-making effort with federal bankinggulators designed to

prohibit incentivebased compensation arrangements that encourage dpajate risk taking by covered financial instituis anc
are deemed to be excessive, or that may lead teri@dbsses. The proposed rule would cover firanci
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institutions with total consolidated assets ofeatst $1 billion, including investment advisers anoker-dealers, and provide
heightened requirements for financial institutiovith total consolidated assets of at least $5@lnill The application of this rule
to us could require us to substantially reviseammpensation strategy and affect our ability toug@nd retain qualified
employees.

. The Dod«Frank Act amends the Exchange Act to compensat@untdct whistleblowers who voluntarily providegirial
information to the SEC and establishes a fund todsel to pay whistleblowers who will be entitlede¢geive a payment equal to
between 10% and 30% of certain monetary sanctimopssed in a successful government action resuitorg the information
provided by the whistleblower.

As mandated by the Dodd-Frank Act, the Cality Futures Trading Commission, or CFTC, has psegl or adopted a series of rules to
establish a comprehensive new regulatory framevimrkwaps and security-based swaps. For exampewember 2011, the CFTC finalized
rules instituting position limits on certain comnitydutures contracts, as well as any futures amalps that are economically equivalent.
Absent an applicable exemption, the regulationslevoeguire aggregation of positions in accountlfiich any person, directly or indirectly,
holds an ownership or equity interest of 10% orenas well as accounts over which that person alsnirading. To the extent that we do not
qualify for an exemption, we may be required toraggte the positions of our various investment uaitd the positions of our portfolio
companies. Although the scope of the new reguldtarpework is unclear, these and other new ruleg mequire us and our portfolio
companies to limit our trading activities, and dddion, our funds may have difficulty completintherwise profitable acquisitions in particu
industries or may generate profits that are lolwwantwould otherwise be the case.

The Dodd-Frank Act imposes other regulateguirements on the trading of swaps, includirguirements that most swaps be executed
on an exchange or "swap execution facility" anduad through a clearing house, and that entitigsgaas dealers or "major swap participal
register in the appropriate category and comply wipital, margin, recorkeeping and reporting and business conduct rules.imiposition o
these requirements could increase the cost ofnigadithe derivative markets, which could in turaka it more expensive and difficult for our
funds to enter into swaps and other derivativahémnormal course of their business. Moreover gliesreased regulatory responsibilities and
increased costs could reduce trading levels imdémaative markets by a number of market participawhich could in turn adversely impact
liquidity in the markets and expose our funds teager risks in connection with their trading adies.

In November 2010, the European Parliamadtthe Council of Ministers adopted the EU Direeton Alternative Investment Fund
Managers, or AIFM. The Directive will apply to AlIFd/established in the EU and to non-EU AIFMs markgsecurities of alternative
investment funds, or AlFs, in the EU, subject tdtaa exemptions. AIFMs established in the EU wdédrequired to seek authorization from
their home jurisdiction regulators. EU member statél be required to implement the Directive imtational law, and it is expected that it will
become applicable in EU member states in mid-2B8b8-EU AIFMs will be ineligible for an EU-wide pgssrt under the Directive until the
Commission adopts an implementing measure permistich registration. Non-EU AIFMs that do not régiisinder the Directive may
continue to market fund interests to EU profesdiongestors if and to the extent permitted unddiamal law, subject to certain minimum
conditions. The Directive will impose new operatiegiuirements on registered AIFMs, including ruideshe structure of remuneration for
certain personnel, a threshold for regulatory edygind leverage limits, as well as reporting oliiges in respect of controlled EU portfolio
companies. Such rules could have an adverse effieatir businesses by, among other things, (i) iimgodisclosure obligations and restricti
on distributions by EU portfolio companies of thmdls we manage, (ii) significantly restricting metikg activities, (iii) potentially requiring
changes in our compensation structures for keyopeed, thereby potentially affecting our abilityriecruit and retain these
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personnel, and (iv) potentially in effect restmctiour funds' investments in companies based ic&lhtries. The Directive could limit, both in
absolute terms and in comparison to EU-based imeystmanagers and funds, our operating flexibitity;, ability to market our funds, and our
fund raising and investment opportunities, as aglexpose us to conflicting regulatory requireménthe United States and the EU.

On January 1, 2011, an amendment to th@al&equirements Directive (CRD Ill) entered ifitwce. Among other things, CRD Il
requires EU member states to introduce strictetrotsnon remuneration for key employees and rigkts within specified credit institutions
and investment firms. The Committee of EuropeankBanSupervisors, or CEBS, published guidelinest@nimplementation of CRD Il in
December 2010. Also in December 2010, the UK Fiisi8ervices Authority, or FSA, amended its Rematien Code to reflect CRD IIl. O1
of our subsidiaries established in the UK is subdjecCRD IIl. CRD Il required changes in our compation structures for key personnel of
this subsidiary, thereby potentially affectingatsility to recruit and retain these personnel.

In 2010, the Basel Committee on Bankinge3uigion, an international body comprised of sengmresentatives of bank supervisory
authorities and central banks from 27 countrieduiting the United States, finalized a comprehensit of capital and liquidity standards,
commonly referred to as "Basel IIl," for internatély active banking organizations. These new steds| which are expected to be fully
phased in by 2019, are expected to require bankeltbmore capital, predominantly in the form ofromon equity, than under the current
capital framework. Implementation of Basel Il widquire implementing regulations and guidelinesrtember states including changes to the
existing Capital Requirements Directive, known &DAV, and U.S. federal banking regulators, whievé expressed support for Basel lll,
and are expected to issue proposed regulationlia. Zompliance with the Basel lll standards mayltan significant costs to banks, which
in turn may result in higher borrowing costs foe firivate sector and reduced access to certais tfperedit. Basel Il may increase the cost of
borrowing by our funds and portfolio companies, ethinay result in fewer investments being acquiredisposed, lower returns, a decrease in
valuations of our investments, or an inability éfimance debt on economic terms. SeeChanges in the debt financing markets may negat
impact the ability of our private equity funds ahéir portfolio companies to obtain attractive ficang for their investments and may increase
the cost of such financing if it is obtained, whiduld lead to lower yielding investments and pti&dly decrease our net income."

In October 2011, the Financial StabilityaBa, or FSB, issued a report that recommendedgitrening oversight and regulation of the so-
called shadow banking system in the European Utimgdly described as credit intermediation invadventities and activities outside the
regular banking system. The report outlined instalps to define the scope of the shadow bankistgsyand proposed general governing
principles for a monitoring and regulatory frameludivhile at this stage it is difficult to predidte scope of any new regulations, if such
regulations were to extend the regulatory and sty requirements, such as capital and liquidtgndards, currently applicable to banks, to
our funds considered to be engaged in "shadow hghkihe regulatory and operating costs of ourciffé businesses would increase and may
become prohibitive.

We regularly rely on exemptions in the @ditStates from various requirements of the Seeariict, the Exchange Act, the Investment
Company Act of 1940, or Investment Company Act, tredU.S. Employee Retirement Income Security Adt9Y4, or ERISA, in conducting
our investment management activities. These exemptire sometimes highly complex and may in cetiailumstances depend on
compliance by third parties whom we do not contifdior any reason these exemptions were to beaoma@ailable to us, we could become
subject to regulatory action or third-party claiemsl our business could be materially and adveedédgted. See "—Risks Related to Our
Organizational Structure—If we were deemed to b&irarestment company" subject to regulation
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under the Investment Company Act, applicable ret&tris could make it impractical for us to contirme business as contemplated and could
have a material adverse effect on our business."

Other requirements imposed by our regusadme designed primarily to ensure the integrittheffinancial markets and to protect inves
in our funds and are not designed to protect heldémterests in our business. Consequently, thezaadations often serve to limit our
activities. In addition, the regulatory environméntvhich our funds or their investors operate raffgct our business. For example, changes in
antitrust laws or the enforcement of antitrust lawsald affect the level of mergers and acquisitiactvity, and changes in state or other local
laws may limit investment activities of state p@msplans or insurance companies. We may also bersely affected as a result of new or
revised legislation or regulations imposed by tB€Sother governmental regulatory authorities idioig foreign regulatory authorities or self-
regulatory organizations that supervise the finalnoiarkets.

We are also subject to a number of lawsragdlations governing payments and contributiorsdiitical persons or other third parties,
including restrictions imposed by the Foreign Cptriaractices Act, or FCPA, as well as trade sanstadministered by the Office of Foreign
Assets Control, or OFAC, and the U.S. Departme@ahmerce. The FCPA is intended to prohibit bribafrforeign governments and their
officials and political parties, and requires paldompanies in the United States to keep bookserutds that accurately and fairly reflect
those companies' transactions. OFAC and the U.Bamreent of Commerce administer and enforce ecomamd trade sanctions based on
foreign policy and national security goals agataggeted foreign states, organizations and indadglurhese laws and regulations relate to a
number of aspects of our business, including senyiexisting investors, finding new investors, aodircing new investments, as well as
activities by the portfolio companies in our invasnt portfolio or other controlled investments. &amlaws in non-U.S. jurisdictions, such as
EU sanctions or the U.K. Bribery Act, as well asastapplicable anti-bribery, anti-corruption, amtdney laundering or sanction laws in the
U.S. and abroad, may also impose stricter or moegaus requirements than the FCPA, OFAC and the@efartment of Commerce, and
implementing them may disrupt our business or casge incur significantly more costs to complywihose laws. Different laws may also
contain conflicting provisions, making compliancighall laws more difficult. If we fail to comply ith these laws and regulations, we coulc
exposed to claims for damages, financial penaltegatational harm, incarceration of our employeestrictions on our operations and other
liabilities, which could negatively affect our bness, operating results and financial conditioraddition, we may be subject to successor
liability for FCPA violations or other acts of behy committed by companies in which we or our fuimi®st or which we or our funds acquire.

In June 2010, the SEC approved Rule 205nder the Advisers Act regarding "pay to playdgtices by investment advisers involving
campaign contributions and other payments to goweri clients and elected officials able to exefttience on such clients. Among other
restrictions, the rule prohibits investment advésieom providing advisory services for compensatma government client for two years,
subject to very limited exceptions, after the irtweant adviser, its senior executives or its persbimvolved in soliciting investments from
government entities make contributions to certaindidates and officials in position to influence tiiring of an investment adviser by such
government client. Advisers are required to implehempliance policies designed, among other ngttertrack contributions by certain of
the adviser's employees and engagements of thitégéhat solicit government entities and to keegain records in order to enable the SEC
to determine compliance with the rule. There hae Been similar rule-making on a state-level reiggrtiay to play” practices by investment
advisers, including in California and New York. Afajlure on our part to comply with these rulesIdotause us to lose compensation for our
advisory services or expose us to significant gesahnd reputational damage.

Certain laws to which we are subject, saglcertain environmental laws, takeover laws, lriltiery and anti-corruption laws and antitrust
laws, may impose requirements on us and our
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portfolio companies as an affiliated group andsome cases, impose concepts such as joint ancakBability or notification obligations on
affiliates. For example, the United Kingdom intredd a CRC Energy Efficiency Scheme which requinegger certain circumstances, that
funds, general partners and portfolio companiesgiaate in the scheme as a single organizationaggilegate the energy supplies made to
each of them. In addition, the scheme imposes @idtseveral liability for compliance on the epstwithin the organization. Similarly, our
portfolio companies may be subject to contractiibations which may impose obligations or resioics on their affiliates. The interpretation
of such contractual provisions will depend on Ideals. Given that we do not control all of our folib companies and that our portfolio
companies generally operate independently of etiwr,ahere is a risk that we could contraveneammaore of such laws, regulations and
contractual arrangements due to limited acces®ppdrtunities to monitor compliance. In additiooppliance with these laws or contracts
could require us to commit significant resourced eapital towards information gathering and monitgithereby increasing our operating
costs.

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

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

The investment decisions we make in ouestiment management business and the activitiesrafheestment professionals on behalf of
our portfolio companies may subject them and ubeaisk of thirdparty litigation arising from investor dissatisfiact with the performance «
our funds, the activities of our portfolio companand a variety of other litigation claims. Seeghetion entitled "Litigation" appearing in
Note 13 "Commitments and Contingencies" of ourritial statements included elsewhere in this ref@yrtway of example, we, our funds a
certain of our employees are each exposed togdks of litigation relating to investment activitiesour funds and actions taken by the officers
and directors (some of whom may be KKR employeéppdfolio companies, such as the risk of shargéolitigation by other shareholders of
public companies or holders of debt instrumentsomfipanies in which our funds have significant itrents. We are also exposed to risks of
litigation or investigation in the event of anyrisactions that presented conflicts of interestweat not properly addressed.

To the extent investors in our investmemidfs suffer losses resulting from fraud, grossigegte, willful misconduct or other similar
misconduct, investors may have remedies againstusnvestment funds, our principals or our &fiéis under federal securities law and state
law. Investors in our funds do not have legal reieedgainst us, the general partners of our fumasfunds, our principals or our affiliates
solely based on their dissatisfaction with the gimeent performance of those funds. While the gempanrdners and investment advisers to our
investment funds, including their directors, offiseother employees and affiliates, are generatlginified to the fullest extent permitted by
law with respect to their conduct in connectionhvilie management of the business and affairs oheestment funds, such indemnity
generally does not extend to actions determinddhte involved fraud, gross negligence, willful nisduct or other similar misconduct.

If any lawsuits were brought against us aesdilted in a finding of substantial legal liatyilithe lawsuit could materially adversely affect
our business, financial condition or results ofragiens or cause significant reputational harmsowhich could seriously impact our business.
We depend to a large extent on our business rekdtips and our reputation for integrity and higlibea professional services to attract and
retain investors and to pursue investment 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
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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 admyg highly paid professionals, we face the risktigfation relating to claims for compensati
or other damages, which may, individually or in #ygregate, be significant in amount. The cosetifisg any such claims could negatively
impact our business, financial condition and resoftoperations.

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

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

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

Certain of our investment funds and ouri@hMarkets and Principal Activities business deg@n the services of prime brokers,
custodians, administrators and other agents ty caitrcertain securities transactions. In the eweétihe insolvency of a prime broker and/or
custodian, our funds may not be able to recoveivatpnt assets in full as they will rank among fiene broker's and custodian's unsecured
creditors in relation to assets which the primekbrar custodian borrows, lends or otherwise ugeaddition, our and our funds' cash held
with a prime broker or custodian may not be segesyjtom the prime broker's or custodian's own casll our funds therefore may rank as
unsecured creditors in relation thereto. The intgitib recover assets from the prime broker oradisin could have a material impact on the
performance of our funds and our business, finhcoiadition and results of operations.

Risks Related to the Assets We Manage

As an investment manager, we sponsor amagefunds and vehicles that make investments watédon behalf of third-party investors
and, in connection with those activities, are regpito deploy our own capital in those investmenke investments of these funds and vehi
are subject to many risks and uncertainties whizkhe extent they are material, are discussedibéfoaddition, we have principal investme
and manage those assets on our own behalf. Asil the gains and losses on such assets aretegflecour net income and the risks set forth
below relating to the assets that we manage wiladly affect our operating performance.

The historical returns attributable to our fundsntluding those presented in this report, should ri# considered as indicative of the future
results of our funds or of our future results or afny returns on our common units.

We have presented in this report certdiorination relating to our investment returns, sasmet and gross IRRs, multiples of invested
capital and realized and unrealized investmentasafar funds that we have sponsored and managedhi$torical and potential future returns
of the funds that we manage are not directly linteeceturns on KKR Group Partnership Units.
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Moreover, historical returns of our fundaymot be indicative of the future results that gbould expect from us, which could negatively
impact the fees and incentive amounts receivedstfyam such funds. In particular, our funds' futtesults may differ significantly from their
historical results for the following reasons:

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

. the historical returns that we present in this regerive largely from the performance of our earprivate equity funds, where
future fund returns will depend increasingly on pgeeformance of our newer funds, which may havke ldr no investment track
record, and in particular you will not benefit fraany value that was created in our funds prioh&oTransactions to the extent
such value has been realized and we may be reqoireghay excess amounts previously received peasf carried interest in
our funds if, upon liquidation of the fund, we haeeeived carried interest distributions in excgfsthe amount to which we
were entitled,;

. the future performance of our funds will be affechby macroeconomic factors, including negativedectrising from recer
disruptions in the global financial markets thatreveot prevalent in the periods relevant to théohisal return data included in
this report;

. in some historical periods, the rates of retursarfie of our funds have been positively influenced mumber of investmen

that experienced a substantial decrease in thegedrolding period of such investments and rapitisaostantial increases in
value following the dates on which those investraemtre made; the actual or expected length of hglderiods related to
investments is likely longer than such historicalipds; those trends and rates of return may no¢ppeated in the future;

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

. our funds' returns have benefited from investmepiootunities and general market conditions in ¢eftéstorical periods the
may not repeat themselves, and there can be noaassuthat our current or future funds will be ablavail themselves of
comparable investment opportunities or market damdh; and

. we may create new funds and investment produdtgeifiuture that reflect a different asset mix inrte of allocations amor
funds, investment strategies, geographic and inglegposure, vintage year and economic terms.

In addition, our historical rates of retugflect our historical cost structure, which mayyin the future, and future returns will be afés
by the risks described elsewhere in this repoduiing risks of the industry sectors and businegsevhich a particular fund invests and
changes in laws. See "—Risks Related to our Busir&ifficult market conditions can adversely affectr business in many ways, including
by reducing the value or performance of the invesiisi that we manage or by reducing the abilityuffands to raise or deploy capital, eac
which could negatively impact our net income anshcow and adversely affect our financial conditlo

Valuation methodologies for certain assets in ouwmids can be subjective and the fair value of assttablished pursuant to such
methodologies may never be realized, which coulsutein significant losses for our funds.

There are no readily ascertainable markeég for a substantial majority of illiquid inves¢nts of our investment funds and our finance
vehicles. When determining fair values of investtagwe use the last reported market price as a$tdtement of financial condition date for
investments that have
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readily observable market prices. When an investrdees not have a readily available market prive fair value of the investment represents
the value, as determined by us in good faith, dtlwthe investment could be sold in an orderly dfion over a reasonable period of time
between willing parties other than in a forcediquidation sale. There is no single standard faerfining 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 thausaders a specified financial measure (such a3BB) and/or a discounted cash flow
analysis. We also consider a range of additiorzibfa that we deem relevant, including the appllitglof a control premium or illiquidity
discount, the presence of significant unconsoldiatesets and liabilities, any favorable or unfalleaax attributes, the method of likely exit,
financial projections, estimates of assumed groatés, terminal values, discount rates includisl fiee rates, capital structure, risk premit
and other factors, and determining these factogsimenlve a significant degree of our managemgatigment and the judgment of
management of our portfolio companies. Changelsdad factors can have a significant effect onelalts of the valuation methodologies v

to value our portfolio, and our reported fair vader these assets could vary materially if thaiteand other assumptions used from prior
guarters were to change significantly. For exampkgpplicable interest rates rise, then the asslioost of capital for these assets would be
expected to increase under a discounted cash fialysis, and this effect would negatively impaditivaluations if not offset by other factors.
Conversely, a fall in interest rates would be expeto positively impact valuations of these asgetst offset by other factors.

Because valuations, and in particular viédma of investments for which market quotatiors aot 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 marketéxisted. Even if market quotations are availfdni@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 investmémas we record is materially higher than the valined are ultimately realized upon the disp
of the investments and changes in values attribiaténvestments from quarter to quarter may raswblatility in our AUM and such changes
could materially affect the results of operatiomattwe report from period to period. There can d@ssurance that the investment values that
we record from time to time will ultimately be readd and that you will be able to realize the itnent values that are presented in this report.

Because there is significant uncertaintthivaluation of, or in the stability of the valok illiquid investments, the fair values of
investments reflected in an investment fund'smarfce vehicle's net asset value, or NAV, do no¢ssarily reflect the prices that would
actually be obtained by us on behalf of the funfir@nce vehicle when such investments are realiRedlizations at values significantly lower
than the values at which investments have beeectefl in prior fund NAVs would result in losses foe applicable fund and the loss of
potential carried interest and other fees. Alsogidflizations of our investments produce valuesnsly different than the carrying values
reflected in prior fund NAVs, investors may losenfidence in us, which could in turn result in difiity in raising capital for future funds.

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

In addition, because we value our entingfplio only on a quarterly basis, subsequent evémat may have a material impact on those
valuations may not be reflected until the next tpréyr valuation date.
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Dependence on significant leverage in investmengsoir funds could adversely affect our ability talaieve attractive rates of return @
those investments.

Because many of our funds' investmentshiebvily on the use of leverage, our ability toieeh attractive rates of return on investments
will depend on our continued ability to accessisight sources of indebtedness at attractive r&sexample, our fixed income funds use
varying degrees of leverage when making investm@&insilarly, in many private equity investmentsjéttedness may constitute up to 70% or
more of a portfolio company's total debt and equépitalization, including debt that may be incdrie connection with the investment, and a
portfolio company's indebtedness may also increasecapitalization transactions subsequent tatmepany's acquisition. The absence of
available sources of sufficient debt financingdatended periods of time could therefore materialig adversely affect our funds and our
portfolio companies. Also, an increase in eitherdgleneral levels of interest rates or in the riglead demanded by sources of indebtedness
such as we experienced during 2009 would make iieregpensive to finance those investments. In mdidiincreases in interest rates could
decrease the value of fixed-rate debt investmératisdur finance vehicles or our funds make. In@sas interest rates could also make it more
difficult to locate and consummate private equitg ather investments because other potential buyeisiding operating companies acting as
strategic buyers, may be able to bid for an agsehégher price due to a lower overall cost ofi@dpr their ability to benefit from a higher
amount of cost savings following the acquisitiortted asset. In addition, a portion of the indebésdrused to finance private equity
investments often includes high-yield debt seasitssued in the capital markets. Capital marketv@alatile, and there may be times when we
might not be able to access those markets at tweaates, or at all, when completing an investmen

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

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

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

. give rise to an obligation to make mandatory prepanyts of debt using excess cash flow, which miighit the entity's ability to
respond to changing industry conditions to the 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 losoeimted with a leveraged company is generallytgréhan for companies with comparatively
less debt. For example, leveraged companies caifittlll on their debt obligations due to a decréasevenues and cash flow precipitated by
an economic downturn or by poor relative perforneaatsuch a company.
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When our funds' existing portfolio invesmmeereach the point when debt incurred to finahosé investments matures in significant
amounts and must be either repaid or refinancedetinvestments may materially suffer if they hgeaerated insufficient cash flow to repay
maturing debt and there is insufficient capacitgl amailability in the financing markets to perntietn to refinance maturing debt on
satisfactory terms, or at all. If the financing farch purposes were to be unavailable or unecomnatrén significant amounts of the debt
incurred to finance our funds' existing portfolivéstments start to come due, these investmentd beunaterially and adversely affected.

The majority-owned subsidiaries of KFN, theblicly traded specialty finance company mandgeds, regularly use and have used
significant leverage to finance their assets. Aability by such subsidiaries to continue to raisetilize leverage, to refinance or extend the
maturities of their outstanding indebtedness an&intain adequate levels of collateral under thmgeof their collateralized loan obligations
could limit their ability to grow their businesgimvest principal cash, distribute cash to KFNuwlyfexecute their business strategy, and KFN's
results of operations may be adversely affecteFN is unable to maintain its operating resultd ancess to capital resources, KFN could
face substantial liquidity problems and might bguieed to dispose of material assets or operatmmnseet its debt service and other
obligations.

Among the sectors particularly challenggalbwnturns in the global credit markets, includihg downturn experienced from 2008
through 2010, are the CLO and leveraged financ&etsirKFN has significant exposure to these marketaigh its CLO subsidiaries, each of
which is a special purpose company that issued®d Knd other investors notes secured by a poabltdteral consisting primarily of corporz
leveraged loans. In most cases, KFN's CLO holdamggleeply subordinated, representing the CLO dialvgis substantial leverage, which
increases both the opportunity for higher retugvall as the magnitude of losses when comparedltters or investors that rank more senior
to KFN in right of payment. KFN's CLO subsidiariegve historically experienced an increase in doatgs, depreciations in market value
defaults in respect of leveraged loans in theilatetal during downturns in credit markets. Theag be no assurance that market conditions
giving rise to these types of consequences willooour, re-occur, subsist or become more acuteeitiLtture. Because KFN's CLO structures
involve complex collateral and other arrangemethis documentation for such structures is compkeszubject to differing interpretations and
involves legal risk. In July 2009, KFN surrendefedcancellation approximately $298.4 million ingrggate of notes issued to it by certain of
its CLOs. The surrendered notes were cancelledtendbligations due under such notes were deentewyaished.

Any of the foregoing circumstances coulgéha material adverse effect on our financial ctholj results of operations and cash flow.

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

Before making our investments, we conduet diligence that we deem reasonable and apprefrésed on the facts and circumstances
applicable to each investment. The objective ofdihe diligence process is to identify attractiveeistment opportunities based on the facts and
circumstances surrounding an investment, to ideptisible risks associated with that investmedt anthe case of private equity
investments, to prepare a framework that may bd freen the date of an acquisition to drive opersicachievement and value creation. W
conducting due diligence, we typically evaluateuanber of important business, financial, tax, act¢iogn environmental and legal issues in
determining whether or not to proceed with an itwmesnt. Outside consultants, legal advisors, acemistand investment banks are involve
the due diligence process in varying degrees dépgrmeh the type of investment. Nevertheless, whardacting due diligence and making an
assessment regarding an investment, we rely onimes®available to us, including information praddoy the target of the investment and, in
some circumstances, third-party investigations. dine diligence process may at times
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be subjective with respect to newly organized camgzafor which only limited information is availa&lThe due diligence conducted for cer
of our Public Markets strategies is limited to palylavailable information. Accordingly, we canrmé certain that the due diligence
investigation that we will carry out with respeatany investment opportunity will reveal or highitaall relevant facts (including fraud or
bribery) that may be necessary or helpful in evitigasuch investment opportunity, including thestéeince of contingent liabilities. We also
cannot be certain that our due diligence investigatwill result in investments being successfullat the actual financial performance of an
investment will not fall short of the financial peations we used when evaluating that investment.

Our investment management activities involve invasnts in relatively high-risk, illiquid assets, ande may fail to realize any profits from
these activities for a considerable period of timelose some or all of the capital invested.

Many of our funds hold investments in sé@s that are not publicly traded. In many cases,funds may be prohibited by contract or by
applicable securities laws from selling such semsgifor 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 capital markets and in particulamthiglic equity markets. For example, the
ability to realize any value from an investment ndapend upon the ability to complete an initial lpubffering of the portfolio company in
which such investment is made. Even if the se@sritire publicly traded, large holdings of secigitian often be disposed of only over a
substantial length of time, exposing our investnreturns to risks of downward movement in markétgs during the intended disposition
period. Accordingly, under certain conditions, éwmds may be forced to either sell securities &eloprices than they had expected to realize
or defer sales that they had planned to make, paligrfor a considerable period of time. We havada and expect to continue to make
significant capital investments in our current &mdire funds. Contributing capital to these funglsisky, and we may lose some or all of the
principal 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, credit or other investments invadveumber of significant risks inherent to privatgiity, credit and other investing, including
the following:

. companies in which investments are made may heiteli financial resources and may be unable to the@tobligations und:
their securities, which may be accompanied by aritetition in the value of their equity securit@¥sany collateral or guarante
provided with respect to their debt;

. companies in which investments are made are mkely lto depend on the management talents and 6@ small group ¢
persons and, as a result, the death, disabiligjgmation or termination of one or more of thosespas could have a material
adverse impact on their business and prospects;

. companies in which investments are made may frora tb time be parties to litigation, may be engage@pidly changing
businesses with products subject to a substaiglkabf obsolescence and may require substantiafiadal capital to support
their operations, finance expansion or maintaiir tt@mpetitive position;

. instances of fraud and other deceptive practicasnitted by senior management of portfolio compaimasghich our funds
invest may undermine our due diligence efforts withpect to such companies, and if such fraudsisogtered, negatively affect
the valuation of a fund's investments as well agrgaute to overall market volatility that can négaly impact a fund's
investment program;
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. our funds may make investments that they do noamatgeously dispose of prior to the date the agipléicfund is dissolved,
either by expiration of such fund's term or othemyiresulting in a lower than expected return enrkestments and, potentia
on the fund itself;

. our portfolio companies generally have capitaldtices established on the basis of financial ptimes based primarily on
management judgments and assumptions, and gewerairaic conditions and other factors may causeahpeerformance to fa
short of these financial projections, which coudige a substantial decrease in the value of outlydtpldings in the portfolio
company and cause our funds' performance to faht €t our expectations;

. certain of our investment funds may invest in siéiesrof companies that are experiencing signifidarancial or busines
difficulties, which are subject to greater legatlangulatory complexities and may be subject toeatgr risk of poor
performance or loss; and

. executive officers, directors and employees of@uitg sponsor may be named as defendants in litig&tvolving a company i
which an investment is made or is being made, amdmour funds may indemnify such executive oficelirectors or
employees for liability relating to such litigation

Our investments in real assets such as real estaité natural resources may expose us to increassélgiand liabilities and may expose our
unitholders to adverse tax consequences.

Investments in real assets, which may thelteal estate, oil and gas properties and othiaralaesources, may expose us to increased
risks and liabilities that are inherent in the ovalgp of real assets. For example, ownership dfagsets in our funds or vehicles may increase
our risk of liability under environmental laws thatpose, regardless of fault, joint and severdlility for the cost of remediating contaminat
and compensation for damages. Ownership of reatassay also present additional risk of liability personal and property injury or impose
significant operating challenges and costs, fomgda with respect to compliance with zoning, enrireental or other applicable laws.

In addition, investments in real assets oayse adverse tax consequences for certain naruhitSolders regarding income effectively
connected with the conduct of a U.S. trade or lassirand the imposition of certain tax withholdiRtease see "—Risks Related to U.S.
Taxation—Non-U.S. persons face unique U.S. taxeisstom owning our common units that may resuéiduerse tax consequences to them".
Moreover, investments in real assets may also re@lliour unitholders to file tax returns and payes in various state and local jurisdictions
in the U.S. and abroad where our funds and invegsrevn these real assets. Please see "Risks ®&datkS. Taxation—Holders of our
common units may be subject to state, local angidartaxes and return filing requirements as alre$owning such common units".

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

As an element of our investment style, fteropursue complex investment opportunities. This often take the form of substantial
business, regulatory or legal complexity that waddder other investment managers. Our tolerancedimplexity presents risks, as such
transactions can be more difficult, expensive amé-{consuming to finance and execute; it can beerddficult to manage or realize value
from the assets acquired in such transactionssaal transactions sometimes entail a higher leuegulatory scrutiny, the application of
complex tax laws or a greater risk of contingeabilities. We may cause our funds to acquire aestment that is subject to contingent
liabilities, which could be unknown to us at thadi of acquisition or, if they are known to us, waynmot accurately assess or protect against
the risks that they present. Acquired contingeatiilities could thus result in unforeseen losse®to funds. In addition, in connection with the
disposition of an investment in a portfolio compaayund may be required to make representatioostahe business and financial affairs of
such portfolio company typical of those made inrextion with the sale of a business. A fund may hals required to indemnify the purchas
of such investment to the extent
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that any such representations are inaccurate. Tremegements may result in the incurrence of ogetit liabilities by a fund, even after the
disposition of an investment. Any of these riskalddharm the performance of our funds.

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

Our private equity funds make investmentsampanies with relatively large capitalizatiowbjch involves certain complexities and risks
that are not encountered in small-and medium-sizegstments. For example, larger transactions neaydre difficult to finance and exiting
larger deals may present incremental challengeaddiition, larger transactions may pose greatdtertges in implementing changes in the
company's management, culture, finances or opesatand may entail greater scrutiny by regulaioterest groups and other third parties.
These constituencies may be more active in opp@sinte larger investments by certain private ediritys.

In some transactions, the amount of equapital that is required to complete a large céipgtion private equity transaction has increased
significantly, which has resulted in some of thegést private equity transactions being struct@®tconsortium transactions.” A consortium
transaction involves an equity investment in whieb 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. Consprtitansactions generally entail a reduced levebotrol by our firm over the investment
because governance rights must be shared withttlee consortium investors. Accordingly, we may betable to control decisions relating 1
consortium investment, including decisions relatmghe management and operation of the companytentiming and nature of any exit,
which could result in the risks described in "—Q@umds have made investments in companies that wetloontrol, exposing us to the risk of
decisions made by others with which we may notagdmny of these factors could increase the risit thur larger investments could be less
successful. The consequences to our investmens foinah unsuccessful larger investment could beersevere given the size of the
investment.

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

Our funds and accounts hold investmentsititdude debt instruments and equity securitiesamhpanies that we do not control. Such
instruments and securities may be acquired byunad and accounts through trading activities asugh purchases of securities from the
issuer. In addition, our funds and accounts mayiaegninority equity interests, particularly whgposisoring investments as part of a large
investor consortium, and may also dispose of agrodf their majority equity investments in porifocompanies over time in a manner that
results in the funds or accounts retaining a mipanvestment. Those investments will be subje¢h#orisk that the company in which the
investment is made may make business, financialaragement decisions with which we do not agrébairthe majority stakeholders or the
management of the company may take risks or otseradt in a manner that does not serve our ingeiiésiny of the foregoing were to occur,
the value of investments by our funds or accouatsdcdecrease and our financial condition, reseflisperations and cash flow could be
adversely affected. In addition, many of our inwestts in our Public Markets funds, vehicles andants are in companies that we do not
control.

We make investments in companies that are basedidatof the United States, which may expose usdditional risks not typically
associated with investing in companies that are & the United States.

Many of our funds, vehicles and accountgst or have the flexibility to invest a signifi¢gportion of their assets in the equity, debt, k
or other securities of issuers that are baseddmutsithe United States. A substantial amount es¢hinvestments consist of private equity
investments
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made by our private equity funds. For example,fd3exzember 31, 2011, approximately 46% of the uirea value of the investments of the
funds and accounts was attributable to foreignstments. Investing in companies that are baseduntdes outside of the United States and,
in particular, in emerging markets such as Chindid, Turkey, countries in south and southeast,Asiin America and Africa, involves risks
and considerations that are not typically assodiatiéh investments in companies established irlthited States. These risks may include the
following:

. the possibility of exchange control regulationstrietions on repatriation of profit on investmentsof capital invested, politici
and social instability, nationalization or expra@tidn of assets;

. the imposition of no-U.S. taxes

. differences in the legal and regulatory environmétexample the recognition of information barsieor enhanced legal a
regulatory compliance;

. greater levels of corruption and potential exposartne FCPA and other laws that prohibit impropayments or offers of
payments to foreign governments, their officiald ather third parties;

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

. limitations on permissible counterparties in oangactions or consolidation rules that effectiveltrict the types of businesses
in which we may invest;

. political risks generally, including political hdgy to investments by foreign or private equitwestors

. less liquid markets;

. reliance on a more limited number of commodity itspservice providers and/or distribution mechasis

. adverse fluctuations in currency exchange ratescasts associated with conversion of investmemicgal and income fror

one currency into another;

. higher rates of inflation;

. less available current information about an iss

. higher transaction costs;

. less government supervision of exchanges, broketsssuers;

. less developed bankruptcy and other e

. greater application of concepts like equitable sdipation, which may, in bankruptcy or insolvenoysult in the subordinatic

of debt or other senior interests held by our itmest funds, vehicles or accounts in companieshithvour investment funds,
vehicles or accounts also hold equity interests;

. difficulty in enforcing contractual obligation

. lack of uniform accounting, auditing and finanai@porting standards;
. less stringent requirements relating to fiducianyies;

. fewer investor protections; ai

. greater price volatility

As a result of the complexity of and ladlckear precedent or authority with respect todpplication of various income tax laws to our
structures, the application of rules governing hi@msactions and structures should be reportedassabject to differing interpretations. In
particular,
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certain jurisdictions, including Denmark, Francer@any, and Japan, among others, have either prdmwsadopted rules that seek to limit the
amount of interest that may be deductible wherdethder and the borrower are related parties (@revkhird party borrowings have been
guaranteed by a related party) or may seek togrgeexisting rules in a more restrictive manneradidition, the tax authorities of certain
countries, such as Germany, Belgium, France, amgpore, have sought to disallow tax deductionsréorsaction and certain other costs at
the portfolio company level either on the basig tha entity claiming the deduction does not berfedim the costs incurred or on other
grounds. There is also significant risk in Germé#rgt tax losses and interest carry-forwards woode ltheir value on a change of ownership
due to restrictive legislation. These measuresmilst likely adversely affect portfolio companiaghose jurisdictions in which our investment
funds and vehicles have investments, and limibtrgefits of additional investments in those coestrOur business is also subject to the risk
that similar measures might be introduced in otlwemtries in which our investment funds and velsiderrently have investments or plan to
invest in the future, or that other legislativeregulatory measures that negatively affect theipeetive portfolio investments might be
promulgated in any of the countries in which theyeist.

In addition, certain countries such as fal&t, China, India, Japan and South Korea, wherdawe made investments, have sought to tax
investment gains derived by nonresident investocduding private equity funds, from the dispositiof the equity in companies operating in
those countries. In some cases this developmémé isesult of new legislation or changes in thertetation of existing legislation and local
authority assertions that investors have a locallike presence or are holding companies for tragimgoses rather than for capital purpose
are not otherwise entitled to treaty benefits. Wébpect to India, the Bombay High Court recendidhn favor of a taxpayer finding that the
sale of a foreign company that indirectly held ardassets was not subject to Indian tax. Howelerlridian legislature has proposed new
legislation that if enacted, would permit Indiar tauthorities to assess tax on capital gains @rigimthe direct or indirect sale of Indian assets
and may introduce capital gains tax provisionsnmupcoming bill, which would render the recent ¢alecision less relevant.

Further, certain countries, such as Austr&elgium, China, Denmark, Germany, and Southelddrave sought to deny the benefits of
income tax treaties or EU Directives with respeawithholding taxes on interest and dividends afnesident entities, on the basis that the
entity benefiting from such treaty or Directivenist the owner of the income, is a mere conduitrbaseprimarily to access treaty benefits or
Directives, or otherwise lacks substance.

As a result of the complexity of our stwrets, foreign jurisdictions may seek to tax a makgortion of the fee income associated with
management advisory activity. Due to the complexdpphistication, and global nature of our investhuecision making function, foreign
jurisdictions may assert that a material amourieefincome was associated with a taxable presenteir jurisdiction and assert that st
income is subject to local tax, potentially redgcour profits associated with such income, althotinghrisk may be mitigated by the
availability of foreign tax credits.

Although we expect that most of our fundehicles' and accounts' capital commitments véltenominated in U.S. dollars, our
investments and capital commitments that are demated in a foreign currency, such as euro, wikblject to the risk that the value of a
particular currency will change in relation to aemore other currencies. Among the factors that affect currency values are trade balan
the ability of countries to pay their national ddbtels of short-term interest rates, differenocelative values of similar assets in different
currencies, long-term opportunities for investmamd capital appreciation and political developmewite may employ hedging techniques to
minimize these risks, but we can offer no assuréimaesuch strategies will be effective or evenilabée at all. If we engage in hedging
transactions, we may be exposed to additional asksciated with such transactions. See "—Risk genant activities may adversely affect
the return on our investments."
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Third party investors in our funds with commitmentased structures may not satisfy their contractedlligation to fund capital calls when
requested by us, which could adversely affect adisroperations and performance.

Investors in certain of our funds make tgiommitments to those funds that the funds atiéed to call from those investors at any time
during prescribed periods. We depend on investdfiflihg their commitments when we call capitabin them in order for such funds to
consummate investments and otherwise pay theigatibins (for example, management fees) when dugimvestor that did not fund a capital
call would generally be subject to several posgilelealties, including having a significant amouihéxisting investment forfeited in that fund.
However, the impact of the penalty is directly etaited to the amount of capital previously invedtgdhe investor in the fund and if an
investor has invested little or no capital, fortarece early in the life of the fund, then the fdtfee penalty may not be as meaningful. Investors
may in the future also negotiate for lesser or ceduenalties at the outset of the fund, therebipiting our ability to enforce the funding of a
capital call. If investors were to fail to satisfysignificant amount of capital calls for any pautar fund or funds, the operation and perform:
of those funds could be materially and adverseiycaéd.

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

In many cases, the companies in which 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 holdeesentitled to receive payments of
distributions, interest or principal on or befohe tates on which payments are to be made in regpear investment. Also, in the event of
insolvency, liquidation, dissolution, reorganizatior bankruptcy of a company in which an investnigmade, holders of securities ranking
senior to our investment would typically be entitte receive payment in full before distributiormitd be made in respect of its investment. In
addition, debt investments made by our investmamd$, vehicles or accounts in our portfolio compamhay be equitably subordinated to the
debt investments made by third parties in our pbafcompanies. After repaying senior security leotd the company may not have any
remaining assets to use for repaying amounts oweglspect of our investment. To the extent thatessets remain, holders of claims that rank
equally with our investment would be entitled tahon an equal and ratable basis in distributibasare made out of those assets. Also,
during periods of financial distress or following msolvency, the ability of our funds to influeneeompany's affairs and to take actions to
protect their investments may be substantially feas that of the senior creditors.

Risk management activities may adversely affectitbteirn on our investments

When managing exposure to market risksemploy hedging strategies or certain forms of aggiwe instruments to limit our exposure to
changes in the relative values of investmentsrifet result from market developments, including deanin prevailing interest rates and
currency exchange rates. The scope of risk manageangvities undertaken by us varies based otetved and volatility of interest rates,
prevailing foreign currency exchange rates, thesypf investments that are made and other chamganget conditions. The use of hedging
transactions and other derivative instruments doce the effects of a decline in the value of atjgssdoes not eliminate the possibility of
fluctuations in the value of the position or prevasses if the value of the position declines. ldeer, such activities can establish other
positions designed to gain from those same devetopsnthereby offsetting the decline in the valfithe position. Such transactions may also
limit the opportunity for gain if the value of agition increases. Moreover, it may not be posdiblémit the exposure to a market developnr
that is so generally anticipated that a hedgingtber derivative transaction cannot be enteredahtm acceptable price.
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The success of any hedging or other devizatansactions that we enter into generally délpend on our ability to correctly predict
market changes. As a result, while we may entersnth transactions in order to reduce our expdsumgarket risks, unanticipated market
changes may result in poorer overall investmerfop@ance than if the hedging or other derivatiamgaction had not been executed. In
addition, the degree of correlation between priceements of the instruments used in connection hethging 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 hedging or othévate/e transactions and the positions being hddéga imperfect correlation could prevent
us from achieving the intended result and coul@ gise to a loss. In addition, it may not be pdssib fully or perfectly limit our exposure
against all changes in the value of its investmérsause the value of investments is likely totfiate as a result of a number of factors, some
of which will be beyond our control or ability teetige.

The CFTC has recently proposed or adopgdlations governing swaps and security-based swapsh may limit our trading activities
and our ability to implement effective hedging sties. See "Risks Related to Our Business—Extensigulation of our businesses affects
our activities and creates the potential for sigait liabilities and penalties. The possibilityioreased regulatory focus or legislative or
regulatory changes could result in additional bosden our business."

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. Our private equity funds generally peupito 20% of the fund to be invested in a
single company. During periods of difficult markeinditions or slowdowns in these sectors or gedgcagions, decreased revenues,
difficulty in obtaining access to financing andrieased funding costs may be exacerbated by thiseatration of investments, which would
result in lower investment returns. Because a Baamit portion of a fund's capital may be invested single investment or portfolio company,
a loss with respect to such investment or portfotimpany could have a significant adverse impacumi fund's capital. Accordingly, a lack
of diversification on the part of a fund could athedy affect a fund's performance and thereforefioancial condition and results of
operations.

Because we hold interests in some of our portfammpanies both through our management of privataugy funds as well as throug!
separate investments in those funds and direc-investments, fluctuation in the fair values of tee portfolio companies may have a
disproportionate impact on the investment incomereed by us.

We hold interests in some of our portf@@ampanies through our management of private eduiitgs in our Private Markets segment, as
well as through separate investments in those fandscoinvestments in certain portfolio companies of sfioids, principally consisting of tl
assets we acquired from KPE in the Combination Jaation, in our Capital Markets and Principal Aittes segment. As of December 31,
2011, we hold significant aggregate investmentsaich of Dollar General Corporation, HCA Inc., Afiee Boots GmbH, The Nielsen
Company B.V., and Samson Resources Corporatiorchwdach represent more than 5% of our Capital Msudked Principal Activities
segment investment balance. As a result of ourdlgptionate investment in these companies, oradingr portfolio companies for which
similar investments are held in the future, angtihation in the fair values of these portfolio canjes may have a disproportionate impact on
the investment income earned by us as comparetthé¢o portfolio companies.
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Our funds may make investments and we may engagetlirer business activities, which could give rigea conflict of interest.

As we have expanded and as we continugpare the number and scope of our businesses,ongasingly confront potential conflicts of
interest relating to investment activities among\aarious funds and also our own account. For examp

. In pursuing the interest of our fund investors,megy take actions that could reduce our AUM or aofits that we coulc
otherwise realize in the short term.

. We may be required to allocate investment oppdadisiamong investment vehicles that may have oppitg investment
objectives, including vehicles that may have déferfee structures, and among KKR co-investmeniciesh(including vehicles
in which KKR employees may investment) and thirdyao-investors.

. We may, on behalf of our funds or KKR itself, bgg]l, hold or otherwise deal with securities orastimvestments that may be
purchased, sold or held by our other funds ordhaitherwise issued by a portfolio company in Whdar funds invest.
Conflicts of interest may arise between a fundppe hand, and KKR on the other or among our fundsiding but not limited
to those relating to the purchase or sale of imuests, the structuring of, or exercise of rightthwespect to investment
transactions and the advice we provide to our funds

. We may invest on behalf of our fund or for our caatount in a portfolio company of one fund thed isompetitor, service
provider, supplier, customer, or other counterpaiith respect to a portfolio company of anotherdun

. A decision to acquire material r-public information about a company while pursuimgiravestment opportunity for a particu
fund or our own account may result in our havingetstrict the ability of other funds to take anyia.

. Conflicts may arise in allocating time, servicesegources among the investment activities of ond$, KKR, other KKR-
affiliated entities and the employees of KKR.

. The general partner's entitlement to receive adinterest from many of our funds may create asritize for that general
partner to make riskier and more speculative imaests on behalf of fund than would be the caskeémabsence of such an
arrangement. In addition, for our funds that payied interest based on accrued rather than rebgjiains, the amount of carried
interest to which the general partner is entitled the timing of its receipt of carried interestiwlepend on the valuation by the
general partner of the fund's investment.

. From time to time, one of our funds may seek teaff purchase or sale of an investment with omeawe of our other funds |
a so-called "cross transaction".

. The investors in our investment vehicles are basadwide variety of jurisdictions and take a widwiety of forms, and
consequently have diverging interests among therasdétom a regulatory, tax or legal perspectivevith respect to investment
policies and target risk/return profiles.

. We or our affiliates, including our capital marketssiness, may receive fees or other compensatioorinection with specific
transactions or different clients that may give tis conflicts. The decision to take on an oppatyun one of our businesses
may, as a practical matter, also limit the abitifyone or our other businesses to take advantagthef related opportunities.

In addition, our funds and accounts als@dt in a broad range of asset classes througheworporate capital structure. These
investments include investments in corporate l@atsdebt securities, preferred equity securitiesa@mmon equity securities. In certain ca
we may manage

59




Table of Contents

separate funds or accounts that invest in diffepants of the same company's capital structureekample, our fixed income funds may invest
in different classes of the same company's debn@mdmake debt investments in a company that issoviay one of our private equity funds.
In those cases, the interests of our funds anduatsonay not always be aligned, which could craataal or potential conflicts of interest or
the appearance of such conflicts. For example oboer private equity funds could have an interegiursuing an acquisition, divestiture or
other transaction that, in its judgment, could eweathe value of the private equity investmentnebeugh the proposed transaction would
subject one of our fixed income fund's debt investta to additional or increased risks. Finally, abitity to effectively implement a public
securities strategy may be limited to the exteat dontractual obligations entered into in the wady course of our private equity business
impose restrictions on our engaging in transactibaswe may be interested in otherwise pursuing.

We may also cause different investment $ulodnvest in a single portfolio company, for exgewhere the fund that made an initial
investment no longer has capital available to inv@enflicts may also arise where we make principaéstments for our own account or
permit employees to invest alongside our investmehicles or our balance sheet for their own actdarcertain cases, we may require that a
transaction or investment be approved by an inddgr@nvaluation expert, be subject to a fairnessiopj be based on arms-length pricing data
or be calculated in accordance with a formula ptegifor in a fund's governing documents prior ®¢bmpletion of the relevant transaction to
address potential conflicts of interest. Such insta include principal transactions where we oraffiliates warehouse an investment in a
portfolio company for the benefit of one or moreoaf funds or accounts pending the contributionarimitted capital by the investors in such
funds or accounts, follown investments by a fund other than a fund whicderen initial investment in a company or transagim which we
arrange for one of our funds or accounts to bugcaisty from, or sell a security to, another oneof funds or accounts.

Appropriately dealing with conflicts of arest is complex and difficult and we could suffgputational damage or potential liability if we
fail, or appear to fail, to deal appropriately withnflicts as they arise. Regulatory scrutiny oflitigation in connection with, conflicts of
interest could have a material adverse effect anmeputation which could in turn materially advdysaffect our business in a number of ways,
including as a result of an inability to raise dutgtial funds and a reluctance of counterpartiedotbusiness with us.

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

Our business would be adversely affectédifl, the publicly traded specialty finance compamgnaged by us, was to be deemed to t
investment company under the Investment CompanyAperson will generally be deemed to be an "itmesit company" for purposes of the
Investment Company Act if, absent an available ptioa or exemption, it (i) is or holds itself owg being engaged primarily, or proposes to
engage primarily, in the business of investingavesting or trading in securities; or (ii) ownspsoposes to acquire investment securities
having a value exceeding 40% of the value of italassets (exclusive of U.S. government securigscash items) on an unconsolidated
basis. We believe KFN is not and does not propodetprimarily engaged in the business of investiagvesting or trading in securities, and
we do not believe that KFN has held itself outwashs KFN conducts its operations primarily throutghmajority-owned subsidiaries, each of
which is either outside of the definition of an @stment company as defined in the Investment Comnpahor excepted from such definition
under the Investment Company Act. KFN monitordd&lings regularly to confirm its continued complia with the 40% test described in
clause (ii) above, and restricts its subsidiarié¢h vespect to the assets in which each of themiroaast and/or the types of securities each of
them may issue in order to ensure conformity wibeptions provided by, and rules and regulatioosmqigated under, the Investment
Company Act. If the SEC were to disagree
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with KFN's treatment of one or more of its subgidia as being excepted from the Investment Companywith its determination that one or
more of its other holdings are not investment séesrfor purposes of the 40% test, or with itsedetinations as to the nature of its business or
the manner in which it holds itself out, KFN anddore or more of its subsidiaries could be requéaigiker (i) to change substantially the manner
in which it conducts its operations to avoid besudpject to the Investment Company Act or (i) tgis¢éer as an investment company. Either of
these would likely have a material adverse effeckBN, its ability to service its indebtedness émdnake distributions on its shares, and on
the market price of its shares and securities,cantt thereby materially adversely affect our bass) financial condition and results of
operations.

On August 31, 2011 the SEC published amade notice of proposed rulemaking regarding Ral& and a concept release seeking
information on Section 3(c)(5)(C), two provisionghlwwhich KFN's subsidiaries must comply under 40086 test described above. Among the
issues for which the SEC has requested commertiésher Rule 3a-7 should be modified so that parempanies of subsidiaries that rely on
Rule 3a-7 should treat their interests in suchigiidrges as investment securities for purposef@#0% test. The SEC is also seeking
information about the nature of entities that inesnortgages and mortgage-related pools and hev6EC staff's interpretive positions in
connection with Section 3(c)(5)(C) affect thesdtms Any guidance or action from the SEC or ttdffs including changes that the SEC may
ultimately propose and adopt to the way Rule 3ggiias to entities or new or modified interpretp@sitions related to Section 3(c)(5)(C),
could further inhibit KFN's ability, or the abilityf any of its subsidiaries, to pursue its curt@nfuture operating strategies, which could have a
material adverse effect on KFN and on us.

Investments by our long/short equity strategy anayaother hedge funds and similar investment vehghkre subject to numerous addition
risks.

Investments by one or more hedge fundsrarestment vehicles with similar characteristicattive currently advise or may organize in
the future are subject to numerous additional risiduding the following:

. Our long/short equity strategy is newly establishétthout any operating history, and we do not hamg significant track record
as a hedge fund manager.

. Generally, there are few limitations on the exemutf a hedge funds' investment strategies, whielsabject to the so
discretion of the management company or the geparater of such funds.

. Hedge funds may engage in short selling, whicluigest to the theoretically unlimited risk of ldsscause there is no limit on
how much the price of a security may appreciatereethe short position is closed out. A fund maysbleject to losses if a
security lender demands return of the lent seegriind an alternative lending source cannot bedfouif the fund is otherwise
unable to borrow securities that are necessargdgéits positions.

. Hedge funds and investment vehicles with similarahteristics are exposed to the risk that a copatty will not settle
transaction in accordance with its terms and canmstbecause of a dispute over the terms of theaxin(whether or not bona
fide) or because of a credit or liquidity probleifmjs causing the fund to suffer a loss. Counteypésk is accentuated for
contracts with longer maturities where events nmégrivene to prevent settlement, or where the fiasddoncentrated its
transactions with a single or small group of corpaeties. Generally, hedge funds and investmernitiehwith similar
characteristics are not restricted from dealindnaity particular counterparty or from concentrating or all of their
transactions with one counterparty. Moreover, tivefs internal consideration of the creditworthinektheir counterparties m
prove insufficient. The absence of a regulated etk facilitate settlement may increase the paéfar losses.
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. Credit risk may arise through a default by oneesfesal large institutions that are dependent onam¢her to meet their
liquidity or operational needs, so that a defaylbhe institution causes a series of defaults byother institutions. This syster
risk may adversely affect the financial intermegiai(such as clearing agencies, clearing housegspsecurities firms and
exchanges) with which the hedge funds and investrehicles with similar characteristics interactadaily basis.

. The efficacy of investment and trading strategiegenhd largely on the ability to establish and naiman overall market positi
in a combination of financial instruments. A hedged's trading orders may not be executed in alyiraed efficient manner du
to various circumstances, including systems fadurehuman error. In such event, the funds might be able to acquire some
but not all of the components of the position,fdhé overall position were to need adjustment ftimels might not be able to
make such adjustment. As a result, the funds woalde able to achieve the market position seldoyetthe management
company or general partner of such funds, and ninglotr a loss in liquidating their position.

. Hedge funds are subject to risks due to potentiglidity of assets. Hedge funds may make invesitmer hold trading positio
in markets that are volatile and which may becdlfiggiid. Timely divestiture or sale of trading ptishs can be impaired by
decreased trading volume, increased price volgtidibncentrated trading positions, limitations be &bility to transfer positions
in highly specialized or structured transactiong/kich they may be a party, and changes in indwstd/government regulatiol
It may be impossible or costly for hedge fundsdaitlate positions rapidly in order to meet margafis, redemption requests or
otherwise, particularly if there are other markattigipants seeking to dispose of similar asseteatame time or the relevant
market is otherwise moving against a position dhanevent of trading halts or daily price movemanits on the market or
otherwise. In addition in a declining market othie event fund investors otherwise demand greipeidity, the pace of
redemptions could accelerate requiring us to ssk# on unfavorable terms.

Risks Related to Our Common Units
The requirements of being a public entity and susiag growth may strain our resources.

Our common units commenced trading on th&HN on July 15, 2010 and we are subject to thertieygprequirements of the Exchange
Act, and requirements of the Sarbanes-Oxley AQO8R2, or the Sarbanes-Oxley Act. These requirenpdate a certain level of strain on our
systems and resources. The Exchange Act requiaesvthfile annual, quarterly and current reporthwespect to our business and financial
condition. The Sarbanes-Oxley Act requires thatveéntain effective disclosure controls and procedwand internal controls over financial
reporting. In order to maintain and improve thesefiveness of our disclosure controls and proceglsignificant resources and management
oversight will be required. In addition, sustainimgr growth may also continue to require us to canaetditional management, operational and
financial resources to identify new professionalfin the firm and to maintain appropriate openadl and financial systems to adequately
support expansion. These activities may divert rganmeent's attention from other business concernghvwdould have a material adverse effect
on our business, financial condition, results aéraions and cash flows. We have incurred andowittinue to incur additional costs for
expenses for compliance with the Sarba@akey Act and rules of the SEC and the NYSE, hiidaglitional accounting, legal and administra
personnel, and various other costs related to keeimgplic company.
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As a limited partnership, we qualify for some exetigms from the corporate governance and other regaments of the NYSE

We are a limited partnership and, as altiegualify for exceptions from certain corporaigvgrnance and other requirements of the rules
of the NYSE. Pursuant to these exceptions, limii@dnerships may elect, and we have elected, nairtwly with certain corporate governa
requirements of the NYSE, including the requirerse(ij that the listed company have a nominating @rporate governance committee that
is composed entirely of independent directors; @hthat the listed company have a compensationritee that is composed entirely of
independent directors. In addition, as a limitedrship, we are not required to hold annual whittr meetings. Accordingly, you do not
have the same protections afforded to equity heldéentities that are subject to all of the cogbergovernance requirements of the NYSE.

Our founders are able to determine the outcome afyanatter that may be submitted for a vote of oumited partners.

As of February 23, 2012, KKR Holdings ow#1,666,211 KKR Group Partnership Units, and oingipals generally have sufficient
voting power to determine the outcome of those tigatters that may be submitted for a vote of thelérsl of our common units, including a
merger or consolidation of our business, a sakdlafr substantially all of our assets and amendm&nour partnership agreement that may be
material to holders of our common units. In additiour limited partnership agreement contains siows that enable us to take actions that
would materially and adversely affect all holdef®or common units or a particular class of hold#reommon units upon the majority vote of
all outstanding voting units, and since more thamagority of our voting units are controlled by Kkibldings, KKR Holdings has the ability
take actions that could materially and adversdigcathe holders of our common units either as alevbr as a particular class.

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

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

Our limited partnership agreement contairewisions that require holders of our common uttit&/aive or consent to conduct by our
Managing Partner and its affiliates that might otfise raise issues about compliance with fiducauties or applicable law. For example, our
limited partnership agreement provides that wharManaging Partner is acting in its individual ceipg as opposed to in its capacity as our
Managing Partner, it may act without any fiduciabligations to holders of our common units, whateseWhen our Managing Partner, in its
capacity as our general partner, or our confliotmmittee is permitted to or required to make agleniin its "sole discretion" or "discretion”
that it deems "necessary or appropriate" or "necgsy advisable," then our
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Managing Partner or the conflicts committee willdygitled to consider only such interests and facés it desires, including its own interests,
and will have no duty or obligation (fiduciary atherwise) to give any consideration to any inteodsir factors affecting us or any holder of
our common units and will not be subject to anyedédnt standards imposed by our limited partneragigement, the Delaware Revised
Uniform Limited Partnership Act, which is referremas the Delaware Limited Partnership Act, or uradg other law, rule or regulation or in
equity. These standards reduce the obligationshiohwour Managing Partner would otherwise be h&&k also "—We are a Delaware limited
partnership, and there are provisions in our lichppartnership agreement regarding exculpation agennification of our officers and direct:
that differ from the Delaware General Corporati@wl(DGCL) in a manner that may be less protectivb® interests of our common
unitholders."

The above modifications of fiduciary dutaee expressly permitted by Delaware law. Henceameeholders of our common units will o
have recourse and be able to seek remedies againstanaging Partner if our Managing Partner breadts obligations pursuant to our
limited partnership agreement. Unless our Managiagner breaches its obligations pursuant to aitdd partnership agreement, we and
holders of our common units will not have any rasewagainst our Managing Partner even if our Marggiartner were to act in a manner that
was inconsistent with traditional fiduciary duti€arthermore, even if there has been a breacheddltiigations set forth in our limited
partnership agreement, our limited partnershipeagent provides that our Managing Partner and fisest and directors will not be liable to
us or holders of our common units, for errors algjmnent or for any acts or omissions unless thesebban a final and naappealable judgme
by a court of competent jurisdiction determiningttbur Managing Partner or its officers and diresticted in bad faith or engaged in fraud or
willful misconduct. These provisions are detrimémtethe holders of our common units because thstrict the remedies available to
unitholders for actions that without such limitatsomight constitute breaches of duty including ¢iduy duties.

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

Also, if our Managing Partner obtains tippval of the conflicts committee of our ManagPagrtner, the resolution will be conclusively
deemed to be fair and reasonable to us and na&azlbiby our Managing Partner of any duties it mag to us or holders of our common units.
This is different from the situation with Delawarerporations, where a conflict resolution by a cdttem consisting solely of independent
directors may, in certain circumstances, merelft ¢ine burden of demonstrating unfairness to tlaéngiff. If you purchase, receive or otherw
hold a common unit, you will be treated as haviogsented to the provisions set forth in our limipedtnership agreement, including
provisions regarding conflicts of interest situadhat, in the absence of such provisions, mightdnsidered a breach of fiduciary or other
duties under applicable state law. As a resulthotders will, as a practical matter, not be ablsuccessfully challenge an informed decision
by the conflicts committee.

We have also agreed to indemnify our Mamgdiartner and any of its affiliates and any mempartner, tax matters partner, officer,
director, employee agent, fiduciary or trustee wf partnership, our Managing Partner or any ofaffiliates and certain other specified
persons, to the fullest extent
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permitted by law, against any and all losses, dalamages, liabilities, joint or several, exper{seduding legal fees and expenses),
judgments, fines, penalties, interest, settlementgher amounts incurred by our Managing Partné¢hese other persons. We have agree¢
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 claims, suits, actions or proceedingscerning the matters described above or any otlagter arising out of or relating in any way
the limited partnership agreement may only be bnbirgthe Court of Chancery of the State of Delawa, if such court does not have subject
matter jurisdiction thereof, any other court in SBtate of Delaware with subject matter jurisdiction

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

The market price of our common units mayighly volatile and could be subject to wide fluations. In addition, the trading volume in
our common units may fluctuate and cause signifipaice variations to occur. If the market priceoof common units declines significantly,
you may be unable to sell your common units attaadive price, if at all. The market price of @ammon units may fluctuate or decli
significantly in the future. Some of the factorattibould negatively affect the price of our comnumits or result in fluctuations in the price or
trading volume of our common units include:

. variations in our quarterly operating results atidbutions, which may be substantial;

. our policy of taking a long-term perspective on ingknvestment, operational and strategic decisiatéch is expected to
result in significant and unpredictable variatiam®ur quarterly returns;

. failure to meet analysts' earnings estimates;

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

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

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

. changes in market valuations of similar compar

. speculation in the press or investment commu

. changes or proposed changes in laws or regulatiodsfering interpretations thereof affecting dwrsiness or enforcement of

these laws and regulations, or announcementsrrgledithese matters;

. a lack of liquidity in the trading of our commonits
. adverse publicity about the investment managemeptivate equity industry generally or individualsdals, specifically; and
. general market and economic conditions.
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An investment in our common units is not an invesnt in any of our funds, and the assets and revesiwé our funds are not directl
available to us.

Our common units are securities of KKR & CdP. only. While our historical consolidated asaimbined financial information includes
financial information, including assets and reven# certain funds on a consolidated basis, anduture financial information will continue
to consolidate certain of these funds, such assetsevenues are available to the fund and nog &xaept to a limited extent through
management fees, carried interest or other incetmisome, distributions and other proceeds arifimg agreements with funds, as discusst
more detail in this report.

Our common unit price may decline due to the largember of common units eligible for future sale, f@xchange, and issuable pursuant
our equity incentive plan.

The market price of our common units caldgline as a result of sales of a large numbeowfnaon units in the market or the perception
that such sales could occur. These sales, or tha&lplity that these sales may occur, also mighteriamore difficult for us to sell common
units in the future at a time and at a price thatdeem appropriate. As of February 23, 2012, we 281,698,206 common units outstanding,
which amount excludes common units beneficially edvby KKR Holdings in the form of KKR Group Partakip Units discussed below and
common units available for future issuance undeKR & Co. L.P. 2010 Equity Incentive Plan, whisfe refer to as our Equity Incentive
Plan.

As of February 23, 2012, KKR Holdings ow#isl,666,211 KKR Group Partnership Units that magkehanged, on a quarterly basis, for
our common units on a one-for-one basis, subjectisbomary conversion rate adjustments for split#t, distributions and reclassifications.
Except for interests held by our founders and @eitaerests held by other principals that weret@gsipon grant, interests in KKR Holdings
that are held by our principals are subject to tirased vesting or performance based vesting alholwfog such vesting, additional restrictions
in certain cases on exchanges for a period of ohem@years. During 2011, 35,806,722 previouslyested units in KKR Holdings vested. The
market price of our common units could decline assalt of the exchange or the perception thatxahange may occur of a large number of
KKR Group Partnership Units for our common unitee$e exchanges, or the possibility that these eggasamay occur, also might make it
more difficult for holders of our common units tellsour common units in the future at a time and atice that they deem appropriate.

In addition, we will continue to issue ailstial common units pursuant to our Equity Inceat®lan. The total number of common units
which may be issued under our Equity Incentive Ragquivalent to 15% of the number of fully dildteommon units outstanding as of the
beginning of the year. The amount may be increasetl year to the extent that we issue additionaitedn addition, our limited partnership
agreement authorizes us to issue an unlimited nupfedditional partnership securities and optioights, warrants and appreciation rights
relating to partnership securities for the consitlen and on the terms and conditions establislyezlib Managing Partner in its sole discretion
without the approval of our unitholders, includisgyards representing our common units under thetfEtnientive Plan. See "Executive
Compensation". In accordance with the Delaware techPartnership Act and the provisions of our paghip agreement, we may also issue
additional partner interests that have designatipreferences, rights, powers and duties that iffiexeht from, and may be senior to, those
applicable to our common units.
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Risks Related to Our Organizational Structure

Potential conflicts of interest may arise among oMianaging Partner, our affiliates and us. Our Managg Partner and our affiliates hawvt
limited fiduciary duties to us and the holders oKIR Group Partnership Units, which may permit therm tavor their own interests to our
detriment and that of the holders of KKR Group Padrship Units.

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

. Our Managing Partner indirectly through its holdifgcontrolling entities determines the amount imdng of the KKR Group
Partnership's investments and dispositions, indieletes, issuances of additional partner interesstdiabilities and amounts of
reserves, each of which can affect the amountsif taat is available for distribution to holderskdR Group Partnership Unit

. Our Managing Partner is allowed to take into actdlo@ interests of parties other than us in resgldonflicts of interest, whic
has the effect of limiting its duties, includinglficiary duties, to us. For example, our affiliatest serve as the general partners
of our funds have fiduciary and contractual obligas$ to our fund investors, and such obligationy weuse such affiliates to
regularly take actions that might adversely affeat near-term results of operations or cash flowr anaging Partner will
have no obligation to intervene in, or to notifyafssuch actions by such affiliates;

. Because our principals indirectly hold their KKRo@p Partnership Units through entities that aresabject to corporal
income taxation and we hold some of the KKR Groagriership Units through one or more wholly-ownetssdiaries that are
taxable as a corporation, conflicts may arise betwaur principals and us relating to the selecsiod structuring of investmen
declaring distributions and other matters;

. Our Managing Partner, including its directors affeters, has limited its and their liability anddwced or eliminated its and th
duties, including fiduciary duties, under our parship agreement to the fullest extent permittethioy while also restricting tt
remedies available to holders of common units @ioas that, without these limitations, might cogée breaches of duty,
including fiduciary duties. In addition, we haveregd to indemnify our Managing Partner, includitsgdirectors and officers,
and our Managing Partner's affiliates to the fuleegent permitted by law, except with respectdoduct involving bad faith,
fraud or willful misconduct;

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

. Our Managing Partner determines how much debt weriand that decision may adversely affect anyitratings we receive;
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. Our Managing Partner determines which costs indupseit and its affiliates are reimbursable by us;

. Other than as set forth in the confidentiality aeskrictive covenant agreements, which in certases may only be agreeme
between our principals and KKR Holdings and whiciiymot be enforceable by us or otherwise waivedifieal or amended,
affiliates of our Managing Partner and existing &mner personnel employed by our Managing Parinemot prohibited from
engaging in other businesses or activities, inclgdhose that might be in direct competition with u

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

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

See "Certain Relationships and Related Saetions, and Director Independence.”

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

All of our Managing Partner's outstanding<3 A shares are held by our senior principalthcAigh the affirmative vote of a majority of
the directors of our Managing Partner is requiadaiy action to be taken by our Managing Partierasd of directors, certain specified
actions approved by our Managing Partner's boarire€tors will also require the approval of a nmgyoof the Class A shares of our Manag
Partner. These actions consist of the following:

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

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

. the adoption by us of a shareholder rights

. the amendment of our limited partnership agreeroettie limited partnership agreements of the KKR@rPartnership:
. the exchange or disposition of all or substantiallyof our assets or the assets of any KKR Groanpriérship;

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

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

Group Partnerships;

. the appointment or removal of a Chief Executivei€eif or a Co-Chief Executive Officer of our ManagjiRartner or our
partnership;

. the termination of the employment of any of ouiic#fs or the officers of any of our subsidiariesha termination of th
association of a partner with any of our subsiém®rin each case, without cause;
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. the liquidation or dissolution of the partnerstopy Managing Partner or any KKR Group Partnershiya

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

In addition, holders representing a majority of @lass A shares of our Managing Partner have ttieodty to unilaterally appoint our
Managing Partner's directors and also have théyatulappoint the officers of our Managing Partidessrs. Kravis and Roberts collectively
hold Class A shares representing a majority otaked voting power of the outstanding Class A sha¥&hile neither of them acting alone will
be able to control the voting of the Class A shattesy will be able to control the voting of sudtages if they act together.

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

Our common unitholders do not elect our Bging Partner or its board of directors and, unifiieeholders of common stock in a
corporation, have only limited voting rights on teas affecting our business and therefore limiteititg to influence decisions regarding our
business. Furthermore, if our common unitholdeesdissatisfied with the performance of our Manad®agtner, they have no ability to remove
our Managing Partner, with or without cause.

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

Our Managing Partner may transfer its galngartner interest to a third party in a mergecamsolidation or in a transfer of all or
substantially all of its assets without our congarthe consent of our common unitholders. Furtloeenthe members of our Managing Partner
may sell or transfer all or part of their limitdebility company interests in our Managing Partwé&hout our approval, subject to certain
restrictions. A new general partner may not beimglior able to form new funds and could form futtist have investment objectives and
governing terms that differ materially from thodeoar current funds. A new owner could also hawfi@rent investment philosophy, employ
investment professionals who are less experiermednsuccessful in identifying investment oppotiasior have a track record that is not as
successful as our track record. If any of the foneg were to occur, we could experience difficultynaking new investments, and the value of
our existing investments, our business, our restdiltgperations and our financial condition couldtenilly suffer.

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

We intend to pay cash distributions on arterly basis. We are a holding company and haveaterial assets other than the KKR Group
Partnership Units that we hold through wholly-owsedsidiaries and have no independent means ofa@meincome. Accordingly, we
intend to cause the KKR Group Partnerships to naiidteibutions on the KKR Group Partnership Unitgliding KKR Group Partnership
Units that we directly or indirectly hold, in order provide us with sufficient amounts to fund ditions we may declare. If the KKR Group
Partnerships make such distributions, other holdekKR Group Partnership Units, including KKR Haids, will be entitled to receive
equivalent distributions pro rata based on theilRK&roup Partnership Units.

The declaration and payment of any futuséributions will be at the sole discretion of ddanaging Partner, which may change our
distribution policy at any time. Our Managing Partwill take into account general economic and ess conditions, our strategic plans and
prospects, our
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business and investment opportunities, our findrcoiadition and operating results, compensatioreagp, working capital requirements and
anticipated cash needs, debt and contractualagsis and obligations (including payment obligatigoursuant to the tax receivable
agreement), legal, tax and regulatory restrictioastrictions or other implications on the paymefdistributions by us to the holders of KKR
Group Partnership Units or by our subsidiariessg@nd such other factors as our Managing Partngrdeem relevant. Under the Delaware
Limited Partnership Act, we may not make a distiliuto a partner if after the distribution all diabilities, other than liabilities to partners on
account of their partnership interests and lidbgifor which the recourse of creditors is limitedspecific property of the partnership, would
exceed the fair value of our assets. If we wemaaée such an impermissible distribution, any limhipartner who received a distribution and
knew at the time of the distribution that the disition was in violation of the Delaware LimitedrBeership Act would be liable to us for the
amount of the distribution for three years. Funthere, by paying cash distributions rather than $ting that cash in our businesses, we risk
slowing the pace of our growth, or not having disigint amount of cash to fund our operations, m@vestments or unanticipated capital
expenditures, should the need arise.

Our ability to characterize such distribas as capital gains or qualified dividend inconeay e 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 one or more of our intermediate ingldompanies are required to acquire KKR Grougrieaship Units from time to time
pursuant to our exchange agreement with KKR Holsliffi the extent this occurs, the exchanges arectaqh to result in an increase in one of
our intermediate holding company's share of thébtesis of the tangible and intangible assets of Kk@&agement Holdings L.P., primarily
attributable to a portion of the goodwill inherémour business, that would not otherwise have lzemilable. This increase in tax basis may
increase (for tax purposes) depreciation and aratitin and therefore reduce the amount of incometa intermediate holding companies
would otherwise be required to pay in the futurieisTincrease in tax basis may also decrease gaindi@ase loss) on future dispositions of
certain capital assets to the extent tax basiboisaded to those capital assets.

We are party to a tax receivable agreeméthtKKR Holdings requiring our intermediate holdisompany to pay to KKR Holdings or
transferees of its KKR Group Partnership Units 8#%he amount of cash savings, if any, in U.S. fatjetate and local income tax that the
intermediate holding companies actually realiza assult of this increase in tax basis, as wei%¥% of the amount of any such savings the
intermediate holding companies actually realiza assult of increases in tax basis that arise ddiettire payments under the agreement. A
termination of the agreement or a change of cortiald give rise to similar payments based on tasngs that we would be deemed to realize
in connection with such events. This payment oliligewill be an obligation of our intermediate hiig companies and not of either KKR
Group Partnership. In the event that any of ourantror future subsidiaries become taxable as catipms and acquire KKR Group Partner:
Units in the future, or if we become taxable a®goration for U.S. federal income tax purposesgwgect that each such entity will become
subject to a tax receivable agreement with sulistBnsimilar terms. While the actual increasean basis, as well as the amount and timing of
any payments under this agreement, will vary dependpon a number of factors, including the timofgexchanges, the price of our common
units at the time of the exchange, the extent tmhvhuch exchanges are taxable and the amountraimdytof our taxable income, we expect
that as a result of the size of the increasesdnék basis of the tangible and intangible asdetseoKKR Group Partnerships, the payments that
we
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may be required to make to our existing owners bélsubstantial. The payments under the tax reloleiagreement are not conditioned upon
our existing owners' continued ownership of us.Mé#&g need to incur debt to finance payments undetak receivable agreement to the extent
our cash resources are insufficient to meet ougatibns under the tax receivable agreement asudt raf timing discrepancies or otherwise. In
particular, our intermediate holding companiesigailons under the tax receivable agreement woeldffectively accelerated in the event of
an early termination of the tax receivable agredrbgrour intermediate holding companies or in therg of certain mergers, asset sales and
other forms of business combinations or other charg control. In these situations, our obligatianger the tax receivable agreement could
have a substantial negative impact on our liquidity

Payments under the tax receivable agreemiéirite based upon the tax reporting positions tha Managing Partner will determine. We
are not aware of any issue that would cause the¢dR8allenge a tax basis increase. However, meifK& Holdings nor its transferees will
reimburse us for any payments previously made uthdetax receivable agreement if such tax basig@se, or the tax benefits we claim
arising from such increase, is successfully chgkehby the IRS. As a result, in certain circumstanpayments to KKR Holdings or its
transferees under the tax receivable agreemend t@uin excess of the intermediate holding com@aish tax savings. The intermediate
holding companies' ability to achieve benefits frany tax basis increase, and the payments to be oratkr this agreement, will depend upon
a number of factors, as discussed above, incluti@giming and amount of our future income.

If we were deemed to be an "investment company" jgabto regulation under the Investment Company Aapplicable restrictions coul
make it impractical for us to continue our business contemplated and could have a material adverect 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 prinyadk proposes to engage primarily, in the busidssvesting, reinvesting ¢
trading in securities; or

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

We believe that we are engaged primarilthenbusiness of providing investment managememicgs and not in the business of invesi
reinvesting or trading in securities. We regardselues as an investment management firm and dprapbse to engage primarily in the
business of investing, reinvesting or trading iows#ies. Accordingly, we do not believe that we an "orthodox" investment company as
defined in Section 3(a)(1)(A) of the Investment Qamy Act and described in the first bullet pointagy.

With regard to the provision describedhia second bullet point above, we have no matesidta other than our equity interests in
subsidiaries, which in turn have no material asstiter than equity interests, directly or indirgcth the KKR Group Partnerships. Through
these interests, we indirectly are the sole gemndhers of the KKR Group Partnerships and indiyeare vested with all management and
control over the KKR Group Partnerships. We dobwteve our equity interests in our subsidiariesiavestment securities, and we believe
that the capital interests of the general partoémur funds in their respective funds are neigesgurities nor investment securities.
Accordingly, based on our determination, less #@%b of the partnership's total assets (exclusivd.8f government securities and cash items)
on an unconsolidated basis are comprised of agsdtsould be considered investment securitiethifregard, as a result of the Combination
Transaction, we succeeded to a significant numbigivestment securities previously held by KPE aod held by
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our KKR Group Partnerships. In addition, we exgeanake investments in other investment securitgas time to time. We monitor these
holdings regularly to confirm our continued comptia with the 40% test described in the second it above. The need to comply with
this 40% test may cause us to restrict our busiaegdssubsidiaries with respect to the assets islwilve can invest and/or the types of secul
we may issue, sell investment securities, includinginfavorable terms, acquire assets or businéisaesould change the nature of our
business or potentially take other actions whicly maviewed as adverse by the holders of our commnds, in order to ensure conformity
with exceptions provided by, and rules and regoitetipromulgated under, the Investment Company Act.

The Investment Company Act and the rulesainder contain detailed parameters for the ozgéion and operation of investment
companies. Among other things, the Investment Compet and the rules thereunder limit or prohibétrtsactions with affiliates, impose
limitations on the issuance of debt and equity g8es, generally prohibit the issuance of optiamsl impose certain governance requirements.
We intend to conduct our operations so that wemdgtlbe deemed to be an investment company undéntlestment Company Act. If anyth
were to happen which would cause the partnershife tdleemed to be an investment company under Westinent Company Act, requireme
imposed by the Investment Company Act, includingjttations on our capital structure, ability to tsaot business with affiliates (including us)
and ability to compensate key employees, would nitakepractical for us to continue our businesgassently conducted, impair the
agreements and arrangements between and amonartherphip, the KKR Group Partnerships and KKR kagd, or any combination there
and materially adversely affect our business, fongrcondition and results of operations. In addifiwe may be required to limit the amount of
investments that we make as a principal, poteptdillest assets acquired in the Combination Traimaor otherwise conduct our business
manner that does not subject it to the registradinth other requirements of the Investment Compasty A

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

Our limited partnership agreement provithed to the fullest extent permitted by applicdble our directors or officers will not be liable
to us. However, under the DGCL, a director or @ffiszvould be liable to us for (i) breach of dutyl@falty to us or our shareholders,
(i) intentional misconduct or knowing violation§ the law that are not done in good faith, (iii)groper redemption of shares or declaration of
dividend, or (iv) a transaction from which the dit@ derived an improper personal benefit. In addjtour limited partnership agreement
provides that we indemnify our directors and officor acts or omissions to the fullest extent ped by law. However, under the DGCL, a
corporation can only indemnify directors and off&céor acts or omissions if the director or offieeted in good faith, in a manner he
reasonably believed to be in the best interestseo€orporation, and, in criminal action, if thdicér or director had no reasonable cause to
believe his conduct was unlawful. Accordingly, diorited partnership agreement may be less proteatfthe interests of our common
unitholders, when compared to the DGCL, insofait esdates to the exculpation and indemnificatidroor officers and directors. See also "—
Our limited partnership agreement contains prowmssithat reduce or eliminate duties (including fidug duties) of our limited partner and lir
remedies available for unitholders for actions thaght otherwise constitute a breach of duty. It aé difficult for unitholders to successfully
challenge a resolution of a conflict of interestday Managing Partner or by its conflicts committee
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Risks Related to U.S. Taxation

If we were treated as a corporation for U.S. fedeirecome tax or state tax purposes, then our dibtriions to you would be substantial
reduced and the value of our common units 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 incomegdagined in Section 7704 of the Internal
Revenue Code, and that our partnership not beteegisunder the Investment Company Act. Qualifyingpme generally includes dividends,
interest, capital gains from the sale or otherah#ipn of stocks and securities and certain oftiens of investment income. We intend to
structure our investments so as to satisfy theqpainements, including by generally holding invesirsethat generate non-qualifying income
through one or more subsidiaries that are treatamgporations for U.S. federal income tax purposiesmetheless, we may not meet these
requirements, may not correctly identify investnsathiat should be owned through corporate subsédiaor current law may change so as to
cause, in any of these events, us to be treatadtagporation for U.S. federal income tax purpasestherwise subject us to U.S. federal
income tax. We have not requested, and do nottplaequest, a ruling from the IRS, on this or atheo matter affecting us.

If we were treated as a corporation for.Jefleral income tax purposes, we would pay U.&eral, state and local income tax on our
taxable income at the applicable tax rates. Distiiims to you would generally be taxed again apa@te distributions, and no income, gains,
losses, deductions or credits would otherwise 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 todetéd as a corporation for U.S. federal or statenre tax purposes or otherwise subjecting
entity level taxation. See "—Risks Related to OusiBess—The U.S. Congress has considered legisiditid would have (i) in some cases
after a ten-year period, precluded us from qualdyas a partnership or required us to hold caintest through taxable subsidiary
corporations and (ii) taxed certain income and gainincreased rates. If any similar legislatiomexte be enacted and apply to us, the after tax
income and gain related to our business, as wéliemarket price of our units, could be reducBgtause of widespread state budget deficits,
several states are evaluating ways to subjectgrattips to entity level taxation through the imgtiosi of state income, franchise or other forms
of taxation. If any state were to impose a tax ups@s an entity, our distributions to you wouldéguced.

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

As long as 90% of our gross income for ¢aglable year constitutes qualifying income asraefiin Section 7704 of the Internal Revenue
Code and we are not required to register as arsimant company under the Investment Company Aet continuing basis, and assuming
there is no change in law, we will be treated,Ud8. federal income tax purposes, as a partnesstdmot as an association or a publicly traded
partnership taxable as a corporation. As a resuh,S. unitholder will be subject to U.S. fedestate, local and possibly, in some cases, for
income taxation on its allocable share of our it@fimcome, gain, loss, deduction and credit (idolg its allocable share of those items of any
entity in which we invest that is treated as amanghip or is otherwise subject to tax on a flovetigh basis) for each of our taxable years
ending with or within the unitholder's taxable yaagardless of whether or when such unitholdegives cash distributions. See "—Risks
Related to Our Business—The U.S. Congress hasdemesi legislation that would have (i) in some cadtsy a ten-year period, precluded us
from qualifying as a partnership or required ubdtd carried interest through taxable subsidiampomations and (ii) taxed certain income and
gains at increased rates. If any similar legistati@re to be enacted and apply to us, the afteintanme and gain related to our business, as
well as the market price of our units, could beucsst."
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You may not receive cash distributions étmgour allocable share of our net taxable incameven the tax liability that results from that
income. In addition, certain of our holdings, irdilug holdings, if any, in a controlled foreign corption, or a CFC, a passive foreign
investment company, or a PFIC, or entities treatepartnerships for U.S. federal income tax purpasay produce taxable income prior to
receipt of cash relating to such income, and heldéour common units that are U.S. taxpayers nearefuired to take such income into
account in determining their taxable income. Inelient of an inadvertent termination of the paghgr status for which the IRS has granted
limited relief, each holder of our common units neeyobligated to make such adjustments as the I&Breguire to maintain our status as a
partnership. Such adjustments may require the holafeour common units to recognize additional antsuin income during the years in wh
they hold such units. In addition, because of oathods of allocating income and gain among holdémir common units, you may be taxed
on amounts that accrued economically before yoarneca unitholder. For example, phantom income fitwerportfolio or due to operational
activities may arise during a month and be allat#deyou, creating taxable liability that KKR wouhét consider in a quarterly distribution
because KKR typically considers tax distributiomsam annual basis. Consequently, you may recogaiadble income without receiving any
cash.

Although we expect that distributions wekeahould be sufficient to cover a holder's takility in any given year that is attributable to
its investment in us, no assurances can be mathtbavill be the case. We will be under no ohliga to make any such distribution and, in
certain circumstances, may not be able to maked&tybutions or will only be able to make distrttmns in amounts less than a holder's tax
liability attributable to its investment in us. &addition, we anticipate making quarterly distrilba$ and typically consider tax distributions on
an annual basis but allocate taxable income onrahtyobasis. As a result, if you dispose of youmeoaon units, you may be allocated taxable
income during the time you held your common unitthewut receiving any cash distributions correspagdp that period. Accordingly, each
holder should ensure that it has sufficient cag firom other sources to pay all tax liabilities.

Our interests in certain of our businesses will beld through intermediate holding companies, whiglill be treated as corporations for U.
federal income tax purposes; such corporations vii# liable for significant taxes and may create etradverse tax consequences, wh
could potentially adversely affect the value of ccommmon units.

In light of the publicly traded partnershiges under U.S. federal income tax laws and atbguirements, we will hold our interest in
certain of our businesses through intermediateihgldompanies, which will be treated as corporatifor U.S. federal income tax purposes.
These intermediate holding companies will be lidgbteU.S. federal income taxes on all of their talgsincome and applicable state, local and
other taxes. These taxes would reduce the amoudiswibutions available to be made on our commuitsuln addition, these taxes could be
increased if the IRS were to successfully reallckductions or income of the related entities notidg our business.

Changes in U.S. tax law could adversely affect alnility to raise funds from certain foreign invests.

Under the U.S. Foreign Account Tax Compd@ict, or FATCA, all entities in a broadly defineldss of foreign financial institutions, or
FFls, are required to comply with a complicated erpansive reporting regime or, beginning in 20delsubject to a 30% United States
withholding tax on certain U.S. payments (and beigig in 2015, a 30% withholding tax on gross prasefeom the sale of U.S. stocks and
securities) and non-U.S. entities which are nosFFe required to either certify they have no sl U.S. beneficial ownership or to report
certain information with respect to their substaintl.S. beneficial ownership or, beginning in 204, subject to a 30% U.S. withholding tax
certain U.S. payments (and beginning in 2015, a @80%tholding tax on gross proceeds from the
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sale of U.S. stocks and securities). The repodiiggations imposed under FATCA require FFIs tceeimto agreements with the IRS to obt
and disclose information about certain investorh®IRS. Regulations implementing FATCA have nettlyeen finalized. Recently issued
proposed regulations if finalized would delay thglementation of certain reporting requirementseurfeATCA but no assurance can be given
that the proposed regulations will be finalizedhat any final regulations will include any del#@ccordingly, some foreign investors may
hesitate to invest in U.S. funds until there is encertainty around FATCA implementation. In additithe administrative and economic costs
of compliance with FATCA may discourage some fondigvestors from investing in U.S. funds, which kcbadversely affect our ability to

raise funds from these investors.

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

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

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

Certain of our investments may be in fonetgrporations or may be acquired through a forsigsidiary that would be classified as a
corporation for U.S. federal income tax purposegshSan entity may be PFIC for U.S. federal incomepurposes. In addition, we may hold
certain investments in foreign corporations thatteeated as CFCs. Unitholders may experience se#i1S. tax consequences as a result of
holding an indirect interest in a PFIC or CFC. Tehasestments may produce taxable income pridnéaéceipt of cash relating to such
income, and unitholders that are U.S. taxpayernsb&irequired to take such income into accoungitenining their taxable income. In
addition, gain on the sale of a PFIC or CFC mayaliable at ordinary income rates.

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

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

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

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

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

We expect that we will be engaged in a tr&le or business for U.S. federal income tax gsep, including by reason of investments in
U.S. real property holding corporations and nattgaburce assets, such as real estate or oil anidggstments, in which case some portion of
its income would be treated as effectively conrgt@ddeome with respect to ndu-S. holders, or ECI. To the extent our incomeeéstied as EC
non-U.S. unitholders generally would be subjeatitihholding tax on their allocable share of suctoime, would be required to file a U.S.
federal income tax return for such year reporthgjrtallocable share of income effectively conndatéth such trade or business and any other
income treated as ECI, and would be subject to fédral income tax at regular U.S. tax rates gnsarch income (state and local income
taxes and filings may also apply in that event)nNbS. unitholders that are corporations may akssubject to a 30% branch profits tax on
their actual or deemed distributions of such incomeddition, distributions to non-U.S. unitholdehat are attributable to the sale of a U.S.
real property interest may also be subject to 30#thelding tax. Also, non-U.S. unitholders may libject to 30% withholding on allocations
of our income that are U.S. source fixed or deteailie annual or periodic income under the InteRelenue Code, unless an exemption from
or a reduced rate of such withholding applies arthin tax status information is provided.

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

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

We cannot match transferors and transferees of coomunits, and we will therefore adopt certain inc@&ax 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 andfgeees 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.

In addition, our taxable income and loss#isbe determined and apportioned among invesisisg conventions we regard as consistent
with applicable law. As a result, if you transfeuy common units, you may be allocated income,,dags and deduction realized by us after
the date of transfer. Similarly, a transferee mawlbocated income, gain, loss and deduction re@li®/ us prior to the date of the transferee's
acquisition of our common units. A transferee misp &ear the cost of withholding tax imposed withpect to income allocated to a transferor
through a reduction in the cash distributed totthesferee.
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The sale or exchange of 50% or more of our capiad profit interests will result in the terminatioof our partnership for U.S. federal
income tax purposes.

We will be considered to have been terneiddbr U.S. federal income tax purposes if thei@ sale or exchange of 50% or more of the
total interests in our capital and profits withidZzmonth period. A termination of our partnersiipuld, among other things, result in the
closing of our taxable year for all unitholders.

Holders of our common units may be subject to stdeeal and foreign taxes and return filing requireents as a result of owning such uni

In addition to U.S. federal income taxesders of our common units may be subject to ottwees, including state, local and foreign ta
unincorporated business taxes and estate, inhegiamintangible taxes that are imposed by theouarjurisdictions in which we do business or
own property now or in the future, even if the lesklof our common units do not reside in any oséhjorrisdictions. Holders of our common
units may be required to file state and local inedax returns and pay state and local income taxesme or all of these jurisdictions in the
U.S. and abroad. Further, holders of our commotsunay be subject to penalties for failure to conwpith those requirements. It is the
responsibility of each unitholder to file all Uf@deral, state, local and foreign tax returns thay be required of such unitholder. Our counsel
has not rendered an opinion on the state, loctdreign tax consequences of owning our units. ldithah our investments in real assets may
expose unitholders to additional adverse tax cammsees. See "—Our investments in real assets suaabestate and natural resources may
expose us to increased risks and liabilities angd ex@ose our unitholders to adverse tax conseqsénce

We may not be able to furnish to each unitholderesific tax information within 90 days after the cé& of each calendar year, which means
that holders of common units who are U.S. taxpayst®ould anticipate the need to file annually a reggt for an extension of the due date of
their income tax return.

As a publicly traded partnership, our ofiagaresults, including distributions of incomeyidiends, gains, losses or deductions, and
adjustments to carrying basis, will be reportedsehedule K-1 and distributed to each unitholdemuatip. It may require longer than 90 days
after the end of our fiscal year to obtain the isitgiinformation from all lower-tier entities shat Schedule K-1s may be prepared for the
unitholders. For this reason, holders of commoisumho are U.S. taxpayers should anticipate thd teeéle annually with the IRS (and
certain states) a request for an extension past Zpor the otherwise applicable due date of tireipme tax return for the taxable year.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

Our principal executive offices are locatedeased office space at 9 West 57th Street, Mewk, New York. We also lease the space for
our other offices. We do not own any real propeie consider these facilities to be suitable arebadte for the management and operations
of our business.

ITEM 3. LEGAL PROCEEDINGS

The section entitled "Litigation" appearingNote 13 "Commitments and Contingencies" of fmancial statements included elsewhere in
this report is incorporated herein by reference.

ITEM 4. MINE SAFETY DISCLOSURES
None.
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PART I

ITEM5. MARKET FOR REGISTRANT'S COMMON EQUITY, R ELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES.

Our common units representing limited parinterests are traded on the New York Stock Exghg"NYSE") under the symbol "KKR."
Our common units began trading on the NYSE on 16ly2010.

The following table sets forth the high dow intra-day sales prices per unit of our commuaits, for the periods indicated, as reported by
the NYSE.

Sales price
2011 2010
High Low High Low
First Quarte! $ 18.2¢ $ 14.0¢ N/A N/A
Second Quarte $ 19.1¢ $ 15.1C N/A N/A
Third Quartel $ 16.7C $ 10.0v $ 11.0¢ $ 8.64
Fourth Quarte $ 1456 $ 89t $ 1481 $ 10.4(

The number of holders of record of our canmnits as of February 23, 2012 was nine. Thisam include the number of unitholders
that hold shares in "street-name" through banksaker-dealers.

Distribution Policy

The following table presents the distribng paid to holders of our common units at theectfshusiness on the specified record date ¢
our common units began trading on the NYSE:

Payment Date Record Date Distribution per unit
September 8, 201 August 24, 201( $ 0.0¢
November 26, 201 November 12, 201 $ 0.1t

March 21, 201: March 7, 2011 $ 0.2¢
May 27, 2011 May 16, 2011 $ 0.21
August 30, 201: August 15, 201: $ 0.11
November 29, 201 November 14, 201 $ 0.1C

We have declared a distribution of $0.32qmemmon unit payable on March 6, 2012 to unithrddef record as of the close of business on
February 21, 2012.

We intend to make quarterly cash distritmsiin amounts that in the aggregate are expesteahistitute substantially all of the cash
earnings of our investment management businessyeaehn excess of amounts determined by us taebessary or appropriate to provide for
the conduct of our business, to make appropriatesiments in our business and our investment fandgo comply with applicable law and
any of our debt instruments or other agreementsd@\igot intend to distribute gains on principaléstments, other than certain additional
distributions that we may determine to make. Thaglditional distributions, if any, are intended twver certain tax liabilities, as calculated by
us. When KKR & Co. L.P. receives distributions frime KKR Group Partnerships (the holding companfesur business), KKR Holdings
receives its pro rata share of such distributisamfthe KKR Group Partnerships. For the purposesioflistribution policy, our distributions
are expected to consist of (i) FRE, (ii) carry digitions received from our investment funds whietve not been allocated as part of our carry
pool, and (iii) additional distributions for centaiaxes as described above. This amount is expexteelreduced by (i) corporate and applicable
local taxes, if any,
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(if) noncontrolling interests, and (iii) amountstelenined by us to be necessary or appropriatehfoconduct of our business and other matters
as discussed above.

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

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

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

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

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

The partnership agreements of the KKR Gi@agnerships provide for cash distributions, whioh referred to as tax distributions, to the
partners of such partnerships if we determinetti@taxable income of the relevant partnership gile rise to taxable income for its partners.
We expect that the KKR Group Partnerships will mekedistributions only to the extent distributidnem such partnerships for the relevant
year were otherwise insufficient to cover suchliakilities. Generally, these tax distributions asgected to be computed based on an esti
of the net taxable income of the relevant partripratiocable to a partner multiplied by an assunt@edrate equal to the highest effective
marginal combined U.S. federal, state and locadiime tax rate prescribed for an individual or cogperesident in New York, New York
(taking into account the non-deductibility of cémtaxpenses and the character of our income). Aiquoof any such tax distributions received
by us, net of amounts used by our subsidiariesiyatipeir tax liability, is expected to be distribdtby us. Such amounts are generally expected
to be sufficient to permit U.S. holders of KKR GpoRartnership Units to fund their estimated U.$.dbligations (including any federal, state
and local income taxes) with respect to their tistive shares of net income or gain, after takirtg account any withholding tax imposed on
us. There can be no assurance that, for any plarticalder, such distributions will be sufficientpay such holder's actual U.S. or non-U.S. tax
liability.

The declaration and payment of any distiiims are subject to the discretion of the boardidctors of our Managing Partner and the
terms of our limited partnership agreement. Tharele no assurance that distributions will be nesdietended or at all or that such
distributions will be sufficient to pay any partiat KKR & Co. L.P. unitholder's actual U.S. or nbhS. tax liability. In particular, the amount
and timing of distributions will depend upon a nwenbf factors, including, among others, our avddalash and current and anticipated cash
needs, including funding of investment commitmeartd debt service and future debt repayment obtigatigeneral economic and business
conditions; our strategic plans and prospectsyesults of operations and financial condition; capital requirements; legal, contractual and
regulatory restrictions on the payment of distritw$ by us or our subsidiaries, including restoieti contained in our debt agreements, and
other factors as the board of directors of our Mgmz Partner considers relevant. The Managing Bartray change the distribution policy at
any time. We are not currently restricted by angtact from making distributions to our unitholdesthough certain of our subsidiaries are
bound by credit agreements that contain certaimictsd payment and/or other covenants, which neelthe effect
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of limiting the amount of distributions that we edge from our subsidiaries. See "Management's Bison and Analysis of Financial Condit
and Results of Operations—Liquidity—Sources of Cabhaddition, under Section 17-607 of the Delasvaimited Partnership Act, we will
not be permitted to make a distribution if, aftesing effect to the distribution, our liabilitiesauld exceed the fair value of our assets.

Common Unit Repurchases in the Fourth Quarter of 201

No purchases of our common units were nigdes or on our behalf in the fourth quarter of year ended December 31, 2011. During
fourth quarter of 2011, 3,865,722 KKR Group Parshgr Units were exchanged by KKR Holdings and aungipals for an equal number of
our common units, resulting in an increase in aunership of the KKR Group Partnerships and a cpoeding decrease in the ownership of
the KKR Group Partnerships by KKR Holdings.

ITEM 6. SELECTED FINANCIAL DATA

The following tables set forth our seledtéstorical consolidated and combined financiabd@tas of and for the years ended
December 31, 2011, 2010, 2009, 2008 and 2007. \Afeedethe selected historical consolidated and doewbfinancial data as of
December 31, 2011 and 2010 and for the years emdogmber 31, 2011, 2010 and 2009 from the auditedolidated and combined financ
statements included elsewhere in this report. Wizeld the selected historical combined data asexfdinber 31, 2009, 2008 and 2007 and for
the years ended December 31, 2008 and 2007 froraunlited combined financial statements which aténmabuded in this report. You should
read the following data together with "ManagemeDt&ussion and Analysis of Financial Condition &wekbults of Operations" and our
consolidated and combined financial statementsrelated notes included elsewhere in this report.

Year Ended December 31,(1
2011 2010 2009 2008 2007
($ in thousands)

Statement of Operations

Data:
Feec $ 72362 $ 43538 $ 331,27 $ 23518 $ 862,26!
Less: Total Expense 1,214,00! 1,762,66: 1,195,71 418,38t 440,91(
Total Investment Incom

(Loss) 1,456,111 9,179,10: 7,753,80¢ (12,865,23) 1,991,78
Income (Loss) Before

Taxes 965,73: 7,851,83 6,889,36! (13,048,44) 2,413,13
Income Taxe: 89,24t 75,36( 36,99¢ 6,78¢ 12,06¢
Net Income (Loss 876,48t 7,776,47. 6,852,37. (13,055,23) 2,401,07.
Less: Net Income (Los!

Attributable to

Redeemable

Noncontrolling Interest 4,31¢ — — — —
Less: Net Income (Loss)

Attributable to

Noncontrolling Interest 870,24 7,443,29. 6,002,68( (11,850,76) 1,598,31l
Net Income (Loss

Attributable to

KKR & Co. L.P.(2) $ 1,921 $ 333,17¢ $ 849,68: $ (1,204,47) $ 802,76:
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October 1,

2009 through

December 31,

2009

Net Loss Attributable to
KKR & Co. L.P . $ (78,229
Distributions Declared per
KKR & Co. L.P. Commun Unit  $ 074 $ 0.6C $ 0.0¢ $ — % —
Net Income (Loss) Attributable to
KKR & Co. L.P. Per Common
Unit
Basic $ 0.01 $ 16z $ 0.35) $ — $ —
Diluted $ 0.01 $ 16z $ 0.3¢)) $ — $ —
Weighted Average Common Units
Outstanding
Basic 220,235,46 206,031,68 204,902,22 — —
Diluted 222,519,17 206,039,24 204,902,22 — —
Statement of Financial Condition
Data
(period end):
Total Asset: $ 4037764 $ 3839115 $ 30,221,11 $ 22,441,03 $ 32,842,79
Total Liabilities $ 2,692,99° $ 2,391,111 $ 2,859,631 $ 2,590,67. $ 2,575,63
Redeemable Noncontrolling Intere ~ $ 275,500 $ — % — 3 — % —
Noncontrolling Interest $ 36,08044 $ 3467354 $ 26,34763 $ 19,698,47 $ 28,749,81
Total KKR & Co. L.P. Partners'
Capital(3) $ 1,328,69: $ 1,326,49. $ 1,013,84' $ 151,87¢ $  1,517,34

(1)  The financial information reported for periods prio October 1, 2009 does not give effect to thenSactions.

(2) Subsequent to the Transactions, net income (lds#)aable to KKR & Co. L.P. reflects only thosmaunts that are
allocable to KKR & Co. L.P.'s interest in our Comé&d Business. Net income (loss) that is allocableur principals'
interest in our Combined Business is reflectedeinincome (loss) attributable to noncontrollingeinsts.

3) Total KKR & Co. L.P. partners' capital reflects pihe portion of equity attributable to KKR & Co.R. (representing
KKR & Co. L.P.'s 33.24% interest in our CombinedsBiess as of December 31, 2011) and differs frook balue
reported on a segment basis primarily as a restittieoexclusion of the equity impact of KKR ManagamHoldings
Corp. and allocations of equity to KKR Holdings. RKHoldings' 66.76% interest in our Combined Businas of
December 31, 2011 is reflected as noncontrollingrasts and is not included in total KKR & Co. LpRrtners' capita
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ITEM7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should belieaconjunction with the consolidated and combifiedncial statements of KKR and
the related notes included elsewhere in this repie historical consolidated and combined finahdita discussed below reflects the
historical results and financial position of KKR &ddition, this discussion and analysis contaarsvard looking statements and involves
numerous risks and uncertainties, including thosscdbed under "Cautionary Note Regarding Forwaobking Statements” and "Risk
Factors.” Actual results may differ materially frahose contained in any forward looking stateme

Overview

Led by Henry Kravis and George Robertsanea leading global investment firm with $59.0idil in AUM as of December 31, 2011 ¢
a 35-year history of leadership, innovation andestment excellence. When our founders startedioniifi 1976, they established the
principles that guide our business approach todajyding a patient and disciplined investment ss; the alignment of our interests with
those of our investors, portfolio companies anép#takeholders; and a focus on attracting woddsctalent.

Our business offers a broad range of imnrest management services to our investors andges\dapital markets services to our firm,
portfolio companies and our third-party clientsrdighout our history, we have consistently beesadér in the private equity industry, having
completed more than 200 private equity investmetitts a total transaction value in excess of $46%obi In recent years, we have grown our
firm by expanding our geographical presence anldlimgi businesses in new areas, such as fixed incemasty strategies, capital markets,
infrastructure, natural resources and real estate new efforts build on our core principles andustry expertise, allowing us to leverage the
intellectual capital and synergies in our busingsaad to capitalize on a broader range of the ppities we source. Additionally, we have
increased our focus on servicing our existing itvessand have invested meaningfully in developglgtionships with new investors.

We conduct our business with offices thitoug the world, providing us with a pre-eminenttgibplatform for sourcing transactions,
raising capital and carrying out capital marketsvitees. Our growth has been driven by value thathave created through our operationally
focused investment approach, the expansion of xatigg businesses, our entry into new lines ofifeess, innovation in the products that we
offer investors, an increased focus on providinigitad solutions to our clients and the integratidrtapital markets distribution activities.

As a global investment firm, we earn mamaget, monitoring, transaction and incentive feegpfoviding investment management,
monitoring and other services to our funds, vekicleanaged accounts, specialty finance companpaufblio companies, and we generate
transaction-specific income from capital markessgsactions. We earn additional investment incomm finvesting our own capital alongside
that of our investors and from the carried intevestreceive from our funds and certain of our otheestment vehicles. A carried interest
entitles the sponsor of a fund to a specified peege of investment gains that are generated o piairty capital that is invested.

We seek to consistently generate attradtivestment returns by employing world-class pegfukowing a patient and disciplined
investment approach and driving growth and valeation in the assets we manage. Our investmenstiawe deep industry knowledge and
are supported by a substantial and diversifiedtabbase, an integrated global investment platfah@ expertise of operating consultants and
senior advisors and a worldwide network of busimetgionships that provide a significant sourcénekstment opportunities, specialized
knowledge during due diligence and substantialuesss for creating and realizing value for stakdbrd. We believe that these
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aspects of our business will help us continue fzaad and grow our business and deliver strong tmess performance in a variety of
economic and financial conditions.

Business Segments
Private Markets

Through our Private Markets segment, weagarand sponsor a group of private equity fundscardvestment vehicles that invest
capital for long-term appreciation, either throwgimtrolling ownership of a company or strategic onity positions. KKR also manages and
sources investments in infrastructure, naturalueses and real estate. These investment funds;lestdnd accounts are managed by Kohlberg
Kravis Roberts & Co. L.P., an SEC registered inwestt adviser.

Public Markets

Through the Public Markets segment, KKR agas KFN, a specialty finance company, as wellmsaber of investment funds,
structured finance vehicles and separately managealints that invest capital in (i) leveraged drstiategies, such as leveraged loans anc
yield bonds, (ii) liquid long/short equity strategiand (iii) alternative credit strategies sucmagzanine investments, special situati
investments and direct senior lending. These fumelsicles and accounts are managed by KKR Assetilylament LLC, an SEC registered
investment adviser.

Capital Markets and Principal Activities

Our Capital Markets and Principal Activitisegment combines our principal assets with abajlcapital markets business. Our capital
markets business supports our firm, our portfoimpanies and select third-party clients by pro\gdailored capital markets advice and by
developing and implementing both traditional and-raditional capital solutions for investments aodnpanies seeking financing. Our cap
markets services include arranging debt and edjuigyicing for transactions, placing and underwgtsecurities offerings, structuring new
investment products and providing capital marketsises. Our principal asset base includes investsria our investment funds and co-
investments in certain portfolio companies of sfiofds.

Business Environment

As a global investment firm, we are affedy financial and economic conditions in North Aioa, Europe, Asia and elsewhere in the
world. At the moment, the current global econonticionment remains somewhat unbalanced. ChinaxXample, currently accounts for a
third of global economic growth. All told, Asia mw driving a substantial portion of total globabaomic growth. At the same time, Europe
continues to experience downward growth trendoasreign debt issues have affected consumer arniddsssbehavior.

Global equity markets have a substantialcgfon our financial condition and results of giiems, as equity prices, which have been and
may continue to be volatile, significantly impalétvaluation of our portfolio companies and, theref the investment income that we
recognize. For our investments that are publidgietl and thus have readily observable market prigelal equity markets have a direct img
on valuation. For other investments, these matkate an indirect impact on valuation as we typycatllize a market multiples valuation
approach as one of the methodologies to ascegaindlue of our investments that do not have tgaatiservable market prices. In addition,
the receptivity of equity markets to initial pubbfferings, or IPOs, as well as subsequent equfgriags by companies already public, impacts
our ability to realize investment gains.

Global equity markets were mixed for thi year of 2011 as strong earnings growth was lgrgéset by trading multiple compressions
in many regions. Volatility also remained outsizexithe
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Chicago Board Options Exchange Market Volatilitgéx, or the VIX, a measure of volatility, rose franbow of 14.6 in April 2011 to a peak
48.0 in August 2011. Ongoing developments sucheastatus of the U.S economic recovery, Europ&arsign debt crisis and moderating
growth expectations in China and Brazil continuedatribute to market uncertainty and volatilityg.2011, on a total-return basis, the S&P 500
Index posted a full-year gain of 2.1%, while the ®3$Vorld Index posted a decline of 5.0%. The belowestment grade credit markets
appreciated modestly with the S&P/LSTA Leveragedr.index and the BofA Merrill Lynch High Yield Mastll Index increasing 1.5% and
4.4% in 2011, respectively.

Conditions in global credit markets alsoda substantial effect on our financial conditéond results of operations. We rely on the ability
of our funds to obtain committed debt financingfavorable terms in order to complete new privateitygransactions. Similarly, our portfolio
companies regularly require access to the gloleglicmarkets in order to obtain financing for thgirerations and to refinance or extend the
maturities of their outstanding indebtedness. Foaktent that conditions in the credit markets ezrsdich financing difficult to obtain or more
expensive, this may negatively impact the opergteiformance and valuations of those portfolio canips and, therefore, our investment
returns on our funds. In addition, during econoduevnturns or periods of slow economic growth, theility to refinance or extend the
maturities of portfolio company debt (and therektead our investment holding period) may hinder abifity to realize investment gains from
these portfolio companies when economic conditiorrove. Credit markets can also impact valuatiés.example, we typically use a
discounted cash flow analysis as one of the metbgds to ascertain the fair value of our investtaghat do not have readily observable
market prices. If applicable interest rates rieeptthe assumed cost of capital for those portfmimpanies would be expected to increase t
the discounted cash flow analysis, and this effentld negatively impact their valuations if nots#t by other factors. Conversely, a fall in
interest rates can positively impact valuationsertain portfolio companies if not offset by otli@ctors. During 2011, a fall in applicable
interest rates had the effect of positively impagtihe valuations of portfolio companies usingscdunted cash flow analysis to ascertain fair
value. In certain cases, the valuations obtaineh fihe discounted cash flow analysis and the gitisrary methodology we use, the market
multiples approach, may vyield different and offegttresults. For example, the positive impact dififg interest rates on discounted cash flow
valuations may offset the negative impact of thekatamultiples valuation approach and may resuless of a decline in value than for those
investments that had a readily observable marke¢ pr

Our Public Markets segment manages a nuoflfends and other accounts that invest capital wariety of credit and equity strategies,
including leveraged loans, high yield bonds andzaaine debt. As a result, conditions in global tradd equity markets have a direct impact
on both the performance of these investments dsasi¢he ability to make additional investmentdarorable terms in the future.

In addition, our Capital Markets and PrpatiActivities segment generates fees through @tyaof activities in connection with the
issuance and placement of equity and debt secudtid credit facilities, with the size of fees gatlg correlated to overall transaction sizes
a result, the conditions in global equity and dreairkets impact both the frequency and size of gEmnerated by this segment.

Finally, conditions in commodity marketsyrimpact the performance of our portfolio comparirea variety of ways, including through
direct or indirect impact on the cost of the inpuged in their operations as well as the pricing) pnofitability of the products or services that
they sell. The price of commodities has historichkben subject to substantial volatility and certeammodity prices have risen considerably,
driven by growing demand from emerging marketsianteased central bank liquidity in the systentdftain of our portfolio companies are
unable to raise prices to offset increases in st af raw materials or other inputs, or if constsraefer purchases of or seek
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substitutes for the products of such portfolio camips, such portfolio companies could experienegitmperating income which may in turn
reduce the valuation of those portfolio compankéswever, the results of operations and valuatidriedain of our other portfolio companies,
for example those involved in the development baond natural gas properties, may benefit fromraneiase in commodity prices.

Basis of Financial Presentation

The consolidated financial statements idelthe accounts of our management and capital nsackenpanies, certain variable interest
entities, the general partners of certain uncodat#d co-investment vehicles and the general parofeur private equity and fixed income
funds and their respective consolidated funds, e/applicable.

In accordance with accounting principlesegyally accepted in the United States of AmericaGAAP, certain entities, including a
substantial number of our funds, are consolidatgdithstanding the fact that we may hold only a onity economic interest or non-economic
variable interest in those entities. In particuthge majority of our consolidated funds consisturids in which we hold a general partner or
managing member interest that gives us substaodimtolling rights over such funds. With respecbto consolidated funds, we generally F
operational discretion and control over the funad mvestors do not hold any substantive rights wauld enable them to impact the funds'
ongoing governance and operating activities. AB@fember 31, 2011, our Private Markets segmentdied ten consolidated investment fu
and thirteen unconsolidated co-investment vehi€es.Public Markets segment included eight constdid investment vehicles and nine
unconsolidated vehicles.

When an entity is consolidated, we refteetassets, liabilities, fees, expenses, investineatne and cash flows of the consolidated el
on a gross basis. For example, the majority oktt@nomic interests in a consolidated fund, whi@hteaid by third party investors, are reflec
as noncontrolling interests. While the consolidatid a consolidated fund does not have an effethermmounts of net income attributable to
KKR or KKR's partners' capital that KKR reportse ttonsolidation does significantly impact the ficiahstatement presentation. This is due to
the fact that the assets, liabilities, fees, expe@nd investment income of the consolidated fanelseflected on a gross basis while the
allocable share of those amounts that are atttiieita noncontrolling interests are reflected aglei line items. The single line items in which
the assets, liabilities, fees, expenses and invegtimcome attributable to noncontrolling interests recorded are presented as noncontrolling
interests in consolidated entities on the statesefitinancial condition and net income attribugatd noncontrolling interests in consolidated
entities on the statements of operations. Forthdurdiscussion of our consolidation policies, 'se&ritical Accounting Policies—
Consolidation.”

Key Financial Measures
Fees

Fees consist primarily of (i) monitoringnsulting and transaction fees from providing adwisand other services, (i) management and
incentive fees from providing investment managensentices to unconsolidated funds, a specialtynfieacompany, structured finance
vehicles, and separately managed accounts, anteés from capital markets activities. These faesbased on the contractual terms of the
governing agreements. A substantial portion of nooimg and transaction fees earned in connectidh managing portfolio companies are
shared with fund investors.

Fees reported in our consolidated finarsti@ements do not include the management or iivecfetes that we earn from consolidated
funds, because those fees are eliminated in calagimin. However, because those management feesuared from, and funded by, third-party
investors who hold noncontrolling interests in tomsolidated funds, net income attributable to KKRcreased by
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the amount of the management fees that are eliedriatconsolidation. Accordingly, while the consglaliion of funds impacts the amount of
fees that are recognized in our financial statemeéntloes not affect the ultimate amount of nebine attributable to KKR or KKR's partners'
capital.

For a further discussion of our fee pokcisee "—Ciritical Accounting Policies—Fees."
Expenses
Compensation and Benefits

Compensation and Benefits expense incladsks compensation consisting of salaries, bonaselshenefits, as well as equity-based
payments consisting of charges associated withréhting of equity-based awards and carry pool atloos.

All KKR principals and other employees eftain consolidated entities receive a base s#hatyis paid by KKR or its consolidated
entities, and is accounted for as CompensatiorBanefits expense. These employees are also eligilbkxeive discretionary cash bonuses
based on performance, overall profitability andeotinatters. While cash bonuses paid to most emetogee funded by KKR and certain
consolidated entities and result in customary Caregtion and Benefits expense, cash bonuses thpa@r¢o certain of KKR's most senior
employees are funded by KKR Holdings with distribog that it receives on its KKR Group Partnerdbipts. To the extent that distributions
received by these individuals exceed the amouatstiiey are otherwise entitled to through theitegsinits in KKR Holdings, this excess is
funded by KKR Holdings and reflected in Compensatod Benefits in the consolidated statements efaijons.

General, Administrative and Other

General, administrative and other expessists primarily of professional fees paid to legdvisors, accountants, advisors and
consultants, insurance costs, travel and relatpdreses, communications and information servicgmedéation and amortization charges and
other general and operating expenses which arkamoe by fund investors and are not offset by tseattributable to fund investors'
noncontrolling interests in consolidated funds. &ah administrative and other expense also canefstosts incurred in connection with
pursuing potential investments that do not resuttdmpleted transactions, a substantial portiomto€h are borne by fund investors.

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

Net gains (losses) from investment acegittonsist of realized and unrealized gains argk#oarising from our investment activities. The
majority of our net gains (losses) from investmagtivities are related to our private equity invesits. Fluctuations in net gains (losses) from
investment activities between reporting perioddrigen primarily by changes in the fair value of awestment portfolio as well as the
realization of investments. The fair value of, adlas the ability to recognize gains from, ouvpte equity investments is significantly
impacted by the global financial markets, whichtum, affects the net gains (losses) from investraetivities recognized in any given period.
Upon the disposition of an investment, previouslyagnized unrealized gains and losses are revargkdn offsetting realized gain or loss is
recognized in the current period. Since our invesiis are carried at fair value, fluctuations betweeriods could be significant due to chan
to the inputs to our valuation process over timgg. &further discussion of our fair value measumsiand fair value of investments, see "—
Critical Accounting Policies—Fair Value of Investnis."
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Dividend Income

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

Interest Income

Interest income consists primarily of ietgtrthat is received on our cash balances, prihagsets and fixed income instruments in which
consolidated funds invest.

Interest Expens

Interest expense is incurred from creditlifées entered into by KKR, debt issued by KKRgdadebt outstanding at our consolidated funds
entered into with the objective of enhancing resummhich are generally not direct obligations &f feneral partners of our private equity funds
or management companies. In addition to thesedsteosts, we capitalize debt financing costs meclin connection with new debt
arrangements. Such costs are amortized into intexgense using either the interest method orttiagykt-line method, as appropriate. See "—
Liquidity".

Income Taxe

The KKR Group Partnerships and certairhefrtsubsidiaries operate in the United Statesaam@rships for U.S. federal income tax
purposes and as corporate entities in non-U.&diations. Accordingly, these entities, in someesaare subject to New York City
unincorporated business taxes, or hh&- income taxes. Furthermore, we hold our intéresne of the KKR Group Partnerships through K
Management Holdings Corp., which is treated asrparation for U.S. federal income tax purposes, @tkin other wholly-owned
subsidiaries of the KKR Group Partnerships argébas corporations for U.S. federal income taypses. Accordingly, such wholly-owned
subsidiaries of KKR, including KKR Management Holgs Corp., and of the KKR Group Partnerships, abgest to federal, state and local
corporate income taxes at the entity level and¢teted tax provision attributable to KKR's shafé¢his income is reflected in the financial
statements. We expect that interest income to oitinalders and interest deductions to KKR Managerhiatdings Corp. should increase in
future periods as a result of a 2011 recapitabratif KKR Management Holdings Corp.

We use the liability method to accountifatome taxes in accordance with GAAP. Under thishoe, deferred tax assets and liabilities
recognized for the expected future tax consequenicgiéferences between the carrying amounts oftassnd liabilities and their respective tax
basis using currently enacted tax rates. The effecteferred tax assets and liabilities of a changax rates is recognized in income in the
period when the change is enacted. Deferred tastsaase reduced by a valuation allowance whemnitdee likely than not that all or a portion
of the deferred tax assets will not be realized.

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

Net Income (Loss) Attributable to Noncontrolling terests

Net income (loss) attributable to noncoltitrg interests represents the ownership interststhird parties hold in entities that are
consolidated in the financial statements as wethasownership
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interests in our KKR Group Partnerships that atd hg KKR Holdings. The allocable share of inconmel @xpense attributable to these
interests is accounted for as net income (losepatable to noncontrolling interests. Historicaltile amount of net income (loss) attributabl
noncontrolling interests has been substantial @sd&sulted in significant charges and creditbénstatements of operations. Given the
consolidation of certain of our investment fundd #me significant ownership interests in our KKRoGp Partnerships held by KKR Holdings,
we expect this activity to continue.

Segment Operating and Performance Measu

The reportable segments for KKR's busitaeegresented prior to giving effect to the allawabf income (loss) between KKR & Co. L.P.
and KKR Holdings and as such represent the busingstal.

KKR discloses the following financial meessiin this report that are calculated and presemeg methodologies other than in
accordance with GAAP. We believe that providingsthperformance measures on a supplemental basis @AAP results is helpful to
investors in assessing the overall performancekiRK businesses. These financial measures shotiltermonsidered as a substitute for sin
financial measures calculated in accordance witiABANe caution readers that these non-GAAP findmeeasures may differ from the
calculations of other investment managers, andrastdt, may not be comparable to similar measpresented by other investment managers.
Reconciliations of these non-GAAP financial measucethe most directly comparable financial measgedculated and presented in
accordance with GAAP, where applicable, are inaidéhin "Financial Statements and SupplementariaBa\ote 12. Segment Reporting."

Fee Related Earnings ("FRE

Fee related earnings is comprised of segoparating revenues less segment operating expamskis used by management as an
alternative measurement of the operating earnihg&® and its business segments before investrmamme. We believe this measure is
useful to investors as it provides additional ihsigto the operating profitability of our fee geatng management companies and capital
markets businesses. The components of FRE on sesedpasis differ from the equivalent GAAP amoumisaaonsolidated basis as a resul
(i) the inclusion of management fees earned fronsotidated funds that were eliminated in consoiagt(ii) the exclusion of fees and
expenses of certain consolidated entities; (ii§) éixclusion of charges relating to the amortizatibmtangible assets; (iv) the exclusion of
charges relating to carry pool allocations; (v) ¢éxelusion of non-cash equity charges and otheraash compensation charges borne by KKR
Holdings or incurred under the KKR & Co. L.P. 2(Equity Incentive Plan; (vi) the exclusion of centaéimbursable expenses; and (vii) the
exclusion of certain non-recurring items.

Economic Net Income (Loss) ("EN

Economic net income (loss) is a measumafitability for KKR's reportable segments andiged by management as an alternative
measurement of the operating and investment eammhgKR and its business segments. We believentieigsure is useful to investors as it
provides additional insight into the overall prafitlity of KKR's businesses inclusive of investmemome and carried interest. ENI is
comprised of: (i) FRE; plus (ii) segment investmiercbme (loss), which is reduced for carry poobeditions and management fee refunds; less
(iif) certain economic interests in KKR's segmemdtd by third parties. ENI differs from net incortiess) on a GAAP basis as a result of:

(i) the exclusion of the items referred to in FRi©we; (ii) the exclusion of investment income (Josdating to noncontrolling interests; and
(iii) the exclusion of income taxes.
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Assets Under Management ("AUN

Assets under management represent thesdss@t which KKR is entitled to receive fees oraared interest and general partner capital.
We believe this measure is useful to investors povides additional insight into KKR's capitalsiag activities and the overall activity in its
investment funds and vehicles. KKR calculates thewnt of AUM as of any date as the sum of: (i) fdde value of the investments of KKR's
investment funds plus uncalled capital commitmémais these funds; (ii) the fair value of investrmeimt KKR's co-investment vehicles;
(iii) the net asset value of certain of KKR's fixedome products; (iv) the value of outstandingatnred finance vehicles; and (v) the fair ve
of other assets managed by KKR. KKR's definitio\tfM is not based on the definition of AUM that mbg set forth in the agreements
governing the investment funds, vehicles or accotimt it manages or calculated pursuant to anylaggy definitions.

Fee Paying AUM ("FPAUM"

Fee paying AUM ("FPAUM") represents onlps$le assets under management from which KKR recéress We believe this measure is
useful to investors as it provides additional ihsigto the capital base upon which KKR earns manant fees. This relates to KKR's capital
raising activities and the overall activity in itsrestment funds and vehicles, for only those fusd vehicles where KKR receives fees
(i.e., excluding vehicles that receive only carrietgrest or general partner capital). FPAUM isghen of all of the individual fee bases that are
used to calculate KKR's fees and differs from AlUiMhe following respects: (i) assets from which KH&es not receive a fee are excluded
(i.e., assets with respect to which it receivey aalried interest) and (ii) certain assets, prilyan its private equity funds, are reflected base
on capital commitments and invested capital as sggdo fair value because fees are not impactethéyges in the fair value of underlying
investments.

Committed Dollars Invested

Committed dollars invested is the aggregateunt of capital commitments that have been tedesy KKR's investment funds and carry-
yielding cc-investment vehicles and is used as a measureedtiment activity for KKR and its business segmeisng a given period. We
believe this measure is useful to investors asoiges additional insight into KKR's investmentamimmitted capital. Such amounts include:
(i) capital invested by fund investors and co-ingeswith respect to which KKR is entitled to a faecarried interest and (ii) capital invested
by KKR's investment funds and vehicles.

Uncalled Commitments

Uncalled commitments are used as a meadunefunded capital commitments that KKR's invegttrfands and carry-paying co-
investment vehicles have received from partnecotdribute capital to fund future investments. Vdidve this measure is useful to investors
as it provides additional insight into the amouhtapital that is available to KKR's investmentdsrand vehicles to make future investments.

Adjusted Units

Adjusted units are used as a measure abthkequity ownership of KKR that is held by KK&RCo. L.P. and KKR Holdings and
represent the fully diluted unit count using thedhverted method. We believe this measure is Usefovestors as it provides an indication of
the total equity ownership of KKR as if all outstigmg KKR Holdings units had been exchanged for cammnits of KKR & Co. L.P.
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Book Value

Book value is a measure of the net asgd{&B's reportable segments and is used by managiepnenarily in assessing the unrealized
value of our investment portfolio, including cadimterest, as well as our overall liquidity poiti We believe this measure is useful to
investors as it provides additional insight inte tissets and liabilities of KKR excluding the esseid liabilities that are allocated to
noncontrolling interest holders. Book value diffén@m the equivalent GAAP amounts on a consolidéi@sls primarily as a result of the
exclusion of ownership interests in consolidatacg#tment vehicles and other entities that arebatible to noncontrolling interests.

Cash and Short-Term Investments

Cash and short-term investments represesfit and liquid short-term investments in high-gratéertduration cash management strate
used by KKR to generate additional yield on ouremscliquidity and is used by management in evalgfiKR's liquidity position. We believe
this measure is useful to investors as it provabiditional insight into KKR's available liquidit¢ash and short-term investments differ from
cash and cash equivalents on a GAAP basis as la oé#lue inclusion of liquid short-term investmerh cash and short-term investments. The
impact that these liquid short-term investmentsehaw cash and cash equivalents on a GAAP basiflésted in the consolidated and
combined statements of cash flows within cash fléras operating activities. Accordingly, the exdlus of these investments from cash and
cash equivalents on a GAAP basis has no impacasin provided (used) by operating activities, inmgsactivities or financing activities. As
of December 31, 2011, we had cash and short-teresiments on a segment basis of $989.4 million¢clyhwith the addition of $146.1 million
of liquid short-term investments, may be reconcttedash and cash equivalents of $843.3 million.
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Consolidated and Combined Results of Operations
The following tables set forth informaticegarding our results of operations for the yeaded December 31, 2011, 2010 and 2009.

Years Ended December 31,
2011 2010 2009
($ in thousands)

Revenues
Fees $ 723,62( $ 43538t $ 331,27:

Expenses
Compensation and Benef 868,74¢ 1,344,45! 838,07
Occupancy and Related Chart 54,28: 39,69: 38,01
General, Administrative and Oth 290,97: 378,51¢ 319,62!
Total Expenses 1,214,00! 1,762,66: 1,195,71

Investment Income (LoSS,
Net Gains (Losses) From

Investment Activities 981,85¢ 7,755,09! 7,505,00!
Dividend Income 225,07 1,250,29: 186,32
Interest Incomt 321,94: 226,82 142,11°
Interest Expens (72,759 (53,099 (79,63¢)

Total Investment Income (Loss 1,456,111 9,179,10: 7,753,80!

Income (Loss) Before Taxe 965,73: 7,851,83. 6,889,36!
Income Taxe: 89,24t 75,36( 36,99¢
Net Income (LosS) 876,48t 7,776,47. 6,852,37.

Net Income (Loss) Attributable -
Redeemable Noncontrolling

Interests 4,31¢ — —
Net income (Loss) Attributable -
Noncontrolling Interest 870,24 7,443,29. 6,002,68!
Net Income (Loss) Attributable
to KKR & Co. L.P . $ 1,921 $ 333,17¢ $ 849,68!

Year ended December 31, 2011 compared to year ebdegmber 31, 2010
Fees

Fees were $723.6 million for the year enBedember 31, 2011, an increase of $288.2 milkompared to fees of $435.4 million for the
year ended December 31, 2010. The net increasenivaarily due to (i) an increase in gross monitgrfaes of $76.8 million, (ii) an increase
gross transaction fees of $65.5 million, (iii) aeriease in capital markets fees of $65.2 milliod @) an increase in consulting fees of
$56.1 million earned by an entity that was not afidated prior to 2011. The increase in gross nwimgy fees was primarily the result of
$76.6 million in fees received during the curreeayrelating to the termination of monitoring agneaits in connection with the IPOs of two
portfolio companies, HCA, Inc. (NYSE: HCA) and TRe&elsen Company (NYSE: NLSN), and the sale of SeMedia Group (ASX: SWM).
Termination payments may occur in the future; hoavethey are infrequent in nature and are genecallselated with IPO or other sale acti
in our private equity portfolio. Excluding the inmgiaf termination payments and consulting feesinduthe year ended December 31, 2011, we
had 36 portfolio companies that were paying anagemonitoring fee of $2.3 million compared withf&8tfolio companies that were paying
an average monitoring fee of $2.6 million during rear ended December 31, 2010. The increasenisaittion fees was primarily
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driven by an increase of $70.6 million in grosss@ction fees received from transaction fee-geimgratvestments, reflecting an increase in
both the number and size of transaction fee-geingratvestments during the period. During 2011 ¢heere 19 transaction fee-generating
investments with a total combined transaction valugpproximately $24.9 billion as compared to rEBisaction fee-generating investments
with a total combined transaction value of appraagety $9.9 billion during 2010. Transaction feespMay investment based upon a number of
factors, the most significant of which are trangacsize, the particular negotiations as to the amof the fees, the complexity of the
transaction and KKR's role in the transaction. ifoeease in capital markets fees is primarily duart increase in fees relating to underwrit
syndication, and other capital markets servicegedrby an increase in the number of capital markatsactions during 2011.

Expense:

Expenses were $1.2 hillion for the yeareshBecember 31, 2011, a decrease of $0.6 billempared to $1.8 billion for the year ended
December 31, 2010. The decrease was primarilyatieetnet effect of (i) a net decrease in equityelbgpayments of $690.0 million offset
partially by (ii) an increase in cash-based compgos and benefits of $84.0 million. The net deseem equity-based payments is due
primarily to fewer KKR Holdings units vesting foxgense recognition purposes under the gradedw#tttoibmethod of expense recognition, as
well as a lower carry pool allocation as a resfithe recognition of lower carried interest dur2@l1 as compared to the comparable prior
period. The increase in cash-based compensatiobemefits reflects the hiring of additional perseland the inclusion of compensation
incurred by an entity that was not consolidatedmtio 2011. The remaining increases were due pifiyrtarincreases in occupancy and other
operating expenses driven by the continued expamdi&KR's businesses during 2011.

Net Gains (Losses) from Investment Activi

Net gains from investment activities weleO$billion for the year ended December 31, 201deerease of $6.8 billion, compared to a net
gain of $7.8 billion for the year ended DecemberZ110, primarily driven by a lower level of appigon in our private equity portfolio. The
following is a summary of net gains (losses) fraweistment activities:

Year Ended December 31,

2011 2010
($ in thousands)
Private Equity Investmen $ 1,006,92! $ 7,511,341
Other Net Gains (Losses) from Investment Activi (25,069) 243,75(
Net Gains (Losses) from Investment Activit $ 981,85¢ $ 7,755,09

The majority of our net gains (losses) frimwvestment activities relate to our private equitytfolio. The following is a summary of the
components of net gains (losses) from investmentities for Private Equity Investments which iltustes the variances from the prior period.
See "—Segment
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Analysis—Private Markets Segment" for further imiation regarding gains and losses in our privatatggortfolio:

Year Ended December 31,

2011 2010
($ in thousands)

Realized Gain $ 3,962,551 $ 2,474,58.
Unrealized Losses from Sales of Investments a

Realization of Gains(e (3,844,70) (2,484,87)
Realized Losse (690,10 (122,87¢)
Unrealized Gains from Sales of Investments an

Realization of Losses(! 681,95: 157,87:
Unrealized Gains from Changes in Fair Va 6,960,55. 10,010,03
Unrealized Losses from Changes in Fair Vi (6,063,31) (2,523,40)
Net Gains (Losses) from Investment Activi—

Private Equity Investmen $ 1,006,92! $ 7,511,34

(@  Amounts represent the reversal of previously reczmghunrealized gains in connection with realizagwents
where such gains become realized.

(b) Amounts represent the reversal of previously rezzeghunrealized losses in connection with realaragvents
where such losses become reali:

Dividend Income

Dividend income was $225.1 million for thear ended December 31, 2011, a decrease of $tloh,béompared to dividend income of
$1.3 billion for the year ended December 31, 2@fxing the year ended December 31, 2011, we redeéi8e.4 million of dividends from
Dollar General Corporation (NYSE: DG), $68.3 millirom Tarkett S.A. (manufacturing sector), $29dliam from TDC A/S (OMX: TDC),
$26.2 million from Legrand Holdings S.A. (ENXTPARY) and an aggregate of $18.8 million of dividenasrf other investments. During the
year ended December 31, 2010, we received $931lidmrof dividends from HCA, Inc., $273.8 milliomdm Visant Inc. (media secto
$34.4 million from Legrand Holdings S.A. and an eggte of $11.0 million of dividends from other @tments. These types of dividends
from portfolio companies may occur in the futurewever, their size and frequency are variable.

Interest Income

Interest income was $321.9 million for tfear ended December 31, 2011, an increase of $8idn, compared to $226.8 million for the
year ended December 31, 2010. The increase primafiects the increase in the level of fixed in@imstruments in our public marke
investment vehicles.

Interest Expens

Interest expense was $72.8 million foryear ended December 31, 2011, an increase of $iilign, compared to $53.1 million for the
year ended December 31, 2010. The increase wasiilsirdue to higher average borrowing costs forybar ended December 31, 2011 dri
by the issuance of the Senior Notes, as defined iiatthis report, in late September 2010.
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Income (Loss) Before Tax

Due to the factors described above, pradtiplecreased gains from investment activitiespme before taxes was $1.0 billion for the y
ended December 31, 2011, a decrease of $6.9 bil@mpared to income before taxes of $7.9 billmnthe year ended December 31, 2010.

Net Income (Loss) Attributable to Redeemable Nameliing Interests

Net income attributable to redeemable natroding interests was $4.3 million for the yeaded December 31, 2011, reflecting the
formation of certain investment vehicles that allimvredemptions by limited partners.

Net Income (Loss) Attributable to Noncontrollingelrests

Net income attributable to noncontrollimgeirests was $0.9 billion for the year ended Deeerlt, 2011, a decrease of $6.5 billion,
compared to $7.4 billion for the year ended Decar3tie 2010. The decrease was primarily driven leyaberall changes in the components of
net gains (losses) from investment activities dbsdrabove.

Year Ended December 31, 2010 compared to year efxmbmber 31, 2009

Fees

Fees were $435.4 million for the year enBedember 31, 2010, an increase of $104.1 milkompared to fees of $331.3 million for the
year ended December 31, 2009. The increase waaiigirdue to an increase in fees relating to undigirg, syndication, and other capi
markets services of $71.2 million driven by an @ase in the number of capital markets transactorisag the period. In addition, there was a
$57.4 million increase in gross transaction feegired from transaction fee-generating investmesfecting an increase in the number of
transaction fee-generating investments during greg. During 2010 there were 13 transaction fegegating investments with a total
combined transaction value of approximately $9l8obi During 2009 there were eight transaction-@@merating investments with a total
combined transaction value of approximately $4lobi Transaction fees vary by investment baseahug number of factors, the most
significant of which are transaction size, the ipatar negotiations as to the amount of the fdes complexity of the transaction and KKR's
in the transaction. Incentive fees from KFN incezh$34.4 million as a result of KFN's financial foemance exceeding certain required
benchmarks for each of the four quarters during/éae ended December 31, 2010. KFN only earnedaantive fee in one quarter during the
year ended December 31, 2009. Partially offsettiege increases was a decrease in monitoring f&&5@ million, primarily due ti
$72.2 million in fees received during the year ehBecember 31, 2009 relating to the terminatiomohitoring agreements in connection with
the IPOs of two portfolio companies, Dollar GeneZafporation and Avago Technologies Limited (NY3&-:GO) and partially offset by a
$16.1 million increase in reimbursable expensegs€ltypes of termination payments may occur ifihee; however, they are infrequent in
nature and are generally correlated with initigblpuoffering activity in our private equity portfo. During the year ended December 31, 2010,
we had 33 portfolio companies that were payingwarage monitoring fee of $2.6 million compared wdthportfolio companies that were
paying an average monitoring fee of $2.9 milliomidg the year ended December 31, 2009, excludiagntipact of termination payments
received in 2009.

Expense:

Expenses were $1.8 billion for the yeareshBecember 31, 2010, an increase of $0.6 biliompared to expenses of $1.2 billion for the
year ended December 31, 2009. The increase wasaiilsirdue to an increase in r-cash equity based charges of $261.8 million aasedi
with the issuance of
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interests in KKR Holdings to our principals, otleenployees and operating consultants as well asases in the allocations to our carry pot
$278.7 million. The increase in allocations to oarry pool was due to (i) a higher level of groagied interest recognized in 2010 and (ii) the
allocation of a portion of carried interest to @arry pool for the full year in 2010 versus onlyeayuarter in 2009. Allocations to the carry pool
were not made prior to the Transactions on Oct&b2009. For the year ended December 31, 2010 fterss resulted in charges recorded in
employee compensation and benefits relating tacjréts and other personnel amounting to $1.1 hijlemd charges recorded in general,
administrative, and other expense relating to dpegya&onsultants amounting to $143.7 million. Irdéidn, other employee compensation and
benefits expense, comprised primarily of salarfesiacentive compensation, increased $29.7 millism result of the hiring of additional
personnel and the continued expansion of our bssé® and transaction related expenses increafeldifiillion as a result of a higher level of
unconsummated transactions during the period. @figehese increases was a decrease related toeparring charges of $34.8 million
associated with the closing of the Transactiorthénprior period.

Net Gains (Losses) from Investment Activi

Net gains from investment activities weveS$billion for the year ended December 31, 20hGnarease of $0.3 billion, compared to net
gains from investment activities of $7.5 billiorr fitne year ended December 31, 2009. The followsrysummary of net gains (losses) from
investment activities:

Year Ended December 31,

2010 2009
($ in thousands)
Private Equity Investmen $ 7,511,341 $ 7,375,94
Other Net Gains (Losses) from Investment Activi 243,75( 129,05¢
Net Gains (Losses) from Investment Activit $ 7,755,091 $ 7,505,00!

The majority of our net gains (losses) frimwvestment activities relate to our private eqpitytfolio. The following is a summary of the
components of net gains (losses) from investmetities for Private Equity Investments which iltestes the significant variances from the
prior period. See "—Segment Analysis—Private Maglk&tgment" for further information regarding sigri@nt gains and losses in our private
equity portfolio.

Year Ended December 31

2010 2009
($ in thousands)

Realized Gain $ 247458 $ 299,72
Unrealized Losses from Sales of Investments a

Realization of Gains(e (2,484,87) (482,299
Realized Losse (122,87¢) (473,269
Unrealized Gains from Sales of Investments

Realization of Losses(l 157,87: 479,61
Unrealized Gains from Changes in Fair Va 10,010,083 9,696,21.
Unrealized Losses from Changes in Fair Ve (2,523,40)  (2,144,03)
Net Gains (Losses) from Investment Activi—

Private Equity Investmen $ 751134 $ 7,37594

(@) Amounts represent the reversal of previously rezzeghunrealized gains in connection with realizatwents
where such gains become realized.

(b)  Amounts represent the reversal of previously recghunrealized losses in connection with realiragvents
where such losses become reali:
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Dividend Income

Dividend income was $1.3 billion for theayeended December 31, 2010, an increase of $lidnbtiompared to dividend income of
$186.3 million for the year ended December 31, 2@8ging the year ended December 31, 2010, wevede$1.2 billion of dividends from
two portfolio companies and an aggregate of $42lEom of comparatively smaller dividends from othavestments. During the year ended
December 31, 2009, we received $179.2 million eiddinds from two portfolio companies and an aggieegé $7.1 million of comparatively
smaller dividends from other investments.

Interest Income

Interest income was $226.8 million for tfear ended December 31, 2010, an increase of $&#id@n, compared to interest income of
$142.1 million for the year ended December 31, 200@ increase primarily reflects an increase elével of fixed income instruments in our
fixed income vehicles and our private equity pditfo

Interest Expens

Interest expense was $53.1 million forytkar ended December 31, 2010, a decrease of $2Midhptompared to interest expense of
$79.6 million for the year ended December 31, 200 decrease was primarily due to lower averaggtanding borrowings resulting from
the repayment of borrowings under our revolvinglitragreements, partially offset by the issuanc8efior Notes during 2010.

Income (Loss) Before Tax

Due to the factors described above, incbafere taxes was $7.9 billion for the year endedddeber 31, 2010, an increase of $1.0 billion,
compared to income before taxes of $6.9 billiontfa year ended December 31, 2009.

Net Income (Loss) Attributable to Noncontrollingelrests

Net income attributable to noncontrollimgeirests was $7.4 billion for the year ended Deesr8fh, 2010, an increase of $1.4 billion,
compared to $6.0 billion for the year ended Decar3ie2009. The increase was primarily driven by ¢lrerall changes in the components of
net gains (losses) from investment activities dbsdrabove.

Segment Analysis

The following is a discussion of the resulf our three reportable business segments forelies ended December 31, 2011, 2010 and
2009. You should read this discussion in conjumctigth the information included under "—Basis oh&icial PresentationSegment Result:
and the consolidated financial statements andeladtes included elsewhere in this report.
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Private Markets Segmer

The following tables set forth informaticegarding the results of operations and certaindg®rating metrics for our Private Markets
segment for the years ended December 31, 2011, &942009.

Year Ended December 31
2011 2010 2009
($ in thousands)

Fees
Management and Incentive
Fees:
Management Fee $ 430,40 $ 396,227 $ 415,200
Incentive Fee — — —

Total Management ar

Incentive Fee 430,40( 396,22 415,20°
Net Monitoring and Transactic
Fees:
Monitoring Fees 163,76¢ 86,93: 158,24
Transaction Fee 166,65 96,00( 57,69¢
Fee Credit (144,929 (52,567) (73,900
Net Monitoring and
Transaction Fee 185,49t 130,36¢ 142,04
Total Fees 615,89! 526,59¢ 557,24¢
Expense:!
Compensation and Benefits| 185,70¢ 159,56 147,80:
Occupancy and Related Char 45,69 36,39¢ 34,741
Other Operating Expens 157,90: 148,35° 134,61(
Total Expense 389,30« 344,31 317,15¢
Fee Related Earnings 226,59: 182,28: 240,09:
Investment Income (Los:
Gross Carried intere 266,21 1,202,071 826,19:
Less: Allocation to KKR
Carry Pool (109,36)) (453,877 (57,97
Less: Management Fee
Refunds (17,58)) (143,44¢) (22,72()
Net Carried Interes 139,26 604,75 745,50:
Other Investment Income
(Loss) (549 (1,647 128,52¢
Total Investment Incom
(loss) 138,71 603,10¢ 874,03(

Income (Loss) Before
Noncontrolling Interests in

Income of Consolidated Entitis 365,30! 785,39. 1,114,12.
Income (Loss) Attributable t
Noncontrolling Interest 2,53¢ 83¢ 497
Economic Net Income
(Loss) $ 362,76¢ $ 784,550 $ 1,113,62
Assets Under Management (Pet
End) $ 43,627,90 $ 46,223,90 $ 38,842,90
Fee Paying Assets Under
Management (Period En $ 37,869,700 $ 38,186,700 $ 36,484,40
Committed Dollars Investe $ 5,033,300 $ 4,555,700 $ 2,107,70
Uncalled Commitments (Peric
End) $ 10,070,30° $ 12,625,90 $ 13,728,10

(@) Excludes an $8.3 million charge for r-cash equity based compensation during the yeaddddeember 31, 20!
associated with equity awards granted under the RKBb. L.P. 2010 Equity Incentive Pla
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Year ended December 31, 2011 compared to year ebdegmber 31, 2010
Fees

Fees were $615.9 million for the year enBedember 31, 2011, an increase of $89.3 milliommared to fees of $526.6 million for the
year ended December 31, 2010. The net increasenivaarily due to an increase in gross monitoringsfef $76.8 million, an increase in grt
transaction fees of $70.7 million and an increasmanagement fees of $34.2 million, partially offsg an increase in fee credits of
$92.4 million. The increase in gross transactia@sfeas primarily the result in the increase in libthsize and number of fee-generating
investments completed. During 2011 there were d8stiction fee-generating investments with a tatallined transaction value of
approximately $24.9 billion compared to 13 transactee-generating investments with a total comthittensaction value of approximately
$9.9 billion during 2010. Transaction fees varyifyestment based upon a number of factors, the sigsificant of which are transaction size,
the particular negotiations as to the amount ofi¢les, the complexity of the transaction and KKile in the transaction. The increase in gross
monitoring fees was primarily the result of $76.8lion of fees received from the termination of nitoning fee arrangements in connection
with the IPOs or sales of three portfolio companiSA, Inc., The Nielsen Company B.V. and Seven M&aroup, which impacted fees by
$39.7 million, net of associated fee credits. Taatibn payments may occur in the future; howevey tare infrequent in nature and are
generally correlated with IPO or other sale agtiyit our private equity portfolio. Excluding the jiract of termination payments, during the y
ended December 31, 2011, we had 36 portfolio compahat were paying an average monitoring fee2ad #illion compared with 33
portfolio companies that were paying an averageitoong fee of $2.6 million during the year endedd@mber 31, 2010. The increase in
management fees was primarily due to our China @réwnd paying a full year of fees during 2011 @aspared to only one quarter in 2010
and to a lesser extent an increase in the numkeregiaying investment vehicles.

Expense:

Expenses were $389.3 million for the yeatezl December 31, 2011, an increase of $45.0 miliompared to expenses of $344.3 mil
for the year ended December 31, 2010. The incrgaseprimarily the result of an increase of $26.1liom in compensation and benefits
expense and an increase in occupancy and relagedeshof $9.3 million, each of which is a reflentif the hiring of additional personnel and
the continued expansion of this business. The m@n@increases were due primarily to increasesafiegsional fees and costs incurred in
connection with the formation of new investmentickds.

Fee Related Earning

Fee related earnings in our Private Marketgment were $226.6 million for the year endedebdier 31, 2011, an increase of
$44.3 million, compared to fee related earning$182.3 million for the year ended December 31, 20h@ increase was due to the increase in
fees, partially offset by the increase in expersedescribed above.

Investment Income (Los

Investment income (loss) was $138.7 milfionthe year ended December 31, 2011, a decré&k64.4 million, compared to investment
income (loss) of $603.1 million for the year end®cember 31, 2010 driven primarily by a lower leskehppreciation in our private equity
funds. For the year ended December 31, 2011, imeggtincome (loss) was comprised primarily of retied interest of $139.3 million.
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The following table presents the componentset carried interest for the year ended Deceribe2011 and 2010.

Year Ended December 31,

2011 2010
($ in thousands)
Net Realized Gains (Losse $ 486,38. $ 420,57:
Net Unrealized Gains (Losse (242,10 593,97:
Dividends and Intere! 21,93 187,52!
Gross carried intere 266,21 1,202,071
Less: Allocation to KKR carry poc (209,36)) (453,877)
Less: Management fee refur (17,58) (143,44¢)
Net carried interes $ 139,26: $ 604,75:

Net realized gains (losses) for the yeaedrDecember 31, 2011 consist primarily of realigaths from the partial sales of Dollar Gent
Corporation, Avago Technologies Limited, Legranddittgs S.A. and Hilcorp Resources, LLC (energy @gciThese gains were partially
offset by the write-off of our investment in Capik&inancial Group, Inc. (financial services sector)

Net realized gains (losses) for the yeaedrDecember 31, 2010 consist primarily of thessafeEast Resources Inc. (energy sector), and
partial sales of Dollar General Corporation, Legr&toldings S.A. and Avago Technologies Limited.

The following table presents net unrealigaths (losses) of carried interest by fund foryhars ended December 31, 2011 and 2010.

Year Ended December 31

2011 2010
($ in thousands)

Asian Func $ 6576 $ 170,52
Co-Investment Vehicle 35,64¢ 40,92¢
China Growtr 12,38¢ —
E2 Investors 53€ 96¢
European Fund I (9,37¢ 21,76¢
Millennium Fund (37,45¢) 73,09¢
2006 Func (120,39) 216,59
European Fun (189,210 70,09:

Total(a) $ (242,109 $ 593,97:

(@)  The above table excludes any funds for which thexe no unrealized gains (losses) of carried istataring
either of the periods presented. For the yearsceBeéeember 31, 2011 and 2010, the European Il Fasd
excluded

For the year ended December 31, 2011, e¢henrealized losses of $242.1 million included$%4Imillion of reversals of previously
recognized net unrealized gains and losses indheection with the occurrence of realization evenuish as partial sales or write-offs which
were partially offset by $177.3 million of net uateed gains reflecting net increases in the valuearious portfolio companies. The reversals
of previously recognized net unrealized gains asdds resulted primarily from the partial saleAwdgo Technologies Limited, Dollar Gene
Corporation, Legrand Holdings S.A. and Hilcorp Reses, LLC, which were partially offset by the wrivff of Capmark Financial Group, Inc.
Of the $177.3 million of net increases in value,380 was attributable to
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increased share prices of various publicly heleégtments, the most significant of which were gaim®ollar General Corporation, The
Nielsen Company B.V., and Jazz Pharmaceuticals(NM¥SE: JAZZ). These increases were partially etftsy decreased share price:

various publicly held investments, the most siguifit of which were losses on HCA, Inc., Sealy Coapon (NYSE: ZZ) and Ma Anshan
Modern Farming Co. (HK:1117). Our private portfotiontributed the remainder of the change in vahe most significant of which were
gains relating to Oriental Brewery (consumer s§aad Intelligence Ltd. (service sector). The iased valuations, in the aggregate, generally
related to individual company performance. The alized gains on our private portfolio were pariaffset by unrealized losses on

Biomet, Inc. (healthcare sector) and Energy Futioklings Corp. (energy sector) reflecting decreassddations, in the aggregate, generally
related to declines in market comparables due évadivdeclines in equity markets or, in certainesasn unfavorable business outlook.

For the year ended December 31, 2010, appately 33% of net unrealized gains from changegiue were attributable to increased
share prices of various publicly held investmetits,most significant of which were Dollar Generalr@oration and Legrand Holdings S.A.
Our private portfolio contributed the remaindettoé net unrealized gains from changes in valuentbst significant of which were HCA Inc.,
Alliance Boots GmbH (healthcare sector) and US Bpémrmerly known as US Foodservice (retail sectbne increased valuations, in the
aggregate, generally related to both improvemenisarket comparables and individual company peréoee.

Dividend and interest income for the yeadtexl December 31, 2011 consists primarily of dindseearned from Dollar General
Corporation. Dividend and interest income for tearyended December 31, 2010 consists primarilyvidehds earned from HCA Inc. and
Visant Inc. Management fee refunds amounted to@difllion for the year ended December 31, 201leeehse of $125.9 million from the
year ended December 31, 2010. The lower managdeenéfund figure primarily reflects the 2006 Furetoming carr-earning in 2010, as
well as a benefit in the current year due to certands declining in value which triggered the mat of management fee refunds related to
management fees earned in the prior year.

Economic Net Incom

Economic net income in our Private Marlsggment was $362.8 million for the year ended Déezi81, 2011, a decrease of
$421.8 million, compared to economic net incom&%84.6 million for the year ended December 31, 20h@ decrease in investment income
described above was the primary contributor topireod over period decrease in economic net income.

Assets Under Manageme

The following table reflects the changesim Private Markets AUM from December 31, 201@&xrember 31, 2011:

($ in thousands)

December 31, 2010 AUI $ 46,223,90
New Capital Raise 2,347,101
Distributions (6,463,101
Foreign Exchang (57,100
Change in Valu 1,577,101

December 31, 2011 AU! $ 43,627,90

AUM for the Private Markets segment was.$48llion at December 31, 2011, a decrease of Bli6n, compared to $46.2 billion at
December 31, 2010. The decrease was primarilyoatable to
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distributions from our funds totaling $6.5 billievhich was comprised of $4.3 billion of realizedrgmand $2.2 billion of return of original co
This decrease was partially offset by $2.3 billiomew capital raised relating primarily to our uvat resources strategy and our infrastructure
strategy as well as net unrealized gains from ckaumgthe market value of our private equity pditfof $1.6 billion.

The net unrealized investment gains ingivate equity funds were driven primarily by netrealized gains of $0.9 billion and
$0.4 billion in our 2006 Fund and Asian Fund, respely. Approximately 78% of the net change inuafor the year ended December 31,
2011 was attributable to changes in share priceamdus publicly-listed investments, most notablgreases in Dollar General Corporation,
The Nielsen Company B.V. and Jazz Pharmaceuticads,partially offset by decreases in Legrand lfadd S.A., Sealy Corporation and Ma
Anshan Modern Farming Co. Our private portfolio ituted the remainder of the change in value, Withlargest contributor being
unrealized gains relating to Oriental Brewery antl RO-RO Isletmeleri A.S. (transportation sectdifese unrealized gains were partially
offset by unrealized losses relating to Biomet, bred Energy Future Holdings Corp. The increaséabtians, in the aggregate, generally
related to individual company performance, while tlecreased valuations, in the aggregate, geneetdied to declines in market comparal
due to overall declines in equity markets or, irtaie cases, an unfavorable business outlook.

Fee Paying Assets Under Managermr
The following table reflects the changesim Private Markets FPAUM from December 31, 20i®é&cember 31, 2011:

($ in thousands)

December 31, 2010 FPAU $ 38,186,70
New Capital Raise 2,197,401
Distributions (2,276,501
Foreign Exchang (222,900
Change in Valu (15,000

December 31, 2011 FPAU $ 37,869,70

FPAUM in our Private Markets segment was.$3illion at December 31, 2011, a decrease & Billion, compared to $38.2 billion at
December 31, 2010. The decrease was primarilypatable to distributions from our funds totaling $illion and to foreign exchange
adjustments on foreign denominated commitmentsitdunds of $0.2 billion. The decrease was patiaffset by $2.2 billion in new capital
raised relating primarily to our natural resoursgategy and our infrastructure strategy.

Committed Dollars Invested

Committed dollars invested were $5.0 hillfor the year ended December 31, 2011, an inci&fab@.4 billion, compared to committed
dollars invested of $4.6 billion for the year end@tember 31, 2010, due to an increase in the nuamtzksize of private equity investments
closed during the 2011 as compared with 2010.

Uncalled Commitments

As of December 31, 2011, our Private Magk&tgment had $10.1 billion of remaining uncallegital commitments that could be called
for investments in new transactions, including $ilBon of uncalled capital commitments from oWd5 Fund. As of February 23, 2012, the
2006 Fund has committed capital to approximately $dllion of pending transactions. There can bessurance that
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any of these transactions will close. As of Febyugr2012, we have formally accepted subscriptionsver $5.5 billion in capital
commitments on our North America Fund XI.

Year ended December 31, 2010 compared to year ebdmember 31, 2009
Fees

Fees were $526.6 million for the year enBedember 31, 2010, a decrease of $30.7 milliompared to fees of $557.3 million for the
year ended December 31, 2009. The decrease waaribyiniue to a $71.3 million decrease in gross roirig fees. This decrease w
primarily due to the absence in 2010 of $72.2 onillin fees received during the year ended DeceBihe2009 relating to the termination of
monitoring agreements in connection with the IPOsvo portfolio companies, Dollar General Corpooatiand Avago Technologies Limited.
Excluding the impact of termination payments, dgrihe year ended December 31, 2010, we had 33portbmpanies that were paying an
average monitoring fee of $2.6 million comparedw@0 portfolio companies that were paying an averagnitoring fee of $2.9 million durir
the year ended December 31, 2009. These typeswfiggion payments may occur in the future; howetrey are infrequent in nature and are
generally correlated with initial public offeringtévity in our private equity portfolio. In additip management fees decreased $19.0 million
resulting primarily from the net impact of the folNing: (i) a $28.2 million decrease in managemeesfas fees which were previously earned
from KPE have been eliminated as a result of ttam3actions on October 1, 2009; (ii) a decreasd @fmillion primarily relating to fee
paying capital that was transferred from a fee payirivate equity fund (European Fund Ill) to a ffiea paying private equity fund (E2
Investors) subsequent to September 30, 2009a($5.4 million net decrease due primarily to a otidn in fee paying capital at our private
equity funds in connection with realization actjviffset by new fee paying capital raised; and &n)increase of $25.5 million associated with
a reduction in waived management fees during 20t8.net decrease in fees was partially offset pgr(iincrease in gross transaction fees of
$38.3 million primarily reflecting an increase letnumber of transaction fee-generating investnauntisig the period and (ii) a $21.3 million
decrease in credits earned by limited partnersniegesharing arrangements in our private equitglfudue primarily to the decline in gross
transaction and monitoring fees. During 2010 thveezee 13 transaction fee-generating investments avttital combined transaction value of
approximately $9.9 billion as compared to eighh$action feggenerating investments with a total combined tretisa value of approximate
$4.6 billion in 2009. Transaction fees vary by isiveent based upon a number of factors, the masifisant of which are transaction size, the
particular negotiations as to the amount of the,féee complexity of the transaction and KKR's iial¢éhe transaction.

Expense:

Expenses were $344.3 million for the yeatesl December 31, 2010, an increase of $27.2 miliompared to expenses of $317.2 mil
for the year ended December 31, 2009. The incngaseprimarily due to an increase in other operagixgenses of $13.7 million primarily
reflecting an increase in transaction related egpsof $10.1 million attributable to unconsummatadsactions during the period. In addition,
employee compensation and benefits expense inct&d4e8 million reflecting the hiring of additionpérsonnel and the continued expansion
of our business.

Fee Related Earning

Fee related earnings in our Private Marketgment were $182.3 million for the year endedebder 31, 2010, a decrease of
$57.8 million, compared to fee related earning$2:%0.1 million for the year ended December 31, 200@ decrease was due to the decline in
fees and increase in expenses described above.
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Investment Income (Los

Investment income was $603.1 million foe frear ended December 31, 2010, a decrease ofdb@ifilon, compared to investment
income of $874.0 million for the year ended Decen8ige 2009. The decrease was primarily driven byage adjustments related to the
Combination Transaction that were applicable ferfuil year of 2010 versus only one quarter in 2008luding (i) the exclusion of carried
interest from the 1996 Fund, (ii) the exclusiorcafried interest allocated to certain of our formencipals, (iii) the allocation of a portion of
carried interest to the carry pool, and (iv) thelegion of investment gains and losses on capitedsted by or on behalf of the general partners
of our private equity funds. For the year endeddbazer 31, 2010, investment income (loss) includedet carried interest of $604.8 million
and (ii) other investment income (loss) of $(1.8lion, which was comprised primarily of lossesrtanfavorable changes in foreign exche
rates. The following table presents the componeihtet carried interest for the years ended Decer@be2010 and 2009.

Year Ended December 31

2010 2009
($ in thousands)
Net Realized Gains (Losse $ 420,57: $ (44,13¢)
Net Unrealized Gains (Losse 593,97: 835,02¢
Dividends and Intere! 187,52¢ 35,30:
Gross carried intere 1,202,071 826,19:
Less: Allocation to KKR carry poc (453,877 (57,97))
Less: Management fee refur (143,449) (22,72()
Net carried interes $ 604,75 $ 745,50:

Net realized gains (losses) for the yealedrDecember 31, 2010 consists primarily of thessaf East Resources Inc. and Eastman Kodak
Company, and partial sales of Dollar General Cafion, Legrand Holdings S.A. and Avago Technolodiesited. Net realized gains (losses)
for the year ended December 31, 2009 consists phintd the write-off of our investment in Masoniteternational, Inc., offset by realized
gains on initial public offerings of Avago Techngies Limited and Dollar General Corporation. Thikofwing table presents net unrealized
gains (losses) of carried interest by fund forythars ended December 31, 2010 and 2009.

Year Ended December 31

2010 2009
($ in thousands)

2006 Func $ 216,59: $ 203,76
Asian Func 170,52¢ 22,42
Millennium Fund 73,09¢ 380,05
European Fun 70,09 123,83«
Co-Investment Vehicle 40,92¢ 57,18:
European Fund Il 21,76¢
E2 Investors 96¢& —
1996 Fund(a — 47,77

Total(a) $ 593,97. $ 835,02¢

(@)  The above table excludes any funds for which thexe no unrealized gains (losses) of carried istataring
either of the periods presented. In addition, sgbeet to the Transactions, the 1996 Fund was rgeloincluded
in our results and therefore
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unrealized gains (losses) of carried interesthattaible to the 1996 Fund are included for the wealec
December 31, 2010 or the three months ended Dece3tib2009

For the year ended December 31, 2010, appately 33% of net unrealized gains from changegiue were attributable to
increased share prices of various publicly helé#tments, the most significant of which were Do&neral Corporation and Legrand
Holdings S.A. Our private portfolio contributed treamainder of the net unrealized gains from chaitggalue, the most significant of
which were HCA Inc., Alliance Boots GmbH (healtheaector) and US Foods, formerly known as US Fowitse(retail sector). The
increased valuations, in the aggregate, generiyad to both improvements in market comparabiesiredividual company
performance.

For the year ended December 31, 2009, appately 40% of unrealized gains were attributablércreased share prices of vari
publicly held investments, the most significantudfich were Legrand Holdings S.A., Avago Technolsdi@nited, Sealy Corporation
and Rockwood Holdings, Inc. (NYSE: ROC). Our prevaortfolio contributed the remainder of the uniesad gains, the most
significant of which were HCA Inc., KKR Debt Invess S.a.r.l. (financial services sector), and Altia Boots GmbH. In addition, there
was a significant unrealized gain due to the realarfa previously recognized unrealized loss inre@ztion with the write-off of our
investment in Masonite International Inc. (manufisicty sector) when the loss became realized. Tére@sed valuations, in the
aggregate, generally related to both improvementsarket comparables and individual company peréoe.

Dividend and interest income for the yeaderl December 31, 2010 consists primarily of dintteearned from HCA Inc. and
Visant Inc. Dividend and interest income for theawyended December 31, 2009 consists primarily\afldnds earned from Dollar
General Corporation and Legrand Holdings S.A. Tinewant of carried interest earned during the yededrDecember 31, 2010 for
those funds and vehicles eligible to receive cdrigerest amounted to $1.1 billion, of which tlzerg pool was allocated approximat
40% and the remaining portion was allocated to kdfid KKR Holdings based on their respective ownerplercentages. Management
fee refunds amounted to $143.4 million for the yeradled December 31, 2010, an increase of $120liomfiftom the year ended
December 31, 2009 primarily reflecting the 2006 drbecoming carry-earning in 2010.

Economic Net Income (Loss)

Economic net income in our Private Marksggment was $784.6 million for the year ended Déezi81, 2010, a decrease of
$329.1 million compared to economic net incomehii$illion for the year ended December 31, 2008: @ecrease in investment
income described above was the main contributtiteégeriod over period decline in economic netimeo

Assets Under Management

The following table reflects the changesim Private Markets AUM from December 31, 200®&rember 31, 2010:

($ in thousands)

December 31, 2009 AU! $ 38,842,90
New Capital Raise 3,025,501
Distributions (4,085,201
Foreign Exchang (274,800
Change in Valut 8,715,50!

December 31, 2010 AU! $ 46,223,90
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AUM in our Private Markets segment was 24dillion at December 31, 2010, an increase of $illibn, compared to $38.8 billic
at December 31, 2009. The increase was primatifjpatable to $8.7 billion of net unrealized gamesulting from changes in the mar
values of our private equity portfolio companiesyeell as $3.0 billion of new capital raised. Thet nnrealized investment gains in our
private equity funds were driven primarily by netrealized gains of $3.2 billion, $1.4 billion, $bBlion, $0.9 billion, and $0.8 billion
in our 2006 Fund, Millennium Fund, European Fund\Bian Fund and European Fund, respectively. Agprately 40% of the net
change in value for the year ended December 310 @5 attributable to changes in share prices mbws publicly listed investments,
notably increases in Dollar General Corporatiorgraad Holdings S.A. and NXP Semiconductors NV (NASD NXPI), which was
taken public during the third quarter of 2010. Q@tivate portfolio contributed the remainder of tienge in value, with the largest
contributor being unrealized gains relating to HDA. (healthcare sector). These unrealized gaims partially offset by significant
unrealized losses related to Energy Future Hold®g®. (energy sector) and U.N Ro-Ro IsletmeleB.Atransportation sector). The
increased valuations, in the aggregate, generiyad to both improvements in market comparatiesiredividual company
performance. Partially offsetting these increaseswdistributions from our funds totaling $4.1 ibili, which was comprised of
$3.3 billion of realized gains and $0.8 billionreturn of original cost.

Fee Paying Assets Under Management

The following table reflects the changesim Private Markets FPAUM from December 31, 200®é&cember 2010:

($ in thousands)

December 31, 2009 FPAU $ 36,484,40
New Capital Raise 2,971,601
Distributions (650,30()
Foreign Exchang (658,800
Change in Valu 39,80(

December 31, 2010 FPAU $ 38,186,70

FPAUM in our Private Markets segment wa8.83illion at December 31, 2010, an increase of $illion, compared to
$36.5 billion at December 31, 2009. The increasg pvamarily attributable to new fee paying capiked during 2010, including
$0.9 billion for our China Growth Fund and $1.1libit for an infrastructure separately managed aetdthe increase was partially
offset by distributions of $0.7 billion and a $&iflion decrease related to foreign exchange adjasts on foreign denominated
commitments and invested capital.

Committed Dollars Invested

Committed dollars invested were $4.6 hillfor the year ended December 31, 2010, an increfeb2.5 billion, compared to
committed dollars invested of $2.1 billion for thear ended December 31, 2009.

Uncalled Commitments

As of December 31, 2010 our Private Marketyment had $12.6 billion of remaining uncalleplitsh commitments that could be
called for investments in new transactions.
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Public Markets Segment

The following tables set forth informaticegarding the results of operations and certaindggrating metrics for our Public
Markets segment for the years ended December 31, 2010 and 2009.

Year Ended December 31
2011 2010 2009
($ in thousands)

Fees
Management and Incentive
Fees:
Management Fee $ 84,98 $ 57,05¢ $ 50,75¢
Incentive Fee 34,24: 38,83: 4,472
Management and Incenti
Fees 119,22 95,89: 55,22¢
Net Transaction Fee
Transaction Fee 11,99¢ 19,11% —
Fee Credit: (5,930 (12,33¢) —
Net Transaction Fee 6,06¢ 6,781 —
Total Fees 125,29: 102,67: 55,22¢
Expense:
Compensation and Benefits| 46,13 29,91( 24,08¢
Occupancy and Related Char 4,05¢ 2,37 2,48:
Other Operating Expens 15,48: 13,43( 18,10:
Total Expense 65,67 45,71¢ 44,67
Fee Related Earnings 59,61¢ 56,951 10,55¢
Investment Income (Los:
Gross Carried Intere (2,590 5,00( —
Less: Allocation to KKR
Carry Pool 1,03¢ (2,000 —
Net Carried Interes (1,559 3,00( —
Other Investment Income
(Loss) 50& 71€ (5,260
Total Investment Income
(Loss) (1,049 3,71¢ (5,260

Income (Loss) Befor
Noncontrolling Interests in

Income of Consolidated Entitit 58,56¢ 60,67 5,29¢
Income (Loss) Attributable t
Noncontrolling Interest 59¢ 537 15
Economic Net Income
(Loss) $ 57,97C $ 60,13¢ $ 5,27¢
Assets Under Management (Per
End) $ 15,380,700 $ 14,773,60 $ 13,361,30
Fee Paying Assets Under
Management (Period En $ 8,527,600 $ 7,824,400 $ 6,295,40
Committed Dollars Investe $ 980,700 $ 697,600 $ —
Uncalled Commitments (Peric
End) $ 1,330,200 $ 1,448,800 $ 816,32

(a) Excludes an $8.0 million charge for r-cash equity based compensation during the yearddddeember 31, 20:
associated with equity awards granted under the RKBb. L.P. 2010 Equity Incentive Pla

106




Table of Contents
Year ended December 31, 2011 compared to year ebdegmber 31, 2010
Fees

Fees were $125.3 million for the year enBedember 31, 2011, an increase of $22.6 milliommared to $102.7 million for the year
ended December 31, 2010. The increase is primduidyto an increase in management fees of $27.bmikflecting an increase in fee-paying
assets under management partially offset by a dseri@ incentive fees due to a decline in the firdmperformance of KFN when compared to
the prior year.

Expense:

Expenses were $65.7 million for the yeatezhDecember 31, 2011, an increase of $20.0 miliompared to $45.7 million for the year
ended December 31, 2010. The increase was printhréyto an increase in compensation and benefisrme of $16.2 million primarily
attributable to an increase in personnel to supganwth in our Public Markets segment, including equity strategies platform.

Fee Related Earninc

Fee related earnings were $59.6 milliortteryear ended December 31, 2011, an increasz ®hdillion, compared to $57.0 million for
the year ended December 31, 2010. The increaseirefated earnings is primarily due to the inaéadee income, partially offset by the
increase in expenses, as described above.

Investment Income (Los

Investment loss was of $1.0 million for frear ended December 31, 2011, as compared taimgesincome of $3.7 million for the year
ended December 31, 2010. The decrease was prirdaiilgn by the reversal of previously recognizetiaaried interests.

Economic Net Incom

Economic net income was $58.0 million foe {/ear ended December 31, 2011, a decrease ofrfiidh, compared to economic net
income of $60.1 million for the year ended Decenfr2010. The decrease in carried interest dest@ibove was the main contributor to the
period over period decrease in economic net income.

Assets Under Manageme

The following table reflects the changesim Public Markets AUM from December 31, 2010 tecBmber 31, 2011:

($ in thousands)

December 31, 2010 AU! $ 14,773,60
New Capital Raise 1,559,101
Distributions (633,900
Redemption: (801,100
Change in Valu 483,00(

December 31, 2011 AUI $ 15,380,70

AUM in our Public Markets totaled $15.4lioih at December 31, 2011, an increase of $0.®hilcompared to $14.8 billion at
December 31, 2010. The increase for the periodduaso $1.6 billion of new capital raised and e%dlllion increase in the net asset value of
certain investment vehicles, which was largely efftsy $0.8 billion of redemptions in our liquid dieseparately managed accounts and
$0.6 billion of distributions from our other fundad vehicles.

107




Table of Contents
Fee Paying Assets Under Managermr

The following table reflects the changesim Public Markets FPAUM from December 31, 201@exember 31, 2011:

($ in thousands)

December 31, 2010 FPAU $ 7,824,401
New Capital Raise 1,346,301
Distributions (269,500)
Redemption: (801,100
Change in Valu 427,50(

December 31, 2011 FPAU $ 8,527,60

FPAUM in our Public Markets segment wass$dllion at December 31, 2011, an increase of $dlion, from $7.8 billion at
December 31, 2010. The increase for the periodduaso $1.3 billion of new capital raised, and a44dlllion increase in the net asset value of
certain investment vehicles, which were largelgeffby $0.8 billion of redemptions in our liquicedit separately managed accounts and
$0.3 billion of distributions from our other fundad vehicles.

Committed Dollars Invested

Committed dollars invested were $980.7iomilfor the year ended December 31, 2011, an isered$283.1 million, compared to
committed dollars invested of $697.6 million foethear ended December 31, 2010 reflecting more lathtransactions during the current
period.

Uncalled Commitments

As of December 31, 2011, our Public Marlsgtgment had $1.3 billion of uncalled commitmeht tould be called for investments in
new transactions.

Year ended December 31, 2010 compared to year ebdmember 31, 2009
Fees

Our Public Markets segment earned feed02% million for the year ended December 31, 2@h0ncrease of $47.5 million, compared
to fees of $55.2 million for the year ended Decendie 2009. The increase is primarily the resuliofincrease in incentive fee income from
KFN of $34.3 million, from $4.5 million for the yeanded December 31, 2009 to $38.8 million forjtear ended December 31, 2010. The
increase in incentive fee income is a result of KHitancial performance exceeding the requirecberark. The increase in fees is also
attributable to increased fee paying assets undeagement associated with new capital raised {gse Paying Assets Under Management"
table below) and $6.8 million of net transactioadearned during the year ended December 31, Rdlansaction fees were earned during
the year ending December 31, 2009. These incréasess were partially offset by an $11.7 millioecdease in management fees from
structured finance vehicles. In 2009, we electe@maporarily receive management fees from strudtfirance vehicles in lieu of being
reimbursed $13.0 million of expenses by KFN andStrategic Capital Funds. We ceased electing ®iveananagement fees in lieu of the
expense reimbursement in the first quarter of 281d) as a result, received only $1.3 million oftstees in 2010.

Expense:

Expenses in our Public Markets segment WéEe7 million for the year ended December 31, 2@h0ncrease of $1.0 million, compared
to expenses of $44.7 million for the year endeddb®mer 31, 2009. The increase was primarily duatmerease in employee compensation
and benefits expense of $5.8 million reflecting ltireng of additional personnel and the continuedlngh of this segment. Partially offsetting
the increase in employee compensation and beneigsa decrease
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in other operating expenses of $4.6 million whicksvprimarily attributable to an $11.7 million dezse in waived expense reimbursements
waived $13.0 million of expense reimbursementsrdu#009 from KFN and the Strategic Capital Funéssus only $1.3 million in 2010, as
noted above. This decrease in other operating egsanas partially offset by increased general a@nairsistrative expenses resulting from the
expansion of our business.

Fee Related Earning

Fee related earnings in our Public Marketgment were $57.0 million for the year ended Déxari1, 2010, an increase of $46.4 milli
compared to fee related earnings of $10.6 millmmtfie year ended December 31, 2009. The incredee irelated earnings is primarily due to
the increase in fees described above.

Investment Income (Los

Our Public Markets segment had investmeedine of $3.7 million for the year ended Decemtgr2®10, an increase of $9.0 million,
compared to investment losses of $5.3 million fer year ended December 31, 2009. The increasenmaarily driven by net carried interest
from certain special situations separately managedunts earned in the year ended December 31, 2010

Economic Net Incom

Economic net income in our Public Markeggraent was $60.1 million for the year ended Decer8ibe2010, an increase of
$54.8 million, compared to economic net income®B3million for the year ended December 31, 2008 fcrease in fee related earnings
described above was the main contributor to theogever period increase in economic net income.

Assets Under Manageme

The following table reflects the changesim Public Markets AUM from December 31, 2009 tecBmber 31, 2010:

($ in thousands)

December 31, 2009 AUl $ 13,361,30
New Capital Raise 1,970,101
Distributions (49,200
Redemption: (1,232,500
Change in Valut 723,90(

December 31, 2010 AU! $ 14,773,60

AUM in our Public Markets segment totaled!$8 billion at December 31, 2010, an increaselof $illion, compared to $13.4 billion at
December 31, 2009. The increase was driven by$Ridn of new capital raised across our varioublRuMarkets strategies, as well as a
$0.7 billion increase in the net asset value of Kdfid certain other fixed income vehicles. Thesecimges were partially offset by $1.2 billion
of redemptions in our liquid credit separately ngathaccounts.
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Fee Paying Assets Under Managermr

The following table reflects the changesim Public Markets FPAUM from December 31, 200®ecember 31, 2010:

($ in thousands)

December 31, 2009 FPAU $ 6,295,400
New Capital Raise 1,893,001
Distributions (49,200
Redemption: (1,232,500
Change in Valu 917,70(

December 31, 2010 FPAU $ 7,824,40

FPAUM in our Public Markets segment tote$7d8 billion at December 31, 2010, an increas®1ob billion, compared to $6.3 billion at
December 31, 2009. The increase was driven byl§lli®n of new capital raised across our varioublRuMarkets strategies, as well as a
$0.9 billion increase in the net asset value of Kl certain other fixed income vehicles. Thesecimges were partially offset by $1.2 billion
of redemptions in our liquid credit separately mgathaccounts.

Committed Dollars Invested

Committed dollars invested were $0.7 hillfor the year ended December 31, 2010. There memmmitted dollars invested to any of
our public markets investment vehicles for the yaated December 31, 2009.

Uncalled Commitments

As of December 31, 2010 our Public Marlegtgment had $1.4 billion of uncalled capital commeints that could be called for investm:
in new transactions.
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Capital Markets and Principal Activities Segment

The following table sets forth informaticegarding the results of operations and certaindggrating metrics for our Capital Markets and
Principal Activities segment for the years endedddeber 31, 2011, 2010 and 2009.

Year Ended December 31
2011 2010 2009
($ in thousands)

Fees
Management and Incentive Fe
Management Fee $ — $ — $ —
Incentive Fee — — —

Management and Incentive Fe — — —

Monitoring and Transaction Fee
Monitoring Fees — — —

Transaction Fee 170,48( 105,26t 34,12¢
Fee Credit — — —
Net Monitoring and Transactic
Fees 170,48( 105,26t 34,12¢
Total Fees 170,48( 105,26t 34,12¢
Expense:
Compensation and Benefits| 26,10¢ 16,86 9,45k
Occupancy and Related Char 1,25¢ 94t 782
Other Operating Expens 12,17: 8,37¢ 5,23¢
Total Expense 39,53¢ 26,18« 15,47¢
Fee Related Earnings 130,94 79,08 18,65:

Investment Income (Los:!
Gross Carried Intere — — —
Less: Allocation to KKR Carry Pot — — —
Net Carried Interes — — —
Other Investment Income (Los 202,80: 1,219,05: 349,67¢
Total Investment Income (Los 202,80: 1,219,05: 349,67¢

Income (Loss) Before Noncontrollir
Interests in Income of Consolidated

Entities 333,74t 1,298,13! 368,33:
Income (Loss) Attributable t
Noncontrolling Interest 3,53¢ 3,03: 581

Economic Net Income (Loss $ 330,21( $ 1,295,10: $ 367,75:

€) Excludes a $0.4 million charge for r-cash equity based compensation during the yeadeddeember 31, 201
associated with equity awards granted under the RKBb. L.P. 2010 Equity Incentive Pla

Year ended December 31, 2011 compared to year ebdmgmber 31, 2010
Fees

Fees in our Capital Markets and Principetiities segment were $170.5 million for the yeaded December 31, 2011, an increase of
$65.2 million, compared to fees of $105.3 millian the year ended December 31, 2010. The increas@vimarily due to an increase in the
size and number of various equity and debt trafmaturing the period. Overall, we completed 7Riteh markets transactions for the year
ended December 31, 2011 of which 15 representeityexfterings and 57 represented debt offeringssaapared to 50 transactions for the
year ended December 31, 201(
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which 14 represented equity offerings and 36 repriesi debt offerings. The fees were earned in aimmewith underwriting, syndication and
other capital markets services. While each of #ygtal markets transactions that we undertakeignsigment is separately negotiated, our fee
rates are generally higher with respect to undéivgrior syndicating equity offerings than with respto debt offerings, and the amount of fees
that we collect for like transactions generallyretates with overall transaction sizes. Our capitatkets business is dependent on the overall
capital markets environment, which is influencedelqyity prices, credit spreads and volatility.

Expense:

Expenses in our Capital Markets and Predchetivities segment were $39.5 million for theayended December 31, 2011, an increase of
$13.3 million, compared to expenses of $26.2 nmilfior the year ended December 31, 2010. The inereas primarily due to a $9.2 million
increase in Compensation and Benefits expense &ddlanillion increase in occupancy and other djiegaexpenses relating primarily to
increased headcount and the overall expansioreatahital markets business.

Fee Related Earning

Fee related earnings in our Capital Markeis Principal Activities segment were $130.9 milfor the year ended December 31, 201!
increase of $51.8 million, compared to fee relaadings of $79.1 million for the year ended Decen81i, 2010. The increase was due to the
increase in fees, partially offset by the increiasexpenses as described above.

Investment Income (Los

Investment income was $202.8 million fog trear ended December 31, 2011 a decrease of #Hiilb0, lcompared to investment income of
$1.2 billion for the year ended December 31, 201¢=d primarily by a lower level of appreciation@iir balance sheet investments.

Year Ended December 31,

2011 2010
($ in thousands)

Net Realized Gains (Losse $ 151,66t $  26,24:
Net Unrealized Gains (Losse 16,51« 966,86¢
Dividend Income 30,767 226,61¢
Interest Income 46,55¢ 25,74¢
Interest Expens (42,70 (26,419
Other Investment Income (Los $ 202,80: $ 1,219,05:
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For the year ended December 31, 2011 eadived gains were comprised of $345.1 millionegflized gains from the sale of certain
private equity investments, the most significantvbich were Dollar General Corporation, HCA, Inkvago Technologies Limited, and
Hilcorp Resources, LLC, partially offset by $198¥llion of realized losses primarily from the corepibn of the bankruptcy of Capmark
Financial Group, Inc. The net unrealized gains vearaprised of unrealized gains relating to the reais of previously recognized unrealized
losses related primarily to the completion of tlakruptcy of Capmark Financial Group, Inc. andureealized gains reflecting increases in
value of various private equity investments, magghly Dollar General Corporation and The NielsemPany. These net unrealized gains
were offset by the reversals of previously recogdianrealized gains in connection with partial saleprivate equity investments, most
notably HCA, Inc. and Dollar General Corporation.

For the year ended December 31, 2010 eadized gains were comprised of $150.3 million aihg from the sale of certain private equity
investments, the most significant of which wasphetial sale of Dollar General Corporation, and4s12million of losses from the sale of non-
private equity investments, which related primatdythe write-off of our investment in Aero TechaiSupport & Services S.a.r.L (industrial
sector). The net unrealized gains were comprisék821.8 million of net unrealized appreciation df/pte equity investments, the most
significant of which were Dollar General Corporatiand NXP Semiconductors NV. Dividend income of &82million in 2010 primarily
consisted of dividends earned from HCA Inc.

Economic Net Income (Los

Economic net income in our Capital Markaatsl Principal Activities segment was $330.2 millfonthe year ended December 31, 2011, a
decrease of $1.0 billion, compared to economiantaime of $1.3 billion for the year ended Decen®fer2010. The decrease in investment
income described above was the primary contribtatdihe period over period decrease in economidneeime.

Year ended December 31, 2010 compared to year ebdmember 31, 2009
Fees

Fees in our Capital Markets and Principetiities segment were $105.3 million for the yeaded December 31, 2010, an increase of
$71.2 million, compared to $34.1 million for theayeended December 31, 2009. Overall, we compleledahisactions for the year ended
December 31, 2010 of which 14 represented equigriafys and 36 represented debt offerings, as coedpa 11 transactions for the year
ended December 31, 2009 of which 2 representedyegfiférings and 9 represented debt offerings. ¥hadch of the capital markets
transactions that we undertake in this segmemgarately negotiated, our fee rates are genergheh with respect to underwriting the
offerings of equity securities than with respecthte issuance of debt securities, and the amoufeesfthat we collect for like transactions
generally correlates with overall transaction sif&sr capital markets business is dependent ooweell capital markets environment, which
is influenced by equity prices, credit spreads anidtility.

Expense:

Expenses were $26.2 million for the yeateghDecember 31, 2010, an increase of $10.7 miliompared to $15.5 million for the year
ended December 31, 2009. The increase was printréyto a $7.4 million increase in employee comagais and benefits expense relating
primarily to increased headcount in connection whth expansion of our business as well as to aease in incentive compensation resulting
from the improved overall financial performanceoof capital markets business.
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Fee Related Earninc

Due primarily to the increase in fees diésat above, fee related earnings in our Capitalkgtarand Principal Activities segment were
$79.1 million for the year ended December 31, 2@h0ncrease of $60.4 million, as compared to éeted earnings of $18.7 million during
the year ended December 31, 2009.

Investment Income (Los
The following table presents the componentsther investment income (loss) for the yeaideehDecember 31, 2010 and 2009.

Year Ended December 31

2010 2009
($ in thousands)

Net Realized Gains (Losse $ 26,241 $ 24,51¢
Net Unrealized Gains (Losse 966,86¢ 333,57¢
Dividend Income 226,61¢ 59¢
Interest Income 25,74¢ 5,10¢
Interest Expens (26,419 (24,117

Other Investment Income (Los $ 1,219,05. $ 349,67

The first nine months of 2009 did not irdduthe results of the net assets acquired from $iREe the Transactions were completed on
October 1, 2009. Accordingly, the 2009 amountsfinvestment income for the fourth quarter of2@6d the remainder of 2009 activity
primarily relates to interest expense at our chpitrkets business.

In 2010, the net unrealized gains were atgag of $821.8 million of net unrealized gainsifrprivate equity investments, the most
significant of which were Dollar General Corporatiand NXP Semiconductors NV, which went publictia third quarter of 2010, as well as
$145.1 million of net unrealized gains from nonvpte equity investments (total net unrealized gainkided reversals of previously recorded
unrealized losses of $216.7 million related togake of investments during the year). Net realgaids were comprised of $150.3 million of
realized gains from the sale of certain privateitygovestments, the most significant of which vilas partial sale of Dollar General
Corporation, and $124.1 million of realized los&esn the sale of non-private equity investmentsiclvhielated primarily to the writeff of our
investment in Aero Technical Support & Servicesr3.gindustrial sector). Dividend income of $2@6nillion in 2010 primarily consisted of
dividends earned from HCA Inc.

In 2009, net unrealized gains were comgrige$293.8 million of net unrealized gains fronivpte equity investments, the most signific
of which were Dollar General Corporation, which wpnblic in the fourth quarter of 2009, NXP Semidantors N.V. and HCA Inc., as well
$39.8 million of net unrealized gains from non-pitr equity investments.

Economic Net Income (Los

Economic net income in our Capital Markaatsl Principal Activities segment was $1.3 billian the year ended December 31, 2010, an
increase of $927.4 million, as compared to econoratancome of $367.8 million for the year ended®uaber 31, 2009. The increase in
investment income described above was the mainibatdr to the growth in economic net income.
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Segment Book Valu
The following table presents our segmeatieshent of financial condition as December 31, 2011

As of December 31, 2011

Capital
Markets and
Private Public Principal Total
Markets Markets Activities Reportable
Segment Segment Segment Segments
Cash and shc-term investment $ 296,71° $ 8,081 $ 684,637 $ 989,44:
Investment: — — 4,743,401 4,743,401
Unrealized carn 419,52: 1,447 — 420,97(
Other asset 139,43. 58,36( 63,79¢ 261,59:
Total assets $ 855,67. $ 67,89 $ 5491,84. $ 6,415,40
Debt obligations $ — $ — $ 500,00 $ 500,00
Other liabilities 128,59( 8,15: 49,32¢ 186,07
Total liabilities $ 128,59( $ 8,15 $§ 549,32¢ $ 686,07:
Noncontrolling interest (2,35%) 72¢ 19,38! 18,75:
Book value $ 728,44( $ 59,01: $ 4,923,13. $ 5,710,58
Book value per adjusted unit $ 106 $ 0.0¢ $ 714 % 8.2¢

The following table provides a reconcilitiof KKR's GAAP Common Units Outstanding to AdpgtUnits.

Liquidity

Units

GAAP Common Units Outstandinc—Basic 227,150,18

Unvested Common Uni 6,028,44.
GAAP Common Units Outstandinc—Diluted 233,178,62

Adjustments

KKR Holdings Units 456,214,23
Adjusted Units 689,392,86

As of

December 31, 2011

KKR & Co. L.P. partners' capital 1,328,69:
Plus: Noncontrolling interests held by KKR Holding#. 4,342,15
Plus: Equity impact of KKR Management Holdings Capd

other 39,72¢
Book value 5,710,58.
Adjusted units 689,392,86
Book value per adjusted unit 8.2¢

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 short term asgeds a
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liabilities, which we anticipate will be settledrfeash within one year. Our primary cash flow &tigg on an unconsolidated basis involve:

(i) generating cash flow from operations; (ii) geateng income from investment activities, includithg sale of investments and other assets;
(iii) funding capital commitments that we have maaleur funds; (iv) funding our growth initiative&;) underwriting commitments within our
capital markets business; (vi) distributing casiwfto our owners; and (vii) borrowings, interesyipents and repayments under credit
agreements, the Senior Notes and other borrowirgggements. As of December 31, 2011, we had caskhart-term investments on a
segment basis of $989.4 million.

Sources of Liquidity

Our principal sources of liquidity consistamounts received from: (i) our operating aci@gt including the fees earned from our funds,
managed accounts, portfolio companies, capital atarkansactions and other investment produc}gegilizations on carried interest from our
investment funds; (iii) realizations on and saleprincipal investments; and (iv) borrowings under credit facilities and other borrowing
arrangements described below.

Carried interest is distributed to the gahpartner of a vehicle with a clawback or neslebaring provision only after all of the following
are met: (i) a realization event has occurred (saje of a portfolio company, dividend, etc.)} {iie vehicle has achieved positive overall
investment returns on realized investments sircldeption, in excess of performance hurdles whppdicable; and (iii) with respect to
investments with a fair value below cost, costlesn returned to investors in an amount suffidiemeduce remaining cost to the investments'
fair value.

We have access to funding under variougitcfacilities and other borrowing arrangementd tha have entered into with major financial
institutions or which we receive from the capitankets. The following is a summary of the princifgains of these facilities and other
borrowing arrangements.

Revolving Credit Agreemer

For the year ended December 31, 2011, $iBi@mof borrowings were made during the year aodborrowings were outstanding as of
December 31, 2011, under any of the revolving tglieements described below. We may, howeveizeitihese facilities prospectively in t
normal course of our operations.

. On February 26, 2008, Kohlberg Kravis Roberts & C®. entered into a credit agreement with a mij@ncial institution (the
"Corporate Credit Agreement"). The Corporate Créditeement originally provided for revolving borrimgs of up to
$1.0 billion, with a $50.0 million sublimit for swij-line notes and a $25.0 million sublimit for &# of credit. On February 22,
2011, the parties amended the terms of the Comp@wdit Agreement (the "Amended and Restated Catp&redit
Agreement") such that effective March 1, 2011, lakslity for borrowings under the credit facilityas reduced from $1.0 billic
to $700 million and the maturity was extended tadhal, 2016. In addition, the KKR Group Partnershipcame co-borrowers
of the facility, and KKR & Co. L.P. and the Issudrthe Senior Notes discussed below became guasanitthe Corporate
Credit Agreement, together with certain generailnmas of our private equity funds. On June 3, 2@i4 Amended and Restated
Corporate Credit Agreement was amended to admétxalender, subject to the same terms and condijttonwovide a
commitment of $50 million. This commitment increddbe availability for borrowings under the crefditility to $750 million.
As of December 31, 2011, no borrowings were outhtenunder the Amended and Restated Corporate tGkgdeement.
During the year ended December 31, 2011, $50.0omias drawn and subsequently repaid.
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. On February 27, 2008, KKR Capital Markets entergd a revolving credit agreement with a major ficiahinstitution (the
"KCM Credit Agreement") for use in KKR's capital rkats business. The KCM Credit Agreement, as am&rmatevides for
revolving borrowings of up to $500 million with &0 million sublimit for letters of credit. The KCKredit Agreement has a
maturity date of February 27, 2013. Borrowings untes facility may only be used for our capital mkets business. As of
December 31, 2011, no borrowings were outstandiaguthe credit facility. For the year ended Decendi, 2011, no amout
were drawn under the KCM Credit Facility.

. In June 2007, KKR PEI Investments L.P., (the "KRizelstment Partnership™) entered into a-year revolving credit agreeme
expiring in June 2012, with a syndicate of lendére "Principal Credit Agreement”). During DecemB@d 1, the KPE
Investment Partnership elected to terminate thecir@l Credit Agreement in advance of its schedulenk 2012 expiration date
as the facility was not contemplated to be furthtdized in light of anticipated borrowing needdaavailability under the
Corporate Credit Agreement. For the year ended ibbee 31, 2011, no amounts were drawn under theiPahCredit
Agreement.

Senior Notes

. On September 29, 2010, KKR Group Finance Co. LIbé {tssuer"), a subsidiary of KKR Management Hod@irCorp., issue
$500 million aggregate principal amount of 6.37584i8r Notes (the "Senior Notes"), which were issaed price of 99.584%.
The Senior Notes are unsecured and unsubordinbtiggtions of the Issuer and will mature on Septenft®, 2020, unless
earlier redeemed or repurchased. The Senior No¢efsilly and unconditionally guaranteed, jointlydeseverally, by
KKR & Co. L.P. and the KKR Group Partnerships. Huarantees are unsecured and unsubordinated adrigaif the
guarantors. The Senior Notes bear interest atzofdd.375% per annum, accruing from Septembe2@90.

. The indenture, as supplemented by a first suppléaherenture, relating to the Senior Notes inckidevenants, includin
limitations on the Issuer's and the guarantorditabd, subject to exceptions, incur indebtednsssured by liens on voting stock
or profit participating equity interests of theutssidiaries or merge, consolidate or sell, transfdease assets. The indenture, as
supplemented, also provides for events of defandtfarther provides that the trustee or the holdérsot less than 25% in
aggregate principal amount of the outstanding Seévates may declare the Senior Notes immediated¢yahd payable upon the
occurrence and during the continuance of any evedéfault after expiration of any applicable graegiod. In the case of
specified events of bankruptcy, insolvency, recaig or reorganization, the principal amount & 8enior Notes and any
accrued and unpaid interest on the Senior Notesraitically becomes due and payable. All or a portibthe Senior Notes m:
be redeemed at the Issuer's option in whole oarty pt any time, and from time to time, prior heit stated maturity, at the
make-whole redemption price set forth in the SeNiotes. If a change of control repurchase eventireg¢he Senior Notes are
subject to repurchase by the Issuer at a repurgitacsein cash equal to 101% of the aggregate jpd@th@mount of the Senior
Notes repurchased plus any accrued and unpaieggtten the Senior Notes repurchased to, but nhtdimg, the date of
repurchase.

Liquidity Needs

We expect that our primary liquidity need# consist of cash required to: (i) continue t@gy our business, including seeding new
strategies and funding our capital commitments ntadisting and future funds, dovestments and any net capital requirements otapital
markets companies; (ii) service debt obligatiossyell as any contingent liabilities that may grise to future cash payments; (iii) fund cash
operating expenses; (iv) pay amounts that may beabm under our tax
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receivable agreement with KKR Holdings as descriseldw; (v) make cash distributions in accordandé wur distribution policy;

(vi) underwrite commitments within our capital mat& business and (vii) acquire additional princgessdets. We may also require cash to fund
contingent obligations including those under clagkband net-loss sharing arrangements. See "—LitygielContractual Obligations,
Commitments and Contingencies on an UnconsolidBésis.” We believe that the sources of liquiditgd#éed above will be sufficient to

fund our working capital requirements for at lethgt next 12 months.

Capital Commitments

The agreements governing our active investrfunds generally require the general partneteefunds to make minimum capital
commitments to the funds, which usually range f@¥nto 4% of a fund's total capital commitmentsigalfclosing. In addition, we are
responsible for the uncalled commitments of the KiREEstment Partnership as a partner in our priggtety funds. The following table
presents our uncalled commitments to our activestment funds as of December 31, 2011:

Uncalled
Commitments
($ in thousands)

Private Markets

European Fund Il $ 266,90(
2006 Func 126,20(
Asian Func 64,30(
Infrastructure Fun 36,00(
E2 Investors (Annex Funt 28,10(
Natural Resources 18,80(
China Growth Funt 7,20(
Other Private Markets Commitmer 9,10(
Total Private Markets Commitmer 556,60(
Public Markets
Lending Partner 71,00(
Mezzanine Funi 32,80(
Special Situations Vehicle 4,80(
Total Public Markets Commitmen 108,60(
Total Uncalled Commitmen $ 665,20(

As of February 7, 2012, we committed $30llion of capital to North America Fund XI. We exgteo fund commitments with cash and
short-term investments, proceeds from realizatafnzincipal assets and other sources of liquiditgilable to us.

Tax Receivable Agreement

We and certain intermediate holding comesautinat are taxable corporations for U.S. fedstate and local income tax purposes, may be
required to acquire KKR Group Partnership Unitsifrime to time pursuant to our exchange agreeméhtkiKR Holdings. KKR
Management Holdings L.P. made an election undeiid®®e¢54 of the Internal Revenue Code that will agmin effect for each taxable year in
which an exchange of KKR Group Partnership Unitsctammon units occurs, which may result in an iasgein our intermediate holding
companies' share of the tax basis of the ass¢te d¢KR Group Partnerships at the time of an exgeasf KKR Group Partnership Units.
Certain of these exchanges are expected to resalft increase in our intermediate holding
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companies' share of the tax basis of the tangideirtangible assets of the KKR Group Partnershifmarily attributable to a portion of the
goodwill inherent in our business that would ndtestvise have been available. This increase in égishmay increase depreciation and
amortization deductions for tax purposes and tloeeefeduce the amount of income tax our intermediatding companies would otherwise
required to pay in the future. This increase inagis may also decrease gain (or increase lodsitune dispositions of certain capital assets to
the extent tax basis is allocated to those capiséts.

We have entered into a tax receivable agee¢ with KKR Holdings requiring our intermediatelting companies to pay to KKR
Holdings or transferees of its KKR Group Partngrdbinits 85% of the amount of cash savings, if amyJ.S. federal, state and local income
tax that the intermediate holding companies actualhlize as a result of this increase in tax hasisvell as 85% of the amount of any such
savings the intermediate holding companies actuatyjize as a result of increases in tax basisatis¢ due to future payments under the
agreement. A termination of the agreement or agha control could give rise to similar paymenasdd on tax savings that we would be
deemed to realize in connection with such evertigs payment obligation is an obligation of our mtediate holding companies and not of
either KKR Group Partnership. As such, the castridigions to common unitholders may vary from hesklof KKR Group Partnership Units
(held by KKR Holdings and our principals) to thaent payments are made under the tax receivabéeagmt to selling holders of KKR Grc
Partnership Units to date. As the payments refletiial tax savings received by KKR entities, thaey be a timing difference between the tax
savings received by KKR entities and the cash paysn® selling holders of KKR Group Partnershiptdnis of December 31, 2011,
approximately $0.2 million of cash payments haverbeade under the tax receivable agreement.

We expect our intermediate holding compstiebenefit from the remaining 15% of cash saviifgay, in income tax that they realize
the event that other of our current or future stilasies become taxable as corporations and acl#ire Group Partnership Units in the future,
or if we become taxable as a corporation for Ueflefal income tax purposes, we expect that eath@ibme subject to a tax receivable
agreement with substantially similar terms.

Distributions

We intend to make quarterly cash distritmiin amounts that in the aggregate are expeateahistitute substantially all of the cash
earnings of our investment management businessyeaechn excess of amounts determined by KKR todigssary or appropriate to provide
for the conduct of our business, to make appropifatestments in our business and our investmewtsfand to comply with applicable law
and any of our debt instruments or other agreem&HR does not intend to distribute gains on priatiinvestments, other than certain
additional distributions that KKR may determinemtake. These additional distributions, if any, aeeeyally intended to cover certain tax
liabilities, as calculated by KKR. When KKR & Co.R. receives distributions from the KKR Group Parships, KKR Holdings receives its
pro rata share of such distributions from the KKR@p Partnerships. For purposes of KKR's distrdnufiolicy, our distributions are expected
to consist of an amount comprised of (i) FRE,d@ry distributions received from KKR's investméntds which have not been allocated as
part of its carry pool, and (iii) any additionakttibutions for certain taxes as described aboties @mount is expected to be reduced by
(i) corporate and applicable local taxes, if aiiy,noncontrolling interests, and (iii) amounts elehined by KKR to be necessary or appropriate
for the conduct of our business and other mattedistussed above.

The declaration and payment of any distiilms are subject to the discretion of the boardictors of the general partner of
KKR & Co. L.P. and the terms of its limited partskip agreement. There can be no assurance thabulisins will be made as intended or at
all or that such distributions will be sufficiert pay any particular KKR & Co. L.P. unitholder'swa U.S. or non-U.S. tax liability.
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Other Liquidity Needs

We may also be required to fund variouseuwditing commitments in our capital markets busg& connection with the underwriting of
loans, securities or other financial instrument® §énerally expect that these commitments willymelgated to third parties or otherwise
fulfilled or terminated, although we may in somstances elect to retain a portion of the commits&t our own account.

Contractual Obligations, Commitments and Contingées on an Unconsolidated Basis

In the ordinary course of business, werente contractual arrangements that may requiteréucash payments. The following table sets
forth information relating to anticipated futuresbgpayments as of December 31, 2011 on an uncdasadi basis.

Payments due by Period

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

Uncalled commitments to investme

funds(1) $ 665.2 $ — 3 — $ — $ 665.2
Debt payment obligations(. — — — 500.( 500.(
Interest obligations on debt( 34.¢ 64.¢ 64.4 127.% 291.¢
Lending commitments(4 81.7 — — — 81.7
Lease obligation 40.€ 81.c 77.4 150.C 349.t
Total $ 8225 $ 1462 $ 141 $ 7775 $ 1,888.(

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

(2) Represents Senior Notes which are presented gfesmmortized discount.

3) These interest obligations on debt represent estiriaterest to be paid over the maturity of tHatesl debt obligation,
which has been calculated assuming the debt odisgat December 31, 2011 is not repaid until iedurity. Future
interest rates are assumed to be those in effadt@scember 31, 2011, including both variable fixed rates provided
for by the relevant debt agreements. The amouetsepted above include accrued interest on outstgimiilebtedness.

(4) Represents obligations in our capital markets lssito lend under various revolving credit faa#t

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 such arrangements isowrkdue to the fact that the exposure
would relate to claims that may be made againgt tise future. Accordingly, no amounts have beetuigied in our consolidated financial
statements as of December 31, 2011 relating tanndfeation obligations.

The partnership documents governing owapei equity funds generally include a "clawbacldvision that, if triggered, may give rise t
contingent obligation that may require the genpeatner to return amounts to the fund for distiitnuto investors at the end of the life of the
fund. Our principals are responsible for any clagkbabligation relating to carry distributions reeed prior to October 1, 2009 up to a
maximum of $223.6 million. Carry distributions anig subsequent to October 1, 2009 may give risdamwback obligations that will be
allocated generally to carry pool
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participants and the KKR Group Partnerships in edaace with the terms of the instruments govertiirggK KR Group Partnerships. As of
December 31, 2011, assuming that all applicableafgiequity funds were liquidated at no value,ahmunt of carried interest distributed that
would be subject to this clawback provision wou&3800.9 million, of which $577.3 million would berne by KKR and carry pool
participants and $223.6 million would be borne by principals. Had the investments in such fundml&uidated at their December 31, 2011
fair values, the clawback obligation would haverb82.7 million, of which $55.9 million is recordé@ddue from affiliates, $7.7 million is due
from noncontrolling interest holders, $7.6 milli;educes the amount of carried interest payable}iB'K principals, and $11.5 million is the
obligation of KKR.

Our other investment vehicles, includingzaanine, infrastructure and special situations galyanclude clawback provisions, however,
no distributions of carried interest have been maitle respect to these vehicles as of Decembe@1].

The instruments governing certain of ouvate equity funds may also include a "net lossiglggprovision," that, if triggered, may give
rise to a contingent obligation that may require general partners to contribute capital to thel fao fund 20% of the net losses on investm
attributed to the limited partners of such fundcémnection with the "net loss sharing provisior®ftain of our private equity vehicles allocate
a greater share of their investment losses tolaswe to the amounts contributed by us to thoddoles. In these vehicles, such losses woul
required to be paid by us to the limited partnargbse vehicles in the event of a liquidationraf fund regardless of whether any carried
interest had been previously distributed. Basetherfair market values as of December 31, 201tethwuld have been no net loss sharing
obligation. If the vehicles were liquidated at zgatue, the net loss sharing obligation would hiagen approximately $1,006.6 million as of
December 31, 2011.

Unlike the "clawback" provisions, the KKRdbp Partnerships will be responsible for amounis ander net loss sharing arrangements
and will indemnify our principals for personal gaatees that they have provided with respect to auodunts.

Contractual Obligations, Commitments and Contingeées on a Consolidated Basis

In the ordinary course of business, we @mdconsolidated funds enter into contractual areaments that may require future cash
payments. The following table sets forth informatielating to anticipated future cash paymentsf&egember 31, 2011. This table differs
from the table presented above which sets forttraotual commitments on an unconsolidated basicjp@lly because this table includes the
obligations of our consolidated funds.

Payments due by Period

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

Uncalled commitments to investmi

funds(1) $ 9,268.7 $ — — $ — $ 9,268
Debt payment obligations(. 212.2 229.c 625.( 500.( 1,566.t
Interest obligations on debt( 82.t 94.2 185.1 127.k 489.:
Lending commitments(4 81.7 — — — 81.%
Lease obligation 40.¢ 81.5 7.2 150.C 349.t
Total $ 9685¢ $ 404 $ 887t $ 777.tE $ 11,755

(1) These uncalled commitments represent amounts caethiiy our consolidated investment funds, whicluite amount:
committed by KKR and our fund investors, to fund thurchase price paid for each investment madesbjngestment
funds. Because capital contributions are due oragieiithe above commitments have been presentedliing tlue withir
one year. Howeve
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given the size of such commitments and the ratedath our investment funds make investments, weeekthat the
capital commitments presented above will be callegl a period of several years. See "—Liquidity—tlidity Needs."

(2) Amounts include Senior Notes, gross of unamortiedount as well as financing arrangements entetedy our
consolidated funds. Certain of our consolidatedifunvestment vehicles have entered into financimgregements in
connection with specific investments with the olijexof enhancing returns. Such financing arrangegminclude $796.4
million of financing provided through total retuswaps and $270.1 million of financing provided thgh a term loan and
revolving credit facilities. These financing arr@ngents have been entered into with the objectivenbéncing returns
and are not direct obligations of the general gagtof our private equity funds or our managementganies.

3) These interest obligations on debt represent estiviaterest to be paid over the maturity of tHatesl debt obligation,
which has been calculated assuming the debt odisgat December 31, 2011 is not repaid until iggurity. Future
interest rates are assumed to be those in effexft@ecember 31, 2011, including both variable fixed rates provided
for by the relevant debt agreements. The amouetsepted above include accrued interest on outstgimiilebtedness.

4) Represents obligations in our capital markets lassito lend under various revolving credit fa@t
Off Balance Sheet Arrangements

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

Consolidated Statement of Cash Flows

The accompanying consolidated statementagti flows include the cash flows of our consaédaentities which, in particular, include
our consolidated funds despite the fact that wesltanly a minority economic interest in those funlse assets of consolidated funds, on a
gross basis, are substantially larger than thasae$eur business and, accordingly, have a sutist&ffect on the cash flows reflected in our
consolidated statements of cash flows. The primash flow activities of our consolidated funds itweo (i) raising capital from fund investo
(i) using the capital of fund investors to makeaatments; (iii) financing certain investments witdebtedness; (iv) generating cash flows
through the realization of investments; and (vjriisting cash flows from the realization of invegnts to fund investors. Because our
consolidated funds are treated as investment coiepéor accounting purposes, these cash flow ansaanetincluded in our cash flows from
operations.

Net Cash Provided by (Used in) Operating Activi

Our net cash provided by (used in) opegadictivities was $(0.2) billion, $0.7 billion an@0$3) billion during the years ended
December 31, 2011, 2010 and 2009, respectivelys@ benounts primarily included: (i) proceeds frotesaf investments net of purchases of
investments by our funds of $(0.2) billion, $0.8ibh and $(1.2) billion during the years ended Baber 31, 2011, 2010 and 2009,
respectively; (ii) net realized gains (losses)mrestments of $3.3 billion, $2.4 billion and $(0l@)ion during the years ended December 31,
2011, 2010 and 2009, respectively; and (iii) changerealized gains (losses) on investments of8$(&llion, $5.3 billion and $7.8 hillion
during the years ended December 31, 2011, 201Q@0@|, respectively. Certain KKR funds are, for GABlRposes, investment companies
and reflect their investments and other finanaiatiuments at fair value.
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Net Cash Provided by (Used in) Investing Activi

Our net cash provided by (used in) investntivities was $(47.6) million, $(1.3) million @$(43.0) million during the years ended
December 31, 2011, 2010 and 2009, respectivelyifesting activities included the purchases ofifuire, equipment and leasehold
improvements of $18.2 million, $13.1 million and1$2 million, as well as a (decrease) increasestricted cash and cash equivalents that
primarily funds collateral requirements of $29.3lion, $(11.8) million and $21.9 million during theears ended December 31, 2011, 2010 anc
2009, respectively.

Net Cash Provided by (Used in) Financing Activi

Our net cash (used in) provided by finag@ntivities was $0.4 billion, $(0.5) billion an@.% billion during the years ended December
2011, 2010 and 2009, respectively. Our financingyiies primarily included: (i) distributions tmet of contributions by our noncontrolling
interests, of $0.4 billion, $0.1 billion and $0.8ibn during the years ended December 31, 2011024hd 2009, respectively; (ii) net proceeds
received net of repayment of debt obligations ol $fillion, $(0.6) billion and $(0.3) billion durgithe years ended December 31, 2011, 2010
and 2009, respectively; and (iii) distributionstet of contributions by our equity holders, of R{billion, $(0.1) billion and $(0.2) billion
during the years ended December 31, 2011, 201Q@0@, respectively.

Critical Accounting Policies

The preparation of our consolidated finahstatements in accordance with GAAP requireshoamagement to make estimates and
judgments that affect the reported amounts of assd liabilities, disclosure of contingent assetd liabilities, and reported amounts of fe
expenses and investment income. Our managemert these estimates and judgments on available iafitom historical experience and
other assumptions that we believe are reasonalier the circumstances. However, these estimatéggnjants and assumptions are often
subjective and may be impacted negatively basethanging circumstances or changes in our analifssstual amounts are ultimately
different from those estimated, judged or assumadsions are included in the consolidated finalnstiatements in the period in which the
actual amounts become known. We believe the foligveritical accounting policies could potentiallsoguce materially different results if we
were to change underlying estimates, judgmentssuraptions. Please see the notes to the consdliflasmcial statements included elsewhere
in this report for further detail regarding ourtimél accounting policies.

Principles of Consolidatior

Our policy is to consolidate (i) those &as in which we hold a majority voting interestr@ve majority ownership and control over
significant operating, financial and investing dgens of the entity, including those private equityed income, and other investment funds
their respective consolidated funds in which theegel partner is presumed to have control, oe(itjties determined to be variable interest
entities ("VIEs") for which we are considered thiemary beneficiary.

With respect to the consolidated KKR funds,generally have operational discretion and @bnénd limited partners have no substantive
rights to impact ongoing governance and operatatiyities of the fund.

The consolidated KKR funds do not consaédaeir majority owned and controlled investmentportfolio companies. Rather, those
investments are accounted for as investments aniédat fair value as described below.
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The KKR funds are consolidated notwithstagdhe fact that we have only a minority econointerest in those funds. The consolidated
financial statements reflect the assets, liabdjtievenues, expenses, investment income and loaghdf the consolidated KKR funds on a
gross basis, and the majority of the economic é@stisrin those funds, which are held by third pemtestors, are attributed to noncontrolling
interests in the accompanying consolidated findrstéiements. All of the management fees and cedthier amounts earned by us from those
funds are eliminated in consolidation. However,case the eliminated amounts are earned from, amteflby, noncontrolling interests, our
attributable share of the net income from thosel$us increased by the amounts eliminated. Accgigithe elimination in consolidation of
such amounts has no effect on net income (los#hattible to us or our partners' capital.

Noncontrolling interests represent the awhip interests held by entities or persons othan ws.
Fair Value of Investments

Certain KKR funds are, for GAAP purposesieistment companies and therefore are not reqtarednsolidate their majority owned and
controlled investments in portfolio companies. RatiKKR reflects their investments in portfolio cpamies at fair value with unrealized gains
or losses resulting from changes in fair valueatfid as a component of Net Gains (Losses) fromstment Activities in the consolidated
statements of operations.

We categorize and disclose our investmamdsother financial instruments measured and regat fair value based on the hierarchical
levels as defined within GAAP. GAAP establishesaadrchal disclosure framework that prioritizes aanks the level of market price
observability used in measuring assets and ligslit fair value. Market price observability iegted by a number of factors, including the
type and the characteristics specific to the amskdbility. Investments and other financial instrents for which fair value can be measured
from quoted prices in active markets generally hél/e a higher degree of market price observalatity a lesser degree of judgment used in
measuring fair value.

Investments measured and reported at &hirevare classified and disclosed in one of thievighg categories:

Level I—Quoted prices are available inaetinarkets for identical assets or liabilities &the reporting date. The type of
investments and other financial instruments inctlicelevel | include publicly-listed equities, piddy-listed derivatives, and securities
sold short. KKR does not adjust the quoted pricdtfese investments, even in situations where KkRda large position and a sale
could reasonably affect the quoted price. We diassR9.5% of total investments measured and redat fair value as Level | at
December 31, 2011.

Level Il—Pricing inputs are other than qeobprices in active markets, which are either diyear indirectly observable as of the
reporting date, and fair value is generally deteedithrough the use of models or other valuatiothouwlogies. Investments and other
financial instruments which are included in thiseggry generally include fixed income investmentsjvertible debt securities indexed
to publicly-listed securities, fixed income seciestsold short and certain over-the-counter dexigat We classified 9.0% of total
investments measured and reported at fair vallewasl 1l at December 31, 2011.

Level Ill—Pricing inputs are unobservahie the asset or liability and includes situatiorigeve there is little, if any, market
activity for the investment. The inputs into theetenination of fair value require significant maeagent judgment or estimation.
Investments that are included in this category galyeinclude private portfolio companies and fix@dome investments for which a
sufficiently liquid trading market does not exiéte classified 61.5% of total investments measuretlraported at fair value as Level
at December 31, 2011. The valuation of our
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Level Il investments at December 31, 2011 repressaranagement's best estimate of the amounts thatonld anticipate realizing on
the sale of these investments at such date.

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

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

The majority of our private equity investmeare valued utilizing unobservable pricing irgolManagement's determination of fair valt
based upon the best information available for @mgigircumstance and may incorporate assumptiongiteananagement's best estimates after
consideration of a variety of internal and exteffaators. We generally employ two valuation metHodiees when determining the fair value of
a private equity investment. The first methodoligypically a market multiples approach that cdess a specified financial measure (such as
EBITDA) and recent public and private transactiand other available measures for valuing comparainepanies. Other factors such as the
applicability of a control premium or illiquidityisicount, the presence of significant unconsolidateskts and liabilities and any favorable or
unfavorable tax attributes are also consideredrimiag at a market multiples valuation. The secomethodology utilized is typically a
discounted cash flow approach. In this approachinaerporate significant assumptions and judgmantietermining the most likely buyer, or
market participant for a hypothetical sale, whicigm include an initial public offering, private eity investor, strategic buyer or a transaction
consummated through a combination of any of thevabBstimates of assumed growth rates, terminalegaldiscount rates, capital structure,
risk premiums and other factors are employed i a@pproach, and in certain cases the results afiseeunted cash flow approach can be
significantly impacted by these estimates. Thendte fair value recorded for a particular investhveili generally be within the range
suggested by the two methodologies, adjusted $oess related to achieving liquidity including sieegistration process, corporate governance
structure, timing, an initial public offering disaot and other factors, if applicable. As discussiedve, we utilize several unobservable pricing
inputs and assumptions in determining the fair @afiour private equity investments. These unolad#evpricing inputs and assumptions may
differ by investment and in the application of @atuation methodologies. Our reported fair valutnegtes could vary materially if we had
chosen to incorporate different unobservable pgidiputs and other assumptions.

Approximately 29.5% or $11.1 billion, an@.@%, or $9.5 billion, of the value of our investmgewere valued using quoted market prices,
which have not been adjusted, as of December 311, 88d December 31, 2010, respectively.

Approximately 70.5%, or $26.4 billion, and.0%, or $27.0 billion, of the value of our invasints were valued in the absence of readily
observable market prices as of December 31, 20d Dacember 31, 2010, respectively. The majorittheke investments were valued using
internal models with significant unobservable mapgaameters and our determinations of the fainesbf these investments may differ
materially from the values that would have resuliedadily observable market prices had existeddifional external factors may cause those
values, and the values of investments for whiclirg@bservable market prices exist, to increasdemrease over time, which may create
volatility in our earnings and the amounts of assetd partners' capital that we report from timente.
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Our calculations of the fair values of i’ company investments were reviewed by an indig#rvaluation firm, who provided third
party valuation assistance to us, which consistegain limited procedures that we identified aaduested it to perform. Upon completior
such limited procedures, they concluded that threvédue, as determined by us, of those investmsuitgected to their limited procedures was
reasonable. The limited procedures did not invalweudit, review, compilation or any other formegmination or attestation under generally
accepted auditing standards. The general partfiensrdunds are responsible for determining the ¥alue of investments in good faith, and
limited procedures performed by an independentatadn firm are supplementary to the inquiries amatpdures that the general partner of
each fund is required to undertake to determindainezalue of the investments.

Changes in the fair value of the investmaeritour consolidated private equity funds may iotfthe net gains (losses) from investment
activities of our private equity funds as describeder "—Key Financial Measures—Investment Incobres$)—Net Gains (Losses) from
Investment Activities." Based on the investmentswf private equity funds as of December 31, 20d estimate that an immediate 10%
decrease in the fair value of the funds' investsgeherally would result in a 10% immediate changeet gains (losses) from the funds'
investment activities (including carried interestem applicable), regardless of whether the investwas valued using observable market
prices or management estimates with significanbsaovable pricing inputs. However, we estimateiigact that the consequential decrease
in investment income would have on net incomelaiteible to KKR would be significantly less than #raount described above, given that a
majority of the change in fair value would be #ftfitiable to noncontrolling interests.

As of December 31, 2011, private equityestiments which represented greater than 5% ofdhassets of consolidated private equity
investments included: (i) Dollar General Corpomati@lued at $3.4 billion; (ii) Alliance Boots Gmbllued at $2.5 billion; and (iii) HCA, Inc.
valued at $1.9 billion.

The majority of the value of the investngeint our consolidated fixed income funds were vadluging observable market parameters,
which may include quoted market prices, as of Ddzmm31, 2011 and December 31, 2010. Quoted marketspwhen used, are not adjusted.

Revenue Recognitio

Fees consist primarily of (i) monitoring@nsulting and transaction fees from providing adsisand other services, (i) management and
incentive fees from providing investment managensentices to unconsolidated funds, a specialtynfieacompany, structured finance and
other vehicles, and separately managed accourtdtgjigriees from capital markets activities. Théses are based on the contractual terms of
the governing agreements and are recognized ipettied during which the related services are peréat.

KKR's private equity funds require the mgeraent company to refund up to 20% of any cash gemnant fees earned from limited
partners in the event that the funds recognizar@edainterest. At such time as the fund recognaearried interest in an amount sufficient to
cover 20% of the cash management fees earnedastiarpthereof, a liability to the fund's limitecginers is recorded and revenue is reduced
for the amount of the carried interest recognirexd to exceed 20% of the cash management feesceaka@f December 31, 2011, the amount
subject to refund for which no liability has beecorded approximates $91.4 million as a resuleofain funds not yet recognizing sufficient
carried interests. The refunds to the limited pendrare paid, and the liabilities relieved, at sticie that the underlying investments are sold
and the associated carried interests are realizeéhe event that a fund's carried interest issudficient to cover all or a portion of the amount
that represents 20% of the cash management feesdedinese fees would not be returned to the fuindged partners, in accordance with the
respective fund agreements.
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Recognition of Investment Incom

Investment income consists primarily of tiet impact of: (i) realized and unrealized gaing bsses on investments, (ii) dividends, (iii)
interest income, (iv) interest expense and (v)ifprexchange gains and losses relating to markedket activity on foreign exchange forward
contracts, foreign currency options and foreignameimated debt. Unrealized gains or losses resuth thanges in fair value of investments
during the period and are included in net gainssgs) from investment activities. Upon dispositiban investment, previously recognized
unrealized gains or losses are reversed and aedalain or loss is recognized. While this revegealerally does not significantly impact the
net amounts of gains (losses) that we recogniza fnwestment activities, it affects the manner ek we classify our gains and losses for
reporting purposes.

Due to the consolidation of the majorityonfr funds, the portion of our funds' investmembime that is allocable to our carried interests
and capital investments is not shown in the codatdid financial statements. Instead, the investineome that KKR retains in its net income,
after allocating amounts to noncontrolling intesesépresents the portion of its investment inctimg is allocable to us. Because the
substantial majority of our funds are consolideaed because we hold only a minority economic istereour funds' investments, our share of
the investment income generated by our funds' invest activities is significantly less than theetamount of investment income presented in
its financial statements.

Recognition of Carried Interest in Statement of Qpéons

Carried interest entitles the general gartf a fund to a greater allocable share of tinel'Riearnings from investments relative to the
capital contributed by the general partner andespondingly reduce noncontrolling interests' atidble share of those earnings. Amounts
earned pursuant to carried interest are includedvastment income (loss) in net gains (losseshfitovestment activities and are earned by the
general partner of those funds to the extent thetutative investment returns are positive and wlag@icable, preferred return thresholds t
been met. If these investment returns decreasgmmnegative in subsequent periods, recognizedeckinterest will be reversed and reflected
as investment losses in net gains (losses) fromsinvent activities. Carried interest is recognizased on the contractual formula set forth in
the agreements governing the fund as if the funslteaminated at the reporting date with the théimesed fair values of the investments
realized. Due to the extended durations of ourgte\equity funds, we believe that this approachlte income recognition that best reflects
our periodic performance in the management of tlfiosés.

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

Clawback Provision

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

Certain KKR principals who received carrieterest distributions prior to October 1, 2009hriespect to the private equity funds had
personally guaranteed, on a several basis andcubja cap, the contingent obligations of the gaingartners of the private equity funds to
repay amounts to fund limited partners pursuatiéogeneral partners' clawback obligations. KKRgipals are responsible
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for clawback obligations relating to carry distrilmns received prior to October 1, 2009 up to aimaxn of $223.6 million.

Carry distributions arising subsequent twdDer 1, 2009 are allocated generally to carryl padicipants and KKR in accordance with the
terms of the instruments governing the KKR Groupgraships.

Our other investment vehicles, includingzaamnine, infrastructure and special situationsegaty include clawback provisions; however,
no distributions of carried interest have been maitle respect to these vehicles as of Decembe@1].

Net Loss Sharing Provisiol

The instruments governing certain of ouvate equity funds may also include a "net losgiskygrovision," that, if triggered, may give
rise to a contingent obligation that may require general partners to contribute capital to thel ftia fund 20% of the net losses on
investments. In connection with the "net loss steagrovisions," certain of our private equity fural®cate a greater share of their investment
losses to us relative to the amounts contributedship those vehicles. In these vehicles, sucletos®uld be required to be paid to the limited
partners in those vehicles in the event of a ligtiah of the fund regardless of whether any cariniégtest had previously been distributed.
Unlike the "clawback" provisions, we will be respdrie for amounts due under net loss sharing aeraegts and will indemnify our principals
for personal guarantees that they have providell rggpect to such amounts.

Recent Accounting Pronouncements

In May 2011, the Financial Accounting Stard$ Board ("FASB") issued amended guidance orvédire measurements to achieve
common fair value measurement and disclosure repgints in GAAP and International Financial Repgr8tandards. The amended guidance
specifies that the concepts of highest and besandevaluation premise in a fair value measurerasntelevant only when measuring the fair
value of nonfinancial assets and are not relevdwr@nwmeasuring the fair value of financial assetsfdiabilities. The amendments include
requirements specific to measuring the fair valihose instruments, such as equity interests asemnsideration in a business combination.
An entity should measure the fair value of its aquity instrument from the perspective of a magagticipant that holds the instrument as an
asset. With respect to financial instruments tihatnaanaged as part of a portfolio, an exceptidaitovalue requirements is provided. That
exception permits a reporting entity to measureairevalue of such financial assets and finanidilities at the price that would be received
to sell a net asset position for a particular gsko transfer a net liability position for a parttiar risk in an orderly transaction between market
participants at the measurement date. The amendraksat clarify that premiums and discounts shoulg be applied if market participants
would do so when pricing the asset or liabilityeifdfiums and discounts related to the size of aty&ntiolding (e.g., a blockage factor) rather
than as a characteristic of the asset or liabjtg., a control premium) is not permitted in a failue measurement.

The guidance also requires enhanced disaesabout fair value measurements, including, gnotiner things, (a) for fair value
measurements categorized within Level Il of thie ¥alue hierarchy, (1) a quantitative disclosuféhe unobservable inputs and assumptions
used in the measurement, (2) the valuation praessd by the reporting entity, and (3) a narratiesctiption of the sensitivity of the fair value
measurement to changes in unobservable inputshandterrelationships between those unobservaplgsnif any, and (b) the categorization
by level of the fair value hierarchy for items tlaa¢ not measured at fair value in the statemefihaificial position but for which the fair value
is required to be disclosed (for example, a finahicistrument that is measured at amortized costdrstatement of financial position but for
which fair value is disclosed). The guidance alseads
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disclosure requirements for significant transfessMeen Level | and Level Il and now requires disale of all transfers between Levels | ar
in the fair value hierarchy.

The amended guidance is effective for inteand annual periods beginning after Decembe@5%1. As the impact of the guidance is
primarily limited to enhanced disclosures, adopi®not expected to have a material impact on tK&'K financial statements.

In June 2011, the FAS8sued amended guidance on the presentation ofrebm@psive income. The amendments provide an emitityar
option to present the total of comprehensive incdime components of net income and the componémther comprehensive income eithe
a single continuous statement of comprehensiveniecor in two separate but consecutive statemeantsoth choices, an entity is required to
present each component of net income along witl &t income, each component of other compreheriscome along with a total for other
comprehensive income, and a total amount for congargive income. The guidance is effective for figears, and interim periods within
those years beginning after December 15, 2011 lamdd be applied on a retrospective basis. As theralments are limited to presentation
only, adoption is not expected to have a matemglact on KKR's financial statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S 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 effthat those movements have on the managemenarfielesarried interests that we receive. We
have an increased exposure to market risks asith ofshe principal assets. The fair value of istreents may fluctuate in response to changes
in the value of securities, foreign currency exgerates and interest rates.

Market Risk

Our funds hold investments that are regbatefair value. Net changes in the fair valuenseistments impact the net gains from
investments in our combined statements of operatiBased on the investments of our funds as of Dbee 31, 2011, we estimate that a 10%
decrease in the fair value of our funds' investmarduld result in a corresponding reduction in Btagent income. However, we estimate the
impact that the consequential decrease in investmeome would have on our reported income atteblé to Group Holdings would be
significantly less than the amount presented abgiven that a substantial majority of the chang&invalue would be attributable to
noncontrolling interests.

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

Securities Market Risl

Our investment funds make certain investenportfolio companies whose securities are iplybtraded. The market prices of securities
may be volatile and are likely to fluctuate duetoumber of factors beyond our control. These fadteclude actual or anticipated fluctuations
in the quarterly and annual results of such comgsaar of other companies in the industries in witey
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operate, market perceptions concerning the avétiabf additional securities for sale, general eomic, social or political developments,
industry conditions, changes in government regutatshortfalls in operating results from levelssfmasted by securities analysts, the general
state of the securities markets and other mateviahts, such as significant management changéisarezings, acquisitions and dispositions
addition, although our private equity funds prirhahold investments in portfolio companies whoseusities are not publicly traded, the value
of these investments may also fluctuate due tolairfactors beyond our control as described abov@drtfolio companies whose securities
publicly traded.

Exchange Rate Risl

Our investment funds make investments ftiome to time in currencies other than those in Wwhteeir capital commitments are
denominated. Those investments expose us and ndirivestors to the risk that the value of the streents will be affected by changes in
exchange rates between the currency in which thigat@ommitments are denominated and the currémeghich the investments are made.
Our policy is to minimize these risks by employtmegdging techniques, including using foreign curgeogtions and foreign exchange contr:
to reduce exposure to future changes in exchange waen our funds have invested a meaningful atafusapital in currencies other than 1
currencies in which their capital commitments azaa@minated.

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
euros, British pounds, Indian rupees and Australialtars). We estimate that a simultaneous paraitetement by 10% in the exchange rates
between the U.S. dollar and all of the major foneigrrencies in which our funds' investments weneoininated as of December 31, 2011
would result in net gains or losses from investnaatitvities of our funds of $738.7 million. Howeyere estimate that the effect on its income
before taxes and its net income from such a chamged be significantly less than the amount presgiatbove, because a substantial majority
of the gain or loss would be attributable to norating interests in our funds.

Credit Risk

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

Interest Rate Risl

We have debt obligations that include reiwm) credit agreements and certain investment fimgnarrangements structured through the
of total return swaps which effectively convertrthparty capital contributions into our borrowing$iese debt obligations accrue interest at
variable rates, and changes in these rates wofiddtafie amount of interest payments that we wbale to make, impacting future earnings
and cash flows. Based on our debt obligations dayattDecember 31, 2011 (inclusive of debt obliyadiof our consolidated funds), we
estimate that interest expense relating to variediks would increase on an annual basis by $1lllidnrin the event interest rates were to
increase by 100 basis points. The estimated imgaciterest expense is solely on the debt obligatwf our consolidated funds.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Unitholders of KKRG®. L.P.:

We have audited the accompanying conselitlahd combined statements of financial conditiolKR & Co. L.P. and subsidiaries (the
"Company") as of December 31, 2011 and 2010, amdefated consolidated and combined statementgeshtions, changes in equity, and
cash flows for each of the three years in the plegioded December 31, 2011. We also have audite@dimpany's internal control over
financial reporting as of December 31, 2011, basedriteria established imternal Control—Integrated Framewoigsued by the Committee
of Sponsoring Organizations of the Treadway Comimisslhe Company's management is responsible &setfinancial statements, for
maintaining effective internal control over finaalcieporting, and for its assessment of the effeatss of internal control over financial
reporting, included in the accompanyiligjinagement's Report on Internal Control over FinahReporting. Our responsibility is to express
opinion on these financial statements and an opioiothe Company's internal control over finanoéglorting based on our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €igat Board (United States). Those
standards require that we plan and perform thet &mabtain reasonable assurance about whethdinthecial statements are free of material
misstatement and whether effective internal cordvelr financial reporting was maintained in all eral respects. Our audits of the financial
statements included examining, on a test basideaee supporting the amounts and disclosures ifirthecial statements, assessing the
accounting principles used and significant estisiatade by management, and evaluating the ovenahdial statement presentation. Our a
of internal control over financial reporting incled obtaining an understanding of internal contsa@rdinancial reporting, assessing the risk
a material weakness exists, and testing and evadutite design and operating effectiveness of iratiecontrol based on the assessed risk. Our
audits also included performing such other proceslas we considered necessary in the circumstaieebelieve that our audits provide a
reasonable basis for our opinions.

A company's internal control over finanaiborting is a process designed by, or underupersision of, the company's principal
executive and principal financial officers, or pmrs performing similar functions, and effected g tcompany's board of directors,
management, and other personnel to provide reakassurance regarding the reliability of financegdorting and the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles. A comisainternal control over financial
reporting includes those policies and proceduras(tt) pertain to the maintenance of records thagasonable detail, accurately and fairly
reflect the transactions and dispositions of theetssof the company; (2) provide reasonable asserduat transactions are recorded as
necessary to permit preparation of financial statein accordance with generally accepted acaogiptiinciples, and that receipts and
expenditures of the company are being made ordgdordance with authorization of management arettirs of the company; and
(3) provide reasonable assurance regarding pre@reatitimely detection of unauthorized acquisitiose, or disposition of the company's as
that could have a material effect on the finansiatements.

Because of the inherit limitations of imal control over financial reporting, including thessibility of collusion or improper managem
override of controls, material misstatements duertor or fraud may not be prevented or detected timely basis. Also, projections of any
evaluation of the effectiveness of the internaltoarover financial reporting to future periods atebject to the risk that the controls may
become inadequate because of changes in conditivttgt the degree of compliance with the policgeprocedures may deteriorate.
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In our opinion, the consolidated and corebifinancial statements referred to above presénhy fin all material respects, the financial
position of the Company as of December 31, 2011284, and the results of their operations and ttesh flows for each of the three year
the period ended December 31, 2011, in conformitly accounting principles generally accepted inltimted States of America. Also, in our
opinion, the Company maintained, in all materialpects, effective internal control over financigporting as of December 31, 2011, based on
the criteria established internal Control—Integrated Framewoigsued by the Committee of Sponsoring Organizatafrike Treadway
Commission.

/s/ Deloitte & Touche LLP

New York, New York
February 24, 2012
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KKR & CO. L.P.
CONSOLIDATED AND COMBINED STATEMENTS OF FINANCIAL C ONDITION

(Amounts in Thousands, Except Unit Data)

December 31 December 31
2011 2010
Assets
Cash and Cash Equivalel $ 843,26. $  738,69:
Cash and Cash Equivalents Held at Consolidatedi&s 930,88t 695,90:
Restricted Cash and Cash Equivale 89,82¢ 60,48:
Investment: 37,495,36! 36,449,77
Due from Affiliates 149,60! 136,55t
Other Asset: 868,70! 309,75¢
Total Assets $ 40,377,64 $ 38,391,15
Liabilities and Equity
Debt Obligation: $ 1,564,711 $ 1,486,96!
Due to Affiliates 43,06 18,04"
Accounts Payable, Accrued Expenses and Other [tiabi 1,085,21 886,10¢
Total Liabilities 2,692,99! 2,391,11!
Commitments and Contingencie:
Redeemable Noncontrolling Interest: 275,50 —
Equity
KKR & Co. L.P. Partners' Capital (227,150,182 ai@,270,091
common units issued and outstanding as of Decethet011
and December 31, 2010, respectivt 1,330,88 1,324,53
Accumulated Other Comprehensive Income (Lt (2,189 1,96:
Total KKR & Co. L.P. Partners' Capit 1,328,69! 1,326,49:
Noncontrolling Interest 36,080,44 34,673,54
Total Equity 37,409,14 36,000,04
Total Liabilities and Equity $ 40,377,64 $ 38,391,15

See accompanying notes to consolidated and comfimettial statements.
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KKR & CO. L.P.
CONSOLIDATED AND COMBINED STATEMENTS OF OPERATIONS

(Amounts in Thousands, Except Unit and Per Unit Dad)

For the Years Ended December 31,

2011 2010 2009
Revenues
Fees $ 723,62( $ 435,38t $ 331,27:
Expenses
Compensation and Benef 868,74¢ 1,344,45! 838,07
Occupancy and Related Charg 54,28: 39,69: 38,01
General, Administrative and Oth 290,97: 378,51t 319,62!
Total Expenses 1,214,00! 1,762,66: 1,195,711
Investment Income (Loss!
Net Gains (Losses) from Investment
Activities 981,85¢ 7,755,09 7,505,00!
Dividend Income 225,07 1,250,29: 186,32
Interest Incom 321,94: 226,82 142,11°
Interest Expens (72,759 (53,099 (79,639
Total Investment Income (LosS] 1,456,111 9,179,10: 7,753,80:
Income (Loss) Before Taxe 965,73: 7,851,83. 6,889,36!
Income Taxes 89,24 75,36( 36,99¢
Net Income (LosS) 876,48t 7,776,47. 6,852,37.
Net Income (Loss) Attributable to
Redeemable Noncontrolling Intere 4,31¢ — —
Net Income (Loss) Attributable
Noncontrolling Interest 870,24 7,443,229 6,002,68!
Net Income (Loss) Attributable to
KKR & Co. L.P . $ 1,921 $ 333,17¢ $ 849,68!
Distributions Declared per KKR & Co. L.P.
Common Unit $ 0.7¢ % 0.6C $ 0.0¢
October 1, 200¢
through
December 31, 2009
Net Loss Attributable to KKR & Co. L.P . $ (78,227)
Net Income (Loss) Attributable to
KKR & Co. L.P. Per Common Unit
Basic $ 0.01 % 162 $ (0.3¢)
Diluted $ 0.01 $ 16z $ (0.3§)
Weighted Average Common Units
Outstanding
Basic 220,235,46 206,031,68 204,902,22
Diluted 222,519,17 206,039,24 204,902,22

See accompanying notes to consolidated and combimettial statements.
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KKR & CO. L.P.

CONSOLIDATED AND COMBINED STATEMENT OF CHANGES IN E QUITY

(Amounts in Thousands, Except Unit Data)

KKR & Co. L.P.
Accumulated
Other
Comprehensive Noncontrolling

Partners'
Capital

Common

Units Income Interests

Total
Equity

Redeemable Total
Noncontrolling Comprehensive

Interests Income

Balance at

January 1, 2009 — $ 150,63 $ 1,24t $ 19,698,47

$19,850,35 $

Comprehensive
Income:
Net Income
(Loss)
Other
Comprehen:
Income-
Currency
Translation
Adjustment
Total

Comprehensiv
Income

927,90¢ 4,674,72

2,415

Capital
Contributions

Capital
Distributions

35,49¢ 1,935,04-

(320,76() (993,289

5,602,63!

2,422

1,970,54:

(1,314,04)

$ 5,602,63:!

2,422

$ 5,605,05!

Balance at
September 30,

2009 793,27¢ 3,662 25,314,96

26,111,90

Non-Contributec
Assets (1996
Fund L.P.)

Retained
Interests

Reallocation of
Net Assets
from KKR PEI
Investments L

Contributions of
Net Assets of
KPE

Reallocation of
Interests to
KKR
Holdings L.P.

Deferred Tax
Effects
Resulting from
the
Transaction:

(146,449 (761,231

(368,909 (36) 464,22!

3,029,07! (3,029,07))

450,85:

(2,630,49) (2,539 2,633,02!

(36,547

(907,689

95,28(

450,85

(36,547

Balance at

October 1, 2009 204,902,22  1,090,80! 1,08¢ 24,621,91

25,713,80

Comprehensive
Income:
Net Income
(Loss)
Other
Comprehen:
Income-
Currency
Translation
Adjustment
Total

Comprehensiv
Income

(78,22) 1,327,95!

10& 24¢

Equity Based
Compensatiol

Capital
Contributions

Capital
Distributions

562,37:
72 470,32:

(635,18Y)

1,249,73:

35¢

562,37:
470,39!

(635,189

$ 1,249,73:

35¢

$ 1,250,09.

Balance at
December 31,

2009 204,902,22  1,012,65! 1,19:¢ 26,347,63

27,361,48

Comprehensiv:



Income:
Net Income
(Loss) 333,17¢ 7,443,29: 7,776,47. $ 7,776,47.
Other
Comprehen:
Income-
Currency
Translation
Adjustment 682 29t 97¢ 97¢

Total
Comprehensiv
Income $ 7,777,44

Exchange of

KKR

Holdings L.P.

Units to

KKR & Co. L.F

Common Unit: 7,867,86! 69,94( 58 (69,999 —
Deferred Tax

Effects

Resulting from

Exchange of

KKR

Holdings L.P.

Units to

KKR & Co. L.F

Common Unit: 674 28 70z
Equity Based

Compensatiol 824,19: 824,19:
Capital

Contributions 4,995,34 4,995,34
Capital

Distributions (91,91 (4,867,21) (4,959,13)

Balance at

December 31,
2010 212,770,09 $ 1,324,531 $ 196: $ 34,673,54 $36,000,04 $ —

See accompanying notes to consolidated and combimettial statements.
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KKR & CO. L.P.
CONSOLIDATED AND COMBINED STATEMENT OF CHANGES IN E QUITY (Continued)

(Amounts in Thousands, Except Unit Data)

KKR & Co. L.P.
Accumulated
Other Redeemable Total
Comprehensive Noncontrolling Noncontrolling Comprehensive
Common Partners' Total
Units Capital Income Interests Equity Interests Income

Balance at
December 31,
2010 212,770,09  1,324,53 1,96: 34,673,54 36,000,04 —

Comprehensive
Income:
Net Income
(Loss) 1,921 870,24° 872,16¢ 4,31¢ 876,48t
Other
Comprehen:
Income-
Currency
Translatiol
Adjustmer (3,73) (8,639 (12,37() (12,37()
Total
Comprehensiv
Income $ 864,11t

Contributions of

Net Assets of

previously

Unconsolidate

Entities 69,60( 69,60(
Exchange of

KKR

Holdings L.P.

Units to

KKR & Co. L.F

Common Unitt  14,023,09 140,31 71 (140,38 —
Deferred Tax

Effects

Resulting from

Exchange of

KKR

Holdings L.P.

Units to

KKR & Co. L.F

Common Unit: 1,971 (492) 1,47¢
Delivery of

Common

Units—Equity

Incentive Plar 356,99 —
Equity Based

Compensatiol 16,617 453,60 470,22
Capital

Contributions 6,227,07. 6,227,07: 271,67t
Capital

Distributions (154,469 (6,064,60) (6,219,071 (487)

Balance at

December 31,
2011 227,150,18 $1,330,88 $ (2,189 $ 36,080,44 $37,409,14 $ 275,50

See accompanying notes to consolidated and combimettial statements.
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KKR & CO. L.P.

CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

For the Years Ended December 31,

2011 2010 2009
Operating Activities
Net Income (Loss 876,48t $ 7,776,47. $ 6,852,37.
Adjustments to Reconcile Net Income (Loss) to N«
Cash Provided (Used) by Operating Activities:
Equity Based Compensati 470,22: 824,19 562,37:
Net Realized (Gains) Losses on Investm (3,317,36)) (2,411,51) 314,40°
Change in Unrealized (Gains) Losses on Investr 2,335,50: (5,343,58) (7,819,41)
Other Nor-Cash Amount: (82,529 (20,979 (2,399
Cash Flows Due to Changes in Operating Assets ¢
Liabilities:
Change in Cash and Cash Equivalents Held at
Consolidated Entitie (222,55)) (416,259 690,37:
Change in Due from / (to) Affiliate (8,119 (119,58 (21,830
Change in Other Asse (287,847 (79,61¢) (21,82¢)
Change in Accounts Payable, Accrued Expense
Other Liabilities 273,61° 266,97: 344,13
Investments Purchas: (11,076,72) (5,396,70) (2,795,65)
Cash Proceeds from Sale of Investm 10,830,72 5,653,98. 1,549,15:
Net Cash Provided (Used) by Operating Activi (208,57°) 733,39¢ (347,31)
Investing Activities
Change in Restricted Cash and Cash Equiva (29,346 11,81¢ (21,909
Purchase of Furniture, Computer Hardware
Leasehold Improvemen (18,219 (13,08) (21,050
Net Cash Provided (Used) by Investing Activit (47,560 (1,265 (42,959
Financing Activities
Distributions to Partnel (154,46%) (91,919 (211,06%)
Contributions from Partne! — — 35,57
Distributions to Redeemable Noncontrolling Intest (487) — —
Contributions from Redeemable Noncontrolling
Interests 271,67¢ — —
Distributions to Noncontrolling Interes (6,064,60) (4,867,21) (1,593,061
Contributions from Noncontrolling Interes 6,227,07.  4,995,34 2,405,36'
Cash Attributed to Nc-Contributed Assets (19¢
Fund L.P.) — — (20,24))
Contributions from KKR Private Equity
Investors, L.P. — — 470,26
Proceeds from Debt Obligatio 142,40 652,80¢ 503,46
Repayment of Debt Obligatiol (51,356 (1,225,42) (852,50
Deferred Financing Cost (Incurred) Returt (9,535 (3,780 573
Net Cash Provided (Used) by Financing Activil 360,70! (540,17) 738,36
Net Increase/(Decrease) in Cash and Ca
Equivalents 104,56¢ 191,95 348,09:
Cash and Cash Equivalents, Beginning of Pe 738,69: 546,73¢ 198,64¢
Cash and Cash Equivalents, End of Pe $ 843,26. $ 738,690 $ 546,73

See accompanying notes to consolidated and combimettial statements.
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KKR & CO. L.P.
CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS (Continued)

(Amounts in Thousands)

For the Years Ended December 31,

2011 2010 2009
Supplemental Disclosures of Cash Flow Informatiol
Payments for Intere: $ 44,457 $ 66,11( $  40,25¢
Payments for Income Tax $ 96,73¢ $ 91,11 $ 8,45¢
Supplemental Disclosures of Nc-Cash Activities
Non-Cash Contributions of Stock Based Compens: $ 470,22: $824,19! $ 562,37:
Non-Cash Distributions to Noncontrolling Intere $ — $ — $ 354
Non-Cash Contributions from KKR Private Equ
Investors, L.P. $ — 9 — $ 19,41
Non-Cash Distributions to Controlling Equity Holde $ — $ — $ 109,69:
Non-Cash Distributions to KKR Holdings L.F $ — 3 — $ 89,00t
Restricted Stock Grant from Affiliaf $ 2,35¢ % — $ —
Proceeds Due from Unsettled Investment S $ 219,69 $ 2,521 $ 7,738
Unsettled Purchase of Investme $ 28,02¢ $ 42,73t $ 96¢
Change in Contingent Carried Interest Repayment
Guarantet $ — $ 21,13¢ $ 18,15¢
Realized Gains on Extinguishment of D $ — 3 — $ 19,76
Realized Gains on Repayment of D $ — $ 8,23 $ —
Foreign Exchange on Debt Obligatic $ — $ 552t $ 12,28¢
Conversion of Interest Payable into Debt Obligadi $ — $ 2,100 $ 11,57¢
Change in Foreign Exchange on Cash and Cash Equot¢
Held at Consolidated Entitie $ 1811 $ 2,44 $ 12,62¢
Exchange of KKR Holdings L.P. Units to KKR & Co.R..
Common Units $ 140,38: $ 69,99¢ $ —
Net Deferred Tax Effects Resulting from Exchang&KR
Holdings L.P. Units to KKR & Co. L.P. Common Unit:
including the effect of the tax receivable agreen $ 147¢ $ 70z $ —
Contribution of Net Assets of previously Unconsolidted
Entities
Investment: $ 57,72 $ — $ —
Cash and Cash Equivalents Held at Consolidatedi&s $ 11,50 $ — $ —
Due from Affiliates $ 424 3 — $ —
Other Asset: $ 4,16/ $ — $ —
Accounts Payable, Accrued Expenses and Other itiabi $ 8,032 $ — $ —
Reorganization Adjustments
Due From Affiliates $ — $ — $ 94,53t
Other Asset: $ — $ — $ 17,257
Accounts Payable, Accrued Expenses and Other [tiabi $ — $ — $ 53,04
Noncontrolling Interest $ — $ — $ 2,564,84!
Deconsolidation of Consolidated Entities(1)
Cash and Cash Equivalents Held at Consolidatedi&s $ — $ — $ 5,48t
Investment: $ — $ — $ 911,60:
Due from Affiliates $ — $ — $ 3,70¢
Accounts Payable, Accrued Expenses and Other [tiabi $ — $ — $ 33,35
Noncontrolling Interest $ — 3 — $ 761,23t

(1) Includes the nc-contributed assets (1996 Fund L.P.) during 2!

See accompanying notes to consolidated and combimettial statements.
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KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS

(All Dollars are in Thousands, Except Unit, Per Uni Data, and Except Where Noted)
1. ORGANIZATION AND BASIS OF PRESENTATION

KKR & Co. L.P. (NYSE:KKR), together withsittonsolidated subsidiaries ("KKR"), is a leadithgp@l investment firm that offers a broad
range of investment management services to inveatat provides capital markets services for thm, fits portfolio companies and clients. L
by Henry Kravis and George Roberts, KKR conductsimss with offices around the world, which progideglobal platform for sourcing
transactions, raising capital and carrying outtedpnarkets activities. KKR operates as a singtégssional services firm and carries out its
investment activities under the KKR brand name.

KKR & Co. L.P. was formed as a Delawareitéd partnership on June 25, 2007 and its genarah@r is KKR Management LLC (the
"Managing Partner"). KKR & Co. L.P. is the parentrigpany of KKR Group Limited, which is the n@@onomic general partner of KKR Grc
Holdings L.P. ("Group Holdings"), and KKR & Co. L.R the sole limited partner of Group Holdingso@p Holdings holds a controlling
economic interest in each of (i) KKR Managementditgys L.P. ("Management Holdings") through KKR Mgement Holdings Corp., a
Delaware corporation which is a domestic corporetar U.S. federal income tax purposes, and (ii)RXKund Holdings L.P. ("Fund Holdings"
and together with Management Holdings, the "KKR @r®&artnerships") directly and through KKR Fundditojs GP Limited, a Cayman
Island limited company which is a disregarded gritit U.S federal income tax purposes. Group Hadialso owns certain economic interests
in Management Holdings through a wholly owned Deleawcorporate subsidiary of KKR Management HoldiGgsp. and certain economic
interests in Fund Holdings through a Delaware mastnip of which Group Holdings is the general partnith a 99% economic interest and
KKR Management Holdings Corp. is a limited partwéth a 1% economic interest. KKR & Co. L.P., thrbuigs indirect controlling economic
interests in the KKR Group Partnerships, is thelimgl partnership for the KKR business.

Reorganization and Combination Transactions

Prior to October 1, 2009, KKR's business wanducted through multiple entities for whichréheas no single holding entity, but were
under common control of senior KKR principals ("8erPrincipals"), and in which Senior PrincipalsglatkR's other principals and
individuals held ownership interests (collectivelye "Predecessor Owners").

In addition, KKR sponsored the investmegtiicle KKR Private Equity Investors, L.P. ("KPEWhich was a Guernsey limited partnership
that traded publicly on Euronext Amsterdam undergymbol "KPE". KPE was controlled by Senior Prirads through their general partner
interest. Substantially all of the economic intésés KPE were held by third party investors thriodigeir limited partner interests. From the
date of its formation, all of KPE's investments &varade through another Guernsey limited partnergtdir PEI Investments, L.P. ("KPE
Investment Partnership"), of which KPE was the $ialited partner. The KPE Investment Partnershig aantrolled by Senior Principals
through their general partner interest. Substdptill of the economic interests in the KPE InvestimPartnership were held by KPE throug
limited partner interest. KPE was established gdlehold limited partner interests in the KPE Istreent Partnership and since its inception,
KPE had no substantive operating activities othantthe investing activities conducted throughKP& Investment Partnership.
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In order to facilitate the Combination Tsantion (defined below) KKR completed a seriegafisactions (the "Reorganization
Transactions"), pursuant to which KKR's business m@rganized under the KKR Group Partnerships.rébeganization involved a
contribution of certain equity interests in KKRssinesses that were held by KKR's Predecessor Gvwm¢ne KKR Group Partnerships in
exchange for 100% of the interests in the KKR GrBaptherships.

On October 1, 2009, KKR and KPE completéchasaction to combine the investment managemsesihbss of KKR with the assets and
liabilities of KPE (the "Combination Transaction'icatogether with the Reorganization Transactidmes, Transactions"). The Combination
Transaction involved the contribution of all of KBR&ssets and liabilities to the KKR Group Partmipssin exchange for a 30% interest in the
KKR Group Partnerships. The assets and liabiltmgributed to the KKR Group Partnerships by KP&luded $3.0 billion of limited partner
interests in the KPE Investment Partnership, $4i0liBon of cash and cash equivalents, and $19amiof net other liabilities. The net asset
value per unit of KPE on the date of the Transaectias greater than the publicly traded unit valu€PE on that same date. Due to a variety
of reasons, including the fact that the holderpuddlicly traded units generally hold passive ins¢sevith little influence over the operations
fund and its underlying investments and are na &kedeem their units at net asset value, net gafiies of publicly traded closed-end funds
are not necessarily correlated to the public mazckpitalization. The Combination Transaction wagatieated on an arms-length basis with the
independent directors of KPE's general partnensrashimously approved by the board of directors BEK general partner, acting upon the
unanimous recommendation of the independent directfoK PE's general partner. In addition, the Coration Transaction was consented to
by holders of a majority of KPE units, excludingydtPE units whose consent rights were controlledKkyR or its affiliates.

Common control transactions are accourtgedrider Accounting Standards Code ("ASC") 8058#ause KPE, the KPE Investment
Partnership and the other entities included incthresolidated and combined financial statements weder the common control of the Senior
Principals both prior to and following the comptetiof the Transactions, in accordance with ASC B0%he Transactions are accounted for as
transfers of interests under common control. Accgylgt, no new basis of accounting has been estaalisipon completion of the Transactions
and Group Holdings carried forward the carrying ante of assets and liabilities that were contridutethe KKR Group Partnerships.

Similarly, because the Transactions didrastilt in a change of control, exchanges involthegvarious noncontrolling interests were
accounted for as equity transactions in accordaiteASC 810-10-45-23. The carrying amount of namtcolling interests associated with the
KPE Investment Partnership was adjusted to zereftect the change in ownership interest from tfaPE to that of KKR & Co. L.P. Since
KKR retained its controlling financial interesttime KKR business, no gain or loss was recognizéddraccompanying consolidated and
combined financial statements. This includes tteharge of the KPE Investment Partnership for a 86&tomic interest in the KKR Group
Partnerships in the Transactions, and the exchan@&R's other principals and individuals of theiwnership interests in various entities
included in the accompanying consolidated and costbfinancial statements before the Transactionmferests in KKR Holdings L.P.
("KKR Holdings"), a Cayman Islands exempted limifgttnership. The exchange of the KPE Investmerih®ahip for a
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30% interest in the KKR Group Partnerships in thenactions is reflected in the consolidated amdbioed financial statements as a
reallocation of equity interests from noncontrdalimterests to KKR & Co. L.P. partners' capitaleTdontribution of ownership interests helc
KKR's principals and other individuals is refleciadhe consolidated and combined financial statémas a reallocation of equity interests
from KKR & Co. L.P. partners' capital to noncontirad interests.

Upon completion of the Combination TrangattKPE changed its name to KKR & Co. (Guernse.l("KKR Guernsey") and was
traded publicly on Euronext Amsterdam under thelsyitiKKR" until it was delisted on July 15, 201@ninediately following the
Transactions, KKR Guernsey held a 30% economicéasten the KKR Group Partnerships through Groufdihgs and KKR's principals
retained a 70% economic interest in the KKR Groaprierships through KKR Holdings.

U.S. Listing

On July 15, 2010, KKR & Co. L.P. becaméelison the New York Stock Exchange ("NYSE"). In gection with the NYSE listing, KKR
Guernsey contributed its 30% interest held thro@gbup Holdings to KKR & Co. L.P. in exchange for BE-listed common units of
KKR & Co. L.P. and distributed those common unithiolders of KKR Guernsey units (referred to heerads the "In-Kind Distribution™).
Because the assets of KKR Guernsey consisted safldly interests in Group Holdings, the In-KindsBibution resulted in the dissolution of
KKR Guernsey and the delisting of its units fronr@ext Amsterdam. As of July 15, 2010, KKR & CoPLboth indirectly controlled the
KKR Group Partnerships and indirectly held KKR Gudeartnership units representing at that time a 86&mnomic interest in KKR's business.
The remaining 70% of the KKR Group Partnershipamiere held by KKR's principals through KKR Holdingubsequent to the NYSE list
and through December 31, 2011, KKR Holdings and KKRincipals have exchanged a portion of thegridts in the KKR Group
Partnerships for common units, and as of Decembg2@®L1, KKR & Co. L.P. owned 33.24% of the KKR @poPartnership units and KKR's
principals owned 66.76% of the KKR Group Partngrdhinits through KKR Holdings. From time to timegtpercentage ownership in the K
Group Partnerships will continue to change as KKdtdithgs and/or KKR's principals exchange unitshia KKR Group Partnerships (the
"KKR Group Partnership Units") for KKR & Co. L.Pommon units.

The following table presents the effectsludinges in the ownership interest in the KKR GrBapnerships on KKR & Co. L.P.'s equity:

October 1, 2009
Year Ended Year Ended through
December 31, 2011 December 31, 2010 December 31, 2009

Net income (loss) attributable
KKR & Co. L.P. $ 1921 $ 333,17¢ $ (78,22
Transfers from noncontrolling interes
Increase in KKR & Co. L.P. partners
capital for exchange of 14,023,009
and 7,867,865 KKR Group
Partnership units held by KKR
Holdings L.P. for the years ended
December 31, 2011 and 2010,
respectively, net of deferred tax 141,86: 70,70: —
Change from net income (los
attributable to KKR & Co. L.P. and
transfers from noncontrolling interes
held by KKR Holdings L.P. $ 143,78: $ 403,87¢ $ (78,227
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Basis of Presentation

Prior to the Transactions, the accompangongsolidated and combined financial statementsidlecthe results of eight of KKR's private
equity funds and two of KKR's fixed income fundsidhe general partners and management companibess# funds under the common
control of its Senior Principals. One of the eigtivate equity funds included the KPE InvestmentriRaship.

Prior to the Transactions, the followindiges and interests were included in the accompangonsolidated and combined financial
statements but were not, however, contributedad<kiR Group Partnerships as part of the Transastion

0] the general partners of the 1996 Fund and theperive consolidated funds;

(i) economic interests that allocate to a former ppalcand such person's designees an aggregate of ttfs carried intere:
received by the general partners of KKR's privapaity funds and 1% of KKR's other profits (losses);

(i)  economic interests that allocate to certain of kKfgrmer principals and their designees a portfathe carried interest received
by the general partners of KKR's private equitydsithat was allocated to them with respect to peieguity investments made
during such former principals' previous tenure VWMKR; and

(iv)  economic interests that allocate to certain of KK&lIrrent and former principals all of the capitaiested by or on behalf of the
general partners of KKR's private equity funds befthe completion of the Transactions and any mettirereon.

The interests described in (ii) through @ve referred to as the "Retained Interests."

The general partners of the 1996 Fund heil tespective consolidated funds were removen fiftte financial statements as they were not
contributed to the KKR Group Partnerships as piith@ Transactions.

The Retained Interests were not contribtbettie KKR Group Partnerships but are reflectethéhaccompanying consolidated and
combined financial statements as noncontrollingridts due to the fact that the entities in whiefsé noncontrolling interests are held cont
to be consolidated subsequent to the Transactions.

Prior to the Transactions, certain KKR pijrals who received carried interest distributianith respect to KKR's private equity funds had
personally guaranteed, on a several basis andctubja cap, the contingent obligations of the gaingartners of certain private equity funds to
repay amounts to fund limited partners pursuatitéageneral partners' clawback obligations. Thesesf the Transactions require that KKR
principals remain individually responsible for atlgwback obligations relating to carry distributioreceived prior to the Transactions up to a
maximum of $223.6 million. See Note 2 "Summary fnfficant Accounting Policies—Carried Interest."

To the extent a fund is in a clawback posijtKKR will record a benefit to reflect the amdsiue from the KKR principals related to the
clawback. By recording this benefit, the clawbabkgation has been reduced to an amount that repteshe obligation of the KKR Group
Partnerships. In
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1. ORGANIZATION AND BASIS OF PRESENTATION (Continue d)
connection with the Transactions, KKR recordedcirgable of $95,280 on October 1, 2009 with a apoading increase to equity.

In addition, historically, KKR consolidatétie KPE Investment Partnership in its financiatainents and substantially all of the owner
interests were reflected as noncontrolling intexeBhese noncontrolling interests were removedi@setinterests were contributed to the KKR
Group Partnerships in the Transactions. Subseqaé¢hé Transactions, the KKR Group Partnershipd 660% of the controlling and
economic interests in the KPE Investment Partnprdtierefore, KKR continues to consolidate the HREestment Partnership and its
economic interests are no longer reflected as manating interests as of October 1, 2009, theatffe date of the Transactions.

Subsequent to the completion of the Tratimas, KKR's business is conducted through the KBi&up Partnerships, which own:

. all of the controlling and economic interests in KK fei-generating management companies and approximaiétydd the
economic interests in KKR's capital markets comgsini

. controlling and economic interests in the geneaatners of KKR's private equity funds and othermistynent vehicles that are
entitled to receive carry; and

. all of the controlling and economic interests ia KPE Investment Partnership.

With respect to KKR's active and futuredarand co-investment vehicles that provide foriedrinterest, KKR continues to allocate to its
principals, other professionals and selected dttdividuals a portion of the carried interest earngee Note 2, "Summary of Significant
Accounting Policies—Carry Pool Allocation”. Thidadation is made prior to the allocation of carrietérest profits between KKR and KKR
Holdings.

Consolidation

The consolidated and combined financiakstents (referred to hereafter as the "financatkstents”) include the accounts of KKR's
management and capital markets companies, theajgratners of certain unconsolidated vehiclesegamartners of its consolidated vehicles
and their respective consolidated funds (the "KKRdS") and certain other entities.

KKR & Co. L.P. consolidates the financiasults of the KKR Group Partnerships and their obdated subsidiaries. KKR Holdings'
ownership interest in the KKR Group Partnershipgflected as noncontrolling interests in the ageanying consolidated and combined
financial statements.

References in the accompanying consolidatedcombined financial statements to KKR's "ppats" are to KKR's senior employees and
operating consultants who hold interests in KKRisibess through KKR Holdings, including the Seritancipals.
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Basis of Accounting

The accompanying consolidated and combfimahcial statements are prepared in accordandeagitounting principles generally
accepted in the United States of America ("GAAP").

Use of Estimates

The preparation of the consolidated andhined financial statements in conformity with GAA&juires management to make estimates
and assumptions that affect the reported amourdss#ts and liabilities, the disclosure of contmgessets and liabilities at the date of the
consolidated and combined financial statementsladeported amounts of fees, expenses and investnoeme (loss) during the reporting
periods. Such estimates include but are not lintitetthe valuation of investments and financialrmstents. Actual results could differ from
those estimates and such differences could be imat@the consolidated and combined financialestants.

General

KKR consolidates (i) those entities in whitholds a majority voting interest or has majprdwnership and control over significant
operating, financial and investing decisions of¢néty, including those private equity and otherastment funds (the "KKR Funds") in which
KKR, as general partner, is presumed to have chmirdii) entities determined to be variable imstrentities ("VIES") for which KKR is
considered the primary beneficiary.

With respect to the consolidated KKR FuriiSR generally has operational discretion and aanand limited partners have no
substantive rights to impact ongoing governanceapetating activities of the fund. The KKR Funds aonsolidated by KKR notwithstanding
the fact that KKR has only a minority economic et in those funds. KKR's consolidated and combfiteancial statements reflect the ass
liabilities, fees, expenses, investment incomesflesid cash flows of the consolidated KKR Funds gnoss basis, and the majority of the
economic interests in those funds, which are hglthivd party investors, are attributed to noncoltitrg interests in the accompanying
consolidated and combined financial statementsofthe management fees and certain other amoamga by KKR from those funds are
eliminated in consolidation. However, because thmigated amounts are earned from, and funded tycontrolling interests, KKR's
attributable share of the net income from thosel$us increased by the amounts eliminated. Accglgijithe elimination in consolidation of
such amounts has no effect on net income (los#uattible to KKR or KKR partners' capital.

The KKR Funds are, for GAAP purposes, itvesit companies and therefore are not requirednsalidate their majority owned and
controlled investments in portfolio companies (‘fRdio Companies”). Rather, KKR reflects their isteents in Portfolio Companies at fair
value as described below.

All intercompany transactions and balarttege been eliminated.

145




Table of Contents

KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Except Where Noted)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Variable Interest Entities

KKR consolidates all VIEs in which it isrtgidered the primary beneficiary. An enterprisdetermined to be the primary beneficiary if it
has a controlling financial interest under GAAPcéntrolling financial interest is defined as (ag iower to direct the activities of a variable
interest entity that most significantly impact #tity's business and (b) the obligation to absmsbes of the entity or the right to receive
benefits from the entity that could potentiallygignificant to the variable interest entity. Theasolidation rules which were revised effective
January 1, 2010 require an analysis to (a) determimether an entity in which KKR has a variableisst is a VIE and (b) whether KKR's
involvement, through the holding of equity intesedirectly or indirectly in the entity or contraatly through other variable interests unrelated
to the holding of equity interests, would give it@trolling financial interest under GAAP. Perf@ante of that analysis requires the exercis
judgment. Where KKR has an interest in an entiit ttas qualified for the deferral of the consoiolarules, the analysis is based
consolidation rules prior to January 1, 2010. Threses require an analysis to (a) determine whethegntity in which KKR has a variable
interest is a VIE and (b) whether KKR's involvemehtough the holding of equity interests direathjindirectly in the entity or contractually
through other variable interests would be expetieabsorb a majority of the variability of the éntiUnder both guidelines, KKR determines
whether it is the primary beneficiary of a VIE hettime it becomes involved with a VIE and recoessdhat conclusion at each reporting date.
In evaluating whether KKR is the primary benefigidkKR evaluates its economic interests in theterhield either directly by KKR or
indirectly through related parties. The consolidatinalysis can generally be performed qualitatiiedbwever, if it is not readily apparent that
KKR is not the primary beneficiary, a quantitataealysis may also be performed. Investments arehmptons (either by KKR, affiliates of
KKR or third parties) or amendments to the govegrdocuments of the respective entities could atiecentity's status as a VIE or the
determination of the primary beneficiary. At eaepaorting date, KKR assesses whether it is the pyirb@neficiary and will consolidate or
deconsolidate accordingly. KKR's accounting corioclusinder the existing consolidation rules detesdithat effective January 1, 2011, KKR
became the primary beneficiary of certain enti@ied consolidated such entities that were previoustonsolidated prior to that date.

As of December 31, 2011 and 2010, the masimaxposure to loss for those VIEs in which KKRiétermined not to be the primary
beneficiary but in which it has a variable interiesas follows:

December 31 December 31

2011 2010
Investments $ 61,05: $ 35,867
Due from Affiliates, ne 2,09t 3,22
Maximum Exposure to Los $ 63,14¢ $ 39,09:

For those unconsolidated VIEs in which KISRhe sponsor, KKR may have an obligation as gammartner to provide commitments to
such funds. For the years ended December 31, 2ed2G10, KKR did not provide any support other titarobligated amount.
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KKR's investment strategies differ by inweent fund; however, the fundamental risks havélainharacteristics, including loss of
invested capital and loss of management fees amigédanterests. Accordingly, disaggregation of KKivolvement with VIEs would not
provide more useful information.

Redeemable Noncontrolling Interests

Redeemable Noncontrolling Interests represencontrolling interests of certain investmeahicles and funds that are subject to periodic
redemption by investors following the expirationao$pecified period of time (typically between @mal three years), or may be withdrawn
subject to a redemption fee during the period wtegital may not be otherwise withdrawn. Limitedtpar interests subject to redemption as
described above are presented as Redeemable Nailtogtinterests within the consolidated and coneldi statements of financial condition
and presented as Net Income (Loss) attributabRetteemable Noncontrolling Interests within the etidated and combined statements of
operations. When redeemable amounts become lgg@aible to investors, they are classified as dlitialand included in Accounts Payable,
Accrued Expenses and Other Liabilities in the ctidated and combined statements of financial cémalit~or all consolidated investment
vehicles and funds in which redemption rights haeebeen granted, noncontrolling interests aregmtes! within Partners' Capital in the
consolidated and combined statements of finanoiadlition as Noncontrolling Interests.

Noncontrolling Interests

Noncontrolling interests represent (i) nmmtcolling interests in consolidated entities aidnoncontrolling interests held by KKR
Holdings.

Noncontrolling Interests in Consolidated Entitie

Prior to the completion of the Transactiamencontrolling interests in consolidated entitiegresented ownership interests in consolidated
entities held by entities or persons other thanRredecessor Owners. The majority of these nonaitinty interests were held by third party
investors in the KKR Funds and the limited partinégrests in the KPE Investment Partnership.

Subsequent to the completion of the Tratiwas, noncontrolling interests in consolidatedted represent the non-redeemable ownership
interests in KKR that are held by:

0] third party investors in the KKR Funds;

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

(i) certain of KKR's former principals and their desiga representing a portion of the carried integzstived by the general

partners of KKR's private equity funds that wasedited to them with respect to private equity itwesnts made during such
former principals’ previous tenure with KKR;
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(iv)  certain of KKR's current and former principals egenting all of the capital invested by or on biebithe general partners
KKR's private equity funds before the completiorttaf Transactions and any returns thereon; and

(v) a third party in KKR's capital markets businespi@senting an aggregate of 2% of the capital mafkesiness equity).
Noncontrolling Interests held by KKR Holding

Noncontrolling interests held by KKR Holdminclude economic interests held by KKR's priatgpn the KKR Group Partnerships.
KKR's principals receive financial benefits from R business in the form of distributions receifredh KKR Holdings and through their
direct and indirect participation in the value dfR Group Partnership Units held by KKR Holdings.€8k profit-based cash amounts are not
paid by KKR and are borne by KKR Holdings.

The following table presents the calculatid Noncontrolling interests held by KKR Holdings:

October 1, 2009
Year Ended Year Ended through
December 31, 2011 December 31, 2010 December 31, 2009

Balance at the beginning of the perioc  $ 4,346,381 $ 3,072,336/ $ 2,633,02!
Net income (loss) attributable
noncontrolling interests held by KKK

Holdings(a) 185,35: 899,27 (116,69¢)
Other comprehensive income| (8,48¢) 28¢ 24k
Exchange of KKR Holdings units to

KKR & Co. L.P. units(c; (140,38 (69,999 —
Equity Based Compensatis 453,60« 824,19: 562,37:
Capital contribution: 38,97¢ 40,67: 16¢
Capital distribution: (533,29 (420,400 (6,760
Balance at the end of the periot $ 4,342,15 $ 4,346,381 $ 3,072,36!

€) Refer to table below for calculation of Net incoffess) attributable to noncontrolling interestschisy KKR Holdings.

(b) Calculated on a pro rata basis in accordance WiR Klolding's equity ownership percentage of the K&Rup
Partnerships during the reporting period.

(c) Calculated based on the number of KKR Holdingssuaitchanged for KKR & Co. L.P. common units dutting
reporting period

Income (loss) attributable to KKR afteroatition to noncontrolling interests, with the extap of certain tax assets and liabilities that are
directly allocable to KKR Management Holdings Coip.attributed based on the percentage of thehteigaverage KKR Group Partnership
Units held by KKR and KKR Holdings, each of whicbl¢h equity of the KKR Group Partnerships. Howemnarily because of the
contribution of certain expenses borne entirel KR Holdings as well as the periodic exchange offKKoldings units for KKR & Co. L.P.
common units, the equity allocations shown in thesolidated and combined statements of changesityeliffer from their respective pro-
rata ownership interests in KKR's net assets.
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The following table presents the calculatid Net income (loss) attributable to noncontrglinterests held by KKR Holdings:

October 1, 2009

Year Ended Year Ended through
December 31, 2011 December 31, 2010 December 31, 2009

Net income (loss $ 876,48t $ 7,776,47. $ 1,249,73!
Less:Net income (loss) attributable

Redeemable Noncontrolling Intere 4,31¢ — —
Less:Net income (loss) attributable to

Noncontrolling Interests in

consolidated entitie 684,89! 6,544,01 1,444,65!
Plus: Income taxes attributable to KK

Management Holdings Cory 75,46¢ 57,78: 28,20¢
Net income (loss) attributable

KKR & Co. L.P. and KKR Holding:  $ 262,73t $ 1,290,24; $ (166,709
Net income (loss) attributable tc

noncontrolling interests held by

KKR Holdings(a) $ 185,35: $ 899,27 $ (116,69¢)

€) Net income (loss) attributable to KKR Holdings &skbd on the weighted average KKR Group Partnetshits held by
KKR Holdings during the reporting perio

Fair Value Measurements

KKR measures and reports its investmentisaginer financial instruments at fair value. Thgarity of the investments and other financial
instruments are held by the consolidated KKR Fumitie. KKR Funds are for GAAP purposes, investmentmanies and reflect their
investments and other financial instruments atfalue. KKR has retained the specialized accourftinghe consolidated KKR Funds in
consolidation. Accordingly, the investments heldtwy KKR Funds are reflected on the consolidateticambined statements of financial
condition at fair value, with unrealized gains doskes resulting from changes in fair value refldcis a component of Net Gains (Losses)
Investment Activities in the consolidated and comeli statements of operations.

For investments and certain other finanicistruments that are not held in a consolidatedRKM¥ind, KKR has elected the fair value op
since these investments and other financial ingnimare similar to those in the consolidated KKRdS. Such election is irrevocable and is
applied on an investment by investment basis @iimecognition. Gains and losses resulting frdrarges in fair value are reflected as a
component of Net Gains (Losses) from Investmenivitigs in the consolidated and combined statemehtperations. The methodology for
measuring the fair value of such investments ahdrdinancial instruments is consistent with thehodology applied to investments and ot
financial instruments that are held in consolid&&®R Funds. Interest income on interest bearingidoand debt securities for which the fair
value option has been elected is based on statgbnaates adjusted for the accretion of purchésmunts and the amortization of purchase
premiums. Further disclosure is presented in Ndfeat Value Measurements".
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Fair value is the amount that would be irgzmbto sell an asset or paid to transfer a lighiln an orderly transaction between market
participants at the measurement date (i.e., thepeki).

KKR has categorized and disclosed its imests and other financial instruments measuredemaited at fair value based on the
hierarchical levels as defined within GAAP. GAARasishes a hierarchal disclosure framework thatripizes and ranks the level of market
price observability used in measuring assets afulilies at fair value. Market price observabilisyaffected by a number of factors, including
the type and the characteristics specific to tlsetasr liability. Investments and other financratruments for which fair value can be measured
from quoted prices in active markets generally hél’e a higher degree of market price observalgility a lesser degree of judgment used in
measuring fair value.

Investments and other financial instrumenémsured and reported at fair value are classifielddisclosed in one of the following
categories:

Level I—Quoted prices are available in\aetinarkets for identical assets or liabilities &the reporting date. The type of
investments and other financial instruments inatlicelevel | include publicly-listed equities, piddy-listed derivatives, and securities
sold short. KKR does not adjust the quoted pricetese investments, even in situations where Kida large position and a sale
could reasonably affect the quoted price.

Level [I—Pricing inputs are other than qeabprices in active markets, which are either diyear indirectly observable as of the
reporting date, and fair value is generally detaeadithrough the use of models or other valuatiothowwlogies. Investments and other
financial instruments which are included in thiseggry generally include fixed income investmentsjvertible debt securities indexed
to publicly-listed securities, fixed income sedestsold, but not yet purchased and certain oveetiunter derivatives.

Level lll—Pricing inputs are unobservahie the asset or liability and includes situatiorigeve there is little, if any, market
activity for the investment. The inputs into theetenination of fair value require significant maeagent judgment or estimation.
Investments that are included in this category gilyeinclude private Portfolio Companies and fixadome investments for which a
sufficiently liquid trading market does not exist.

In certain cases, the inputs used to medsimvalue may fall into different levels of tfar value hierarchy. In such cases, an investrs
level within the fair value hierarchy is based ba towest level of input that is significant to tiadr value measurement. KKR's assessment of
the significance of a particular input to the fealue measurement in its entirety requires judgireamd it considers factors specific to the
investment.

In cases where an investment or finanostrument is measured and reported at fair valtramsferred into or out of Level Il of the fair
value hierarchy, KKR accounts for the transfethattheginning of the reporting period.

The carrying amount of cash and cash etpnts, cash and cash equivalents held at consetidattities, restricted cash and cash
equivalents, due from / to affiliates, accountsgidg, accrued expenses and other liabilities ajymabe fair value due to their short-term
maturities. KKR's debt obligations, except for KKFSenior Notes, bear interest at floating ratesthexkfore fair value
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approximates carrying value. Further informatiorkdR's Senior Notes is presented in Note 8, "Debligations."
Investments

Investments consist primarily of privateiity, fixed income, and other investments. Secuitg loan transactions are recorded on a trade
date basis. Further disclosure on investmentseisgmted in Note 4, "Investments.”

Private Equity

Private equity investments consist prinyaoil investments in Portfolio Companies of KKR Ferahd other investment vehicles. The K
Funds and other investment vehicles reflect investsat their estimated fair values, with unrealigains or losses resulting from changes in
fair value reflected as a component of Net Gairesgles) from Investment Activities in the consokdband combined statements of operati

Private equity investments that have rgaaliiservable market prices (such as those tradedsecurities exchange) are stated at the last
guoted sales price as of the reporting date.

The determination of fair value for thosedstments that do not have a readily observabt&ehprice may differ materially from the
values that would have resulted if a ready marketéxisted. For these investments, KKR generaliyg asmarket approach and an income
(discounted cash flow) approach when determiniingvlue. Management considers various internaledrnal factors when applying these
approaches, including the price at which the inmesit was acquired, the nature of the investmenteotimarket conditions, recent public
market and private transactions for comparablergézs) and financing transactions subsequenteatiuisition of the investment. In the
income approach, KKR incorporates significant agsions and judgments in determining the most likalyer, or market participant for a
hypothetical sale, which might include an initiallgtic offering, private equity investor, strategigyer or a transaction consummated through a
combination of any of the above. Estimates of agzligrowth rates, terminal values, discount rategital structure, risk premiums and other
factors are employed in this approach, and in tedases the results of the income approach caigbdicantly impacted by these estimates.
The fair value recorded for a particular investmeititgenerally be within the range suggested ey tihio approaches.

Investments denominated in currencies dttear the U.S. dollar are valued based on therspetf the respective currency at the end of
the reporting period with changes related to exghaate movements reflected as a component of HietsGLosses) from Investment
Activities in the accompanying consolidated and borad statements of operations.

Fixed Income

Fixed income investments consist of invesita in high yield bonds, syndicated bank loand,iaterests in collateralized loan obligatia
These investments are valued at the mean of thié 8ioid "asked" prices obtained from third partycimg services. In the event that third party
pricing service quotations are unavailable, vakresobtained from dealers or market makers, andentese values
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are not available, fixed income investments arae@dby KKR or KKR may engage a third party valuatiobm to assist in such valuations.
Securities Sold Shot

Whether part of a hedging transaction waasaction in its own right, securities sold shagpresent obligations of KKR to deliver the
specified security at the contracted price at arupoint in time, and thereby create a liabildyrépurchase the security in the market at the
prevailing prices. The liability for such securgtisold short is marked to market based on the mivedue of the underlying security at the
reporting date with changes in fair value recordedinrealized gains or losses in Net Gains (Lo$sa®) Investment Activities in the
accompanying statements of operations. These taosa may involve a market risk in excess of thmant currently reflected in the
accompanying statements of financial condition.

Cash and Cash Equivalents
KKR considers all highly liquid short-telimvestments with original maturities of 90 daydess when purchased to be cash equivalents.
Cash and Cash Equivalents Held at Consolidated Enies

Cash and cash equivalents held at congetidantities represents cash that, although natljegestricted, is not available to fund general
liquidity needs of KKR as the use of such fundgeaserally limited to the investment activities b&tKKR Funds.

Restricted Cash and Cash Equivalents

Restricted cash and cash equivalents rept@snounts that are held by third parties undeaiceof KKR's financing and derivative
transactions.

Due from and Due to Affiliates

For purposes of classifying amounts, KKRsiders its principals and their related entities;onsolidated funds and the Portfolio
Companies of its funds to be affiliates. Receivaliftem and payables to affiliates are recordetieit turrent settlement amount.

Foreign Exchange Derivatives and Hedging Activities

KKR enters into derivative financial ingtnants primarily to manage foreign exchange riskiatetest rate risk arising from certain assets
and liabilities. All derivatives are recognizededther assets or liabilities in the statementdradricial condition and measured at fair value with
changes in fair value recorded in Net Gains (LgsBem Investment Activities in the accompanyingtstments of operations. KKR's derivat
financial instruments contain credit risk to theéesnt that its bank counterparties may be unabiedet the terms of the agreements. KKR
attempts to minimize this risk by limiting its caenparties to major financial institutions withatg credit ratings.
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Fixed Assets, Depreciation and Amortization

Fixed assets consist primarily of leaselwmlgdrovements, furniture and computer hardwarehSuoounts are recorded at cost less
accumulated depreciation and amortization. Deptieci@nd amortization are calculated using thegiitdine method over the assets'
estimated economic useful lives, which for leasélwlprovements are the lesser of the lease terrtgedife of the asset, and three to seven
years for other fixed asse

Comprehensive Income

Comprehensive income is defined as thegdamequity of a business enterprise during aodefriom transactions and other events and
circumstances, excluding those resulting from dbuations from and distributions to owners. In tlke@mpanying consolidated and combined
financial statements, comprehensive income reptedést Income (Loss), as presented in the condelidand combined statements of
operations and net foreign currency translationgtdjents.

Fees

Fees consist primarily of (i) monitoringnsulting and transaction fees from providing adwisand other services, (i) management and
incentive fees from providing investment managensentices to unconsolidated funds, a specialtynfieacompany, structured finance and
other vehicles, and separately managed accoumtgjiriees from capital markets activities. Thdéees are based on the contractual terms of
the governing agreements and are recognized whraedavhich coincides with the period during whibk related services are performed.

For the years ended December 31, 2011, 26d®009, fees consisted of the following:

For the Years Ended December 31,

2011 2010 2009
Transaction Fee $ 343,24¢ $ 212,527 $ 91,82¢
Monitoring & Consulting Fee 265,92 119,24: 174,47¢
Management Fee 80,20: 64,78t 60,49¢
Incentive Fee 34,24: 38,83: 4,472

Total Fee Incom $ 723,62( $ 435,38t $ 331,27:

Transaction Fees

Transaction fees are earned by KKR primanilconnection with successful private equity atiger investment transactions and capital
markets activities. Transaction fees are recognigexh closing of the transaction. Fees are typigadid on or around the closing of a
transaction.

In connection with pursuing successful fatic Company investments, KKR receives reimbursenfier certain transaction-related
expenses. Transaction-related expenses, whicleimnbursed by third parties, are typically deferuadil the transaction is consummated and
are recorded in Other Assets on the consolidatdccambined statements of financial condition ondate incurred. The costs of successfully
completed transactions are borne by the KKR Fundsrecluded as a component of the investment'shiams. Subsequent to closing,
investments are recorded
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at fair value each reporting period as describdtiénsection above titled "Investments". Upon rainsement from a third party, the cash rec
is recorded and the deferred amounts are relidVedees or expenses are recorded for these reieerss.

Monitoring and Consulting Fee:

Monitoring fees are earned by KKR for seed provided to Portfolio Companies and are reaaghas services are rendered. These fees
are generally paid based on a fixed periodic sdedalythe Portfolio Companies either in advancearrears and are separately negotiated for
each Portfolio Company.

In connection with the monitoring of PottfoCompanies and certain unconsolidated funds, K&geives reimbursement for certain
expenses incurred on behalf of these entities.sdostirred in monitoring these entities are clésdifs general, administrative and other
expenses and reimbursements of such costs ardielhss monitoring fees.

Consulting fees are earned by certain dateded entities for consulting services providedPbrtfolio Companies and other companies
and are recognized as the services are renderede Tees are separately negotiated with each confipawhich services are provided.

Management Fee

Management fees are earned by KKR for mamagt services provided to private equity fundseptnvestment vehicles, structured
finance vehicles, separately managed accounts apdaalty finance company which are recognizettiénperiod during which the related
services are performed in accordance with the aottal terms of the related agreement. Managemestdarned from private equity funds
certain investment vehicles are based upon a pagewnf capital committed during the investmentqekrand thereafter based on remaining
invested capital. For certain other investmentaeli structured finance vehicles, separately mashagcounts and a specialty finance vehicle,
management fees are recognized in the period dwifiich the related services are performed and asedupon the net asset value, gross
assets or as otherwise defined in the respectireeatents.

Management fees received from consolid&t€® Funds are eliminated in consolidation. Howelmcause these amounts are funded by,
and earned from, noncontrolling interests, KKRIeadted share of the net income from consolidat&& kcunds is increased by the amount of
fees that are eliminated. Accordingly, the elimioatof these fees does not have an effect on themoeme (loss) attributable to KKR or KKR
partners' capital.

Private Equity Funds

For KKR's private equity funds and certairconsolidated KKR sponsored funds, gross managdieesngenerally range from 1% to 2%
of committed capital during the fund's investmeatigd and is generally 0.75% of invested capitarathe expiration of the fund's investment
period with subsequent reductions over time. Tylgican investment period is defined as a periodwfo six years. The actual length of the
investment period may be shorter based on the dgirnd deployment of committed capital.

For periods prior to the Transactions,dmance of the management service period, KKR hected to waive the right to earn certain
management fees that it would have been entitlédio its
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private equity funds. The cash that would have hEgrable was contributed by the funds' investodsvaas initially included as a componen
Cash and Cash Equivalents Held at Consolidatedi&ntin lieu of making direct cash capital conitibns, these investor contributions were
used to satisfy a portion of the capital commitreentwhich KKR would otherwise have been subjedhasggeneral partner of the fund. As a
result of the election to waive the fees, KKR wasentitled to any portion of these fees until filned had achieved positive investment results.
Because the ability to earn the waived fees wasirggent upon the achievement of positive investmeturns by the fund, the recognition of
income only occurred when the contingency wasfeadisThere were no waived fees for the years efmbmber 31, 2011 and 2010 and
waived fees of $25.5 million for the year ended &waber 31, 2009.

Certain of KKR's private equity funds reguihe management company to refund up to 20%\tash management fees earned from
limited partners in the event that the funds reieya carried interest. At such time as the furdgaizes a carried interest in an amount
sufficient to cover 20% of the cash managementéeesed or a portion thereof, a liability to thedts limited partners is recorded and revenue
is reduced for the amount of the carried interesbgnized, not to exceed 20% of the cash managdaesearned. As of December 31, 2011,
the amount subject to refund for which no liabilitgs been recorded approximates $91.4 millionrasut of certain funds not yet recognizing
sufficient carried interests. The refunds to tinatied partners are paid, and the liabilities rediggvat such time that the underlying investments
are sold and the associated carried interestealieed. In the event that a fund's carried intasesot sufficient to cover all or a portion okth
amount that represents 20% of the earned cash re@reeg fees, these fees would not be returned tluttus' limited partners, in accordance
with the respective fund agreements.

For periods prior to the Transactions, K&&tned fees from the KPE Investment Partnershigtwivere determined quarterly based on
25% of the sum of (i) equity up to and includingl$ion multiplied by 1.25% plus (ii) equity in eess of $3 billion multiplied by 1%. For
purposes of calculating the management fee, eguayan amount defined in the management agree®@nsequent to the Transactions, the
KPE Investment Partnership continues to pay aHeeiever, since the KKR Group Partnerships hold 1@d%e controlling and economic
interests of the KPE Investment Partnership, ted<eliminated in consolidation.

Structured Finance Vehicle:

KKR's management agreements for its stradtfinance vehicles provide for senior collatenanagement fees and subordinate collateral
management fees. Senior collateral managemenafeatetermined based on an annual rate of 0.15%llateral and subordinate collateral
management fees are determined based on an aateiaf 0.35% of collateral. If amounts distributabh any payment date are insufficient to
pay the collateral management fees according tptioeity of payments, any shortfall is deferredigrayable on subsequent payment dates.
KKR has the right to waive all or any portion ofyasollateral management fee. As of December 3112RKR has permanently waived
$137.1 million of collateral management fees. Kkéhegrally waives the collateral management feegh®majority of its structured finance
vehicles; however, KKR may cease waiving collatenahagement fees at its discretion. For the purpbsalculating the collateral
management fees, collateral, the payment dateshangtiority of payments are terms defined in@nagement agreements.
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Fixed Income and Special Situations Separately Maeal Accounts

Certain fixed income and special situatiaosounts referred to as "Separately Managed Adsbinvest in liquid strategies, such as
leveraged loans and high yield bonds, as well ssliguid credit products such as mezzanine dedbspacial situations investments. These
accounts provide for management fees determinedeglyabased on an annual rate generally rangiog 0.5% to 1.5%. Such rate may be
based on the accounts' average net asset valutl camitments or invested capital.

KKR Financial Holdings LLC ("KFN")

KKR's management agreement with KFN prosi@denong other things, that KKR is entitled to aierfees, consisting of a base
management fee and an incentive fee. KKR earnsaimanagement fee, computed and payable monthlyears, based on an annual rate of
1.75% of adjusted equity, which is an amount defimethe management agreement.

KKR's management agreement with KFN alswvidies that KFN is responsible for paying KKR gedst incentive compensation in an
amount equal to the product of (i) 25% of the dalmmount by which: (a) KFN's net income, beforeeimive compensation, per weighted
average share of KFN's common shares for suchequastceeds (b) an amount equal to (A) the weigatedage of the price per share of the
common stock of KFN in its August 2004 private glaent and the prices per share of the common sto€kN in its initial public offering
and any subsequent offerings by KFN multiplied By the greater of (1) 2.00% and (2) 0.50% plus fmeth of the ten year treasury rate for
such quarter, multiplied by (ii) the weighted awggaumber of KFN's common shares outstanding ih quarter. Once earned, there are no
clawbacks of incentive fees received from KFN. KKRlanagement agreement with KFN was renewed oradahu2012 and will
automatically be renewed for successive one-yearstéollowing December 31, 2012 unless the agreéisdarminated in accordance with its
terms.

Investment Income

Investment income consists primarily of tiet impact of: (i) realized and unrealized gaind bsses on investments, (ii) dividends,
(iii) interest income, (iv) interest expense angffreign exchange gains and losses relating tk+ttamarket activity on foreign exchange
forward contracts, foreign currency options anetiign denominated debt. Unrealized gains or lossmdgtrfrom changes in fair value of
investments during the period and are includedeh®&ins (Losses) from Investment Activities. Uglisposition of an investment, previously
recognized unrealized gains or losses are revensé@ realized gain or loss is recognized.

Dividend Income

Dividend income is recognized by KKR on &edividend date, or in the absence of a formal datilam, on the date it is received. For
years ended December 31, 2011, 2010 and 2009 astilbdly all of the dividends were earned by thasmidated KKR Funds
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Interest Income

Interest income is recognized as earnedtHeoyears ended December 31, 2011, 2010 and 20BStantially all of the interest income
was earned by the consolidated KKR Funds.

Carried Interest

Carried interest entitles the general gartf a fund to a greater allocable share of tinel'Biearnings from investments relative to the
capital contributed by the general partner andespondingly reduce noncontrolling interests' attidble share of those earnings. Amounts
earned pursuant to carried interest are includedvastment income (loss) in Net Gains (Losseghftovestment Activities in the consolidated
and combined statements of operations and arechynthe general partner of those funds to thengxbtat cumulative investment returns are
positive and where applicable, preferred returegholds have been met. If these investment retleasase or turn negative in subsequent
periods, recognized carried interest will be regdrand reflected as investment losses in Net Ghosses) from Investment Activities in the
consolidated and combined statements of operat@msied interest is recognized based on the comi@aformula set forth in the agreements
governing the fund as if the fund was terminatethatreporting date with the then estimated falo@s of the investments realized. Due to the
extended durations of KKR's private equity fund&RKbelieves that this approach results in inconeegeition that best reflects the periodic
performance of KKR in the management of those fuBég Note 12 "Segment Reporting" for the amouchadfied interest income earned or
reversed for the years ended December 31, 2010, 204 2009.

The agreements governing KKR's private tycunds generally include a "clawback" or, in eémtinstances, a "net loss sharing" provit
that, if triggered, may give rise to a contingebligation that may require the general partneetann or contribute amounts to the fund for
distribution to investors at the end of the lifetloé fund. See Note 13 "Commitments and Contingsfici

Compensation and Benefits

Compensation and Benefits expense incladss compensation consisting of salaries, bonaseshenefits, as well as equity-based
payments consisting of charges associated withieéhting of equity-based awards and carry pool atloos.

All KKR principals and other employees eftain consolidated entities receive a base s#hatyis paid by KKR or its consolidated
entities, and is accounted for as CompensatiorBanefits expense. These employees are also eligilbkxeive discretionary cash bonuses
based on performance, overall profitability andeotinatters. While cash bonuses paid to most emetogee funded by KKR and certain
consolidated entities and result in customary Caregtion and Benefits expense, cash bonuses thpa@r¢o certain of KKR's most senior
employees are funded by KKR Holdings with distribos that it receives on its KKR Group Partnerdbipts. To the extent that distributions
received by these individuals exceed the amouatstiiey are otherwise entitled to through theitegsinits in KKR Holdings, this excess is
funded by KKR Holdings and reflected in Compensatod Benefits in the consolidated statements efaijons.

Further disclosure regarding equity-bassghgents is presented in Note 10 "Equity-based Pagarie
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Carry Pool Allocation

Subsequent to the Transactions, with regpa€KR's active and future funds and co-investtmehicles that provide for carried interest,
KKR will allocate to its principals and other prefonals a portion of the carried interest earna@lation to these funds as part of its carry
pool. KKR currently allocates approximately 40%loé carry it earns from these funds and vehicléstoarry pool. These amounts are
accounted for as compensatory profit-sharing aear@nts in conjunction with the related carriedreséincome and recorded as an expense ir
the consolidated and combined statements of opegtiro the extent previously recorded carried@steis adjusted to reflect decreases in the
underlying funds' valuations at period end, relagtefit sharing amounts previously accrued are &tdiand reflected as a benefit to current
period expense. See Note 12 "Segment Reportingh&amount of carry pool allocation expense (hfnefcognized for the years ended
December 31, 2011, 2010, and 2009.

General, Administrative and Other

General, administrative and other expessists primarily of professional fees paid to legdvisors, accountants, advisors and
consultants, insurance costs, travel and relatpdreses, communications and information servicgmedétion and amortization charges and
costs incurred in connection with pursuing potdntieestments that do not result in completed taatisns.

Foreign Currency

Foreign currency denominated assets abdities are primarily held at management and epitarkets companies located outside the
United States. Foreign currency denominated aasetdiabilities are translated using the exchamgesrprevailing at the end of each reporting
period. Results of foreign operations are trandlatehe weighted average exchange rate for epchtieg period. Translation adjustments are
included as a component of accumulated other cdmepgve income until realized. Foreign currencyngar losses resulting from transacti
outside of the functional currency of a consolidagatity are recorded in income as incurred ancewet material during the years ended
December 31, 2011, 2010 and 2009.

Earnings Per Common Unit

Basic earnings per common unit is calcualde dividing Net Income (Loss) attributable to KKRCo. L.P. by the weighted average
number of common units outstanding during the gkrio

Diluted earnings per common unit is caltedaby dividing Net Income (Loss) attributable t6R & Co. L.P. by the weighted average
number of common units outstanding during the gkimgreased to include the number of additional mam units that would have been
outstanding if the dilutive potential common uritsd been issued.

Diluted earnings per common unit excludeRKKoldings units which are exchangeable on a on@ifie basis into common units of
KKR & Co. L.P. The KKR Holdings units are excludigdm the diluted calculation given that the exchaonfithese units would proportionally
increase KKR & Co. L.P.'s interests in the KKR GudRartnerships and would have an anti-dilutiveatffa earnings per common unit as a
result of certain tax benefits KKR & Co. L.P. isamed to receive upon the exchange.
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Diluted earnings per common unit includeested equity awards that have been granted uhddKR & Co. L.P. 2010 Equity Incentive
Plan since these equity awards dilute KKR and KKadtdihgs pro rata in accordance with their respectigrcentage interests in the KKR
Group Partnerships.

Further disclosure regarding earnings penraon unit is presented in Note 6 "Earnings Per @omUnit."”
Income Taxes

Prior to the completion of the TransactidiKR was treated as a partnership for U.S. fedam@me tax purposes and as a corporate ¢
in certain non-U.S. jurisdictions. As a result,anme was not subject to U.S. federal and state iedaxes. Generally, the tax liability related to
income earned by these entities represented oioligadf the KKR principals and have not been reflddn the consolidated and combined
financial statements prior to the Transactionsoine taxes shown on the consolidated and combimg¢ehsénts of operations prior to the
Transactions are attributable to New York City Undrporated Business Tax and other income taxegaic entities located in non-U.S.
jurisdictions.

Following the Transactions, the KKR GrowgtRerships and certain of their subsidiaries isr@éd as partnerships or disregarded entities
for U.S. federal income tax purposes but may betéiceas corporate entities in certain non-U.Ssglictions. Accordingly, these entities in
some cases continue to be subject to the New Yityklhincorporated Business Tax, or non-U.S. incdex@s. In addition, certain of the
wholly owned subsidiaries of KKR and the KKR GrdRartnerships are subject to federal, state andl édocporate income taxes at the entity
level and the related tax provision attributabl&KKR's share of this income is reflected in thesmiated and combined financial statements.

KKR provides for federal, state and foreigoome taxes currently payable. In addition, defétax assets and liabilities are recognize:
the expected future tax consequences of differelnegeen the carrying amounts of assets and li@siland their respective tax bases using
currently enacted tax rates. The effect on defesssetts and liabilities of a change in tax ratesedegnized in income in the period when the
change is enacted. Deferred tax assets are rethycedaluation allowance when it is more likelyrnih@ot that some portion or all the deferred
tax assets will not be realized.

Tax laws are complex and subject to diffeisterpretations by the taxpayer and respectoxegmental taxing authorities. Significant
judgment is required in determining tax expenseiarelaluating tax positions including evaluatingcartainties. KKR reviews its tax positic
quarterly and adjusts its tax balances as newrrdton becomes available.

Uncertain Tax Positions

For the purposes of calculating uncertaingositions, KKR measures the tax benefit of qumditions by determining the largest amount
that is greater than 50% likely of being realizgdm settlement, presuming that the tax positie@xamined by the appropriate taxing authority
that has full knowledge of all relevant informatidihese assessments can be complex and requircsighjudgment. To the extent that
KKR's estimates change or the final tax outcomthe$e matters is different than the amounts redplech differences will impact the inco
tax provision in the
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period in which such determinations are made.dfitfitial assessment fails to result in the rectigniof a tax benefit, KKR regularly monitors
its position and subsequently recognizes the taefitdf (i) there are changes in tax law or analog case law that sufficiently raise the
likelihood of prevailing on the technical meritstbe position to more-likely-than-not, (ii) the &tee of limitations expires, or (iii) there is a
completion of an audit resulting in a settlementhaft tax year with the appropriate agency. Inteaed penalties, if any, are recorded within
provision for income taxes in the consolidated eoohbined statements of operations and are clagsifiehe consolidated and combined
statements of financial condition with the relaliedility for unrecognized tax benefits.

Tax Receivable Agreement

Certain exchanges of KKR Group Partnershijis from KKR Holdings or transferees of its KKRdBip Partnership Units pursuant to
KKR's exchange agreement are expected to resait increase in KKR Management Holdings Corp.'siemdorporate subsidiary's share of
the tax basis of the tangible and intangible assetdKR Management Holdings, a portion of whictattributable to the goodwill inherent in
our business, that would not otherwise have beailadle. This increase in tax basis may increapeadéation and amortization for U.S.
federal income tax purposes and therefore redwecartiount of income tax that our intermediate hgdiompanies would otherwise be
required to pay in the future. KKR & Co. L.P. est@linto a tax receivable agreement with KKR Holdipgrsuant to which our intermediate
holding companies will be required to pay to KKRItHngs or transferees of its KKR Group Partnersbiyits 85% of the amount of cash
savings, if any, in U.S. federal, state and lonabime taxes that the intermediate holding compaagsally realize as a result of this increas
tax basis, as well as 85% of the amount of any saeings the intermediate holding companies agtuedlize as a result of increases in tax
basis that arise due to payments under the taiedite agreement. Although KKR is not aware of &spe that would cause the IRS to
challenge a tax basis increase, neither KKR Hoklimgy its transferees will reimburse KKR for anyipents previously made under the tax
receivable agreement if such tax basis increaghednenefits of such increases, were successfodlilenged. Payments made under the tax
receivable agreement are required to be made wBthitays of the filing of the tax return of KKR Magement Holdings Corp. For the year
ended December 31, 2011, approximately $0.2 mitibcash payments were made under the tax receiagveement. No payments were
made under the tax receivable agreement for thes ygaled December 31, 2010 and 20089.

KKR records any changes in basis as a iefeax asset and the liability for any corresponggiayments as amounts due to affiliates, with
a corresponding net adjustment to equity at the tifrexchange. KKR records any benefit of the reduncome tax the intermediate holding
companies may recognize as such benefit is recedniz

Exchange Agreement

The exchange agreement provides for theamnge of KKR Group Partnership Units held by KKRIdiiags for KKR & Co. L.P. common
units.

Recently Issued Accounting Pronouncements

In May 2011, the Financial Accounting Start$ Board ("FASB") issued amended guidance orvédire measurements to achieve
common fair value measurement and disclosure reqpgnts in
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

GAAP and International Financial Reporting Standaithe amended guidance specifies that the conokptghest and best use and valuation
premise in a fair value measurement are relevdgtwinen measuring the fair value of nonfinanciaets and are not relevant when measuring
the fair value of financial assets or of liabilgieThe amendments include requirements specificeasuring the fair value of those instruments,
such as equity interests used as consideratiotirsimess combination. An entity should measurdaineralue of its own equity instrument
from the perspective of a market participant th@ts the instrument as an asset. With respechéméial instruments that are managed as part
of a portfolio, an exception to fair value requiremts is provided. That exception permits a reporéintity to measure the fair value of such
financial assets and financial liabilities at thieeg that would be received to sell a net assetipador a particular risk or to transfer a net
liability position for a particular risk in an ondg transaction between market participants arntieasurement date. The amendments also ¢
that premiums and discounts should only be apgfietdirket participants would do so when pricing #sset or liability. Premiums and
discounts related to the size of an entity's hadang., a blockage factor) rather than as a chemiatic of the asset or liability (e.g., a control
premium) is not permitted in a fair value measuneine

The guidance also requires enhanced dis@esabout fair value measurements, including, ahimer things, (a) for fair value
measurements categorized within Level Ill of thie ¥alue hierarchy, (1) a quantitative disclosuféh@ unobservable inputs and assumptions
used in the measurement, (2) the valuation pracssd by the reporting entity, and (3) a narratiesctiption of the sensitivity of the fair value
measurement to changes in unobservable inputshandterrelationships between those unobservaplgsnif any, and (b) the categorization
by level of the fair value hierarchy for items tlaaé not measured at fair value in the statemefihaificial position but for which the fair value
is required to be disclosed (for example, a finahicistrument that is measured at amortized codtdarstatement of financial position but for
which fair value is disclosed). The guidance als®ads disclosure requirements for significant tienssbetween Level | and Level Il and now
requires disclosure of all transfers between Lelalwd Il in the fair value hierarchy.

The amended guidance is effective for inteand annual periods beginning after Decembe@%1. As the impact of the guidance is
primarily limited to enhanced disclosures, adopi®not expected to have a material impact on tK&'K financial statements.

In June 2011, the FASB issued amended goaan the presentation of comprehensive income.ahtendments provide an entity witt
option to present the total of comprehensive incdime components of net income and the componémther comprehensive income eithe
a single continuous statement of comprehensiveniecor in two separate but consecutive statemeantsoth choices, an entity is required to
present each component of net income along witl @t income, each component of other compreheriscome along with a total for other
comprehensive income, and a total amount for cohgrgive income. The guidance is effective for figears, and interim periods within
those years beginning after December 15, 2011 lamdd be applied on a retrospective basis. As theralments are limited to presentation
only, adoption is not expected to have a matemglact on KKR's financial statements.

3. NET GAINS (LOSSES) FROM INVESTMENT ACTIVITIES

Net Gains (Losses) from Investment Actastin the consolidated and combined statementpeyhitions consist primarily of the realized
and unrealized gains and losses on investmentsiding

161




Table of Contents

KKR & CO. L.P.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS (Continued)
(All Dollars are in Thousands, Except Unit, Per Uni Data, and Except Where Noted)
3. NET GAINS (LOSSES) FROM INVESTMENT ACTIVITIES (C ontinued)

foreign exchange gains and losses attributablerigh denominated investments and related aesj)itind other financial instruments,
including those for which the fair value option Heeen elected. Unrealized gains or losses resuit fhanges in the fair value of these
investments and other financial instruments duanmeriod. Upon disposition of an investment, prasig recognized unrealized gains or losses
are reversed and an offsetting realized gain @& isecognized in the current period.

The following table summarizes total NeiridgLosses) from Investment Activities for the geeanded December 31, 2011, 2010 and
2009:

For the Year Ended For the Year Ended For the Year Ended
December 31, 2011 December 31, 2010 December 31, 2009
Net Realized Net Unrealized Net Realized Net Unrealized Net Realized Net Unrealized
Gains (Losses) Gains (Losses) Gains (Losses) Gains (Losses) Gains (Losses) Gains (Losses)

Private

Equity

Investmer

(@) $ 3,272,44. $ (2,265,61) $ 2,351,700 $ 5,159,63. $ (173,54) $ 7,549,49
Fixed

Income

and Other

(@) (3,742 (121,203 81,04¢ 48,99¢ (167,719 560,21¢
Foreign

Exchange

Forward

Contracts

(b) 16,86¢ 55,23¢ (9,865 184,15¢ 6,14¢ (242,62))
Foreign

Currency

Options(b — (12,352 — (20,489 8,78¢ (29,76¢)
Securities

Sold Shor

(b) 25,60¢ 7,94: (16,65 (2,752 (7,95¢) (6,999
Other

Derivative

Liabilities 4,37: 49( (1,939 2,11¢ (8,040 15,057
Contingent

Carried

Interest

Repaymel

Guarantee

(c) — — — (21,139 (4,466 (13,699
Debt

Obligation

(d) — — 8,23¢ (5,525 19,76: (12,285
Foreign

Exchange

Gains

(Losses)

on Cash

and Cash

Equivalen

held at

Consolida

Entities 1,811 — (2,029 (1,427 12,62¢ —

Total Net
Gains
(Losses)




from
Investmer
Activities $ 3,317,336/ $ (2,335,50) $ 2,411,511 $ 5,343,581 $ (314,40) $ 7,819,41.

(@)  See Note 4 "Investments.”
(b)  See Note 7 "Other Assets and Accounts Payable u&ddExpenses and Other Liabilities."
(c) See Note 13 "Commitments and Contingencies.”

(d) See Note 8 "Debt Obligations
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4. INVESTMENTS

Investments consist of the following:

Fair Value Cost
December 31, 201 December 31, 201 December 31, 201 December 31, 201
Private Equity $ 34,637,900 $ 34,642,16 $ 33,545,29 $ 31,283,22
Fixed Income 2,228,211 1,633,28! 2,199,39! 1,486,78.
Other 629,24¢ 174,31" 650,80: 174,59!

$ 37,495,360 $ 36,449,77 $ 36,395,49 $ 32,944,60

As of December 31, 2011 and 2010, Investstaling $2,150,319 and $5,422,172, respectjwedre pledged as direct collateral against
various financing arrangements. See Note 8 "Dellig@tions."

The following table presents KKR's privatplity investments at fair value. The classificasiof the private equity investments are based
on their primary business and the domiciled locatibthe business.

Fair Value as a

Fair Value Percentage of Total
December 31 December 31 December 31 December 31
2011 2010 2011 2010
Private Equity Investments, at Fair
Value
North America
Retail $ 5,841,56! $ 5,419,90: 16.€% 15.€%
Healthcare 3,490,88! 4,163,43! 10.(% 12.(%
Financial Service 2,879,26! 2,625,311 8.2% 7.€%
Media 1,686,73: 1,210,65! 4.S% 3.5%
Energy 1,445,521 870,45( 4.2% 2.5%
Consumer Produc 1,110,84i 779,92: 3.2% 2.2%
Technology 1,109,44. 899,93 3.2% 2.€%
Education 858,04 710,76¢ 2.5% 2.1%
Manufacturing 482,39! — 1.4% 0.C%
Chemicals 263,78 426,52 0.8% 1.2%
Hotels/Leisure — 6,23 0.C% 0.1%
North America Total 19,168,48 17,113,14 55.5% 49.5%
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4. INVESTMENTS (Continued)

Fair Value as a

Fair Value Percentage of Total
December 31, December 31, December 31, December 31,
2011 2010 2011 2010
Europe
Healthcare 2,745,36. 2,761,07: 7.€% 8.C%
Technology 1,649,43! 2,281,13 4.8% 6.€%
Manufacturing 1,316,60. 2,493,88! 3.6% 7.2%
Telecom 994,16 863,19! 2.S% 2.5%
Retail 836,61° 1,221,76! 2.4% 3.5%
Media 819,37: 708,91¢ 2.4% 2.C%
Services 364,56! 266,06 1.1% 0.8%
Recycling 243,73! 218,27" 0.7% 0.€%
Consumer Produc 241,74’ 249,39! 0.7% 0.7%
Energy 209,21¢ — 0.€% 0.C%
Europe Total 9,420,811 11,063,71 27.2% 31.%
Asia Pacific
Technology 1,874,801 2,852,39 5.4% 8.2%
Consumer Produc 1,368,20: 1,192,05; 4.C% 3.4%
Financial Service 761,53° 620,94 2.2% 1.€%
Manufacturing 427,21! 297,27( 1.2% 0.€%
Recycling 364,91 165,39¢ 1.1% 0.5%
Services 282,18¢ 286,52: 0.8% 0.8%
Media 254,46t 619,77: 0.7% 1.8%
Telecom 235,60! 257,96 0.7% 0.7%
Retail 208,27¢ 82,33¢ 0.€% 0.2%
Transportatior 207,99( 49,39: 0.€% 0.1%
Energy 30,37¢ 41,26: 0.1% 0.1%
Real Estatt 33,03( — 0.1% 0.C%
Asia Pacific Total 6,048,60. 6,465,30! 17.5% 18.€%
Total Private Equity
Investments $ 34,637,90 $ 34,642,16 100.(% 100.(%

As of December 31, 2011 and 2010 privatgétgdnvestments which represented greater tharob#dtal private equity investments
included:

Fair Value
December 31, 2011 December 31, 2010
Dollar General Corporatio $ 3,399,22. $ 3,377,97.
Alliance Boots Gmbt 2,459,26: 2,468,28:
HCA, Inc. 1,854,24: 2,429,80:

$ 7,712,773, $ 8,276,06.
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4. INVESTMENTS (Continued)

The majority of the securities underlyingK's private equity investments represent equityisges. As of December 31, 2011 and 2010,
the aggregate amount of investments that were thherequity securities amounted to $1,897,362%1n8986,160, respectively.

5. FAIR VALUE MEASUREMENTS

The following tables summarize the valuatid KKR's investments and other financial instremsewhich includes those for which the
value option has been elected, measured and rdpadrfair value by the fair value hierarchy levééscribed in Note 2 "Summary of Signific
Accounting Policies" as of December 31, 2011 antd20

Assets, at fair value:

December 31, 2011

Quoted Prices in Significant Significant
Active Markets for Other Unoberservable
Identical Assets Observable Inputs Inputs
(Level I) (Level I (Level I11) Total
Private Equity $ 10,772,27 $ 1,897,36: $ 21,968,26 $ 34,637,90
Fixed Income 16,841 1,194,60. 1,016,75! 2,228,211
Other 284,99 248,07 96,17¢ 629,24
Total Investment 11,074,12 3,340,041 23,081,19 37,495,36
Foreign Exchange Forwa
Contracts — 114,22 — 114,22
Other Derivative: — 49C — 49C
Total Assets $ 11,074,12 $ 3,454,75. $ 23,081,19 $ 37,610,07.
December 31, 2010
Quoted Prices in Significant Significant
Active Markets for Other Unoberservable
Identical Assets Observable Inputs Inputs
(Level ) (Level I1) (Level 111) Total
Private Equity $ 9,386,25' $ 2,083,111 $ 23,172,79 $ 34,642,16
Fixed Income — 967,27¢ 666,01 1,633,28!
Other 75,59¢ 53,53 45,18¢ 174,31t
Total Investment 9,461,85! 3,103,91 23,883,99 36,449,717
Foreign Exchange Forward
Contracts — 58,98¢ — 58,98¢
Foreign Currency Optior — 1,53( — 1,53(
Total Assets $ 9,461,85! $ 3,164,43; $ 23,883,99 $ 36,510,28
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5. FAIR VALUE MEASUREMENTS (Continued)
Liabilities, at fair value:

December 31, 2011

Quoted Prices in Significant Significant
Active Markets for Other Unoberservable
Identical Assets Observable Inputs Inputs
(Level I) (Level I (Level 111) Total
Securities Sold Sho $ 202,90¢ $ — $ — $ 202,90¢
Foreign Currency Optior — 11,73¢ — 11,73¢
Total Liabilities $ 202,90¢ $ 11,73¢ $ — $ 214,64

December 31, 201!

Quoted Prices in Significant Significant
Active Markets for Other Unoberservable
Identical Assets Observable Inputs Inputs
(Level I) (Level Il) (Level 111) Total
Securities Sold Sho $ 89,82( $ 2,00¢ $ — $ 91,82¢
Total Liabilities $ 89,82( % 2,006 $ — $ 91,82¢

The following table summarizes Level llvastments and other financial instruments by vananethodology as of December 31, 2011

December 31, 2011

Private Fixed Total Level Il
Equity Income Other Holdings
Third-Party Fund Manage! 0.C% 0.4% 0.C% 0.4%
Public/Private Company Comparat
and Discounted Cash Flo\ 95.2% 3% 0.4% 99.€%
Total 95.2% 4.2% 0.4% 100.(%
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5. FAIR VALUE MEASUREMENTS (Continued)

The following tables summarize changesringte equity, fixed income, and other investmengasured and reported at fair value for
which Level Il inputs have been used to deternfiaevalue for the years ended December 31, 204128x 0.

For the Year Ended December 31, 201

Private Fixed Total Level Il
Equity Income Other Investments
Balance, Beginning of Peric $ 23,172,799 $ 666,01« $ 45,18¢ $ 23,883,99
Transfers Ir — 130,75 — 130,75:
Transfers Ou (4,357,761 (35,6300  (23,060) (4,416,450
Purchase 4,862,35I 472,29: 89,72( 5,424,36.
Sales (2,899,74) (73,12)) (6,799 (2,979,67)
Settlement: — (156,82() — (156,82()
Net Realized Gains (Losse 913,89: 19,00! (3,595 929,29°
Net Unrealized Gains (Losse 276,72 (5,72€) (5,275 265,72t
Balance, End of Peric $ 21,968,26 $ 1,016,75¢ $ 96,17¢ $ 23,081,19
Changes in Net Unrealized Ga
(Losses) Included in Net Gains
(Losses) from Investment Activities
(including foreign exchange gains a
losses attributable to foreign-
denominated investments) related t
Investments still held at Reporting
Date $ 203,79° $ 2,52t $ (5,506 $ 200,81t

The Transfers In noted in the table abavdiked income are principally attributable to taén investments that experienced an
insignificant level of market activity during thefiod and thus were valued in the absence of ohbeninputs.

The Transfers Out noted in the table alfov@rivate equity are attributable to Portfolior@panies that completed initial public offerings

during the period. The Transfers Out noted above fo
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5. FAIR VALUE MEASUREMENTS (Continued)

fixed income and other are principally attributatdecertain investments that experienced a sigifitevel of market activity during the period
and thus were valued using observable inputs.

For the Year Ended December 31, 201

Private Fixed Total Level Il
Equity Income Other Investments
Balance, Beginning of Peric $ 19,32496 $ 77,64( $ 14,43¢ $ 19,417,03
Transfers Ir — 182,79¢ 73C 183,52¢
Transfers Ou (2,900,88) (45,149 — (1,946,03)
Purchase 3,378,73. 466,39: 18,20¢ 3,863,32
Sales (2,207,181 (42,86 (5,629 (2,255,680
Net Realized Gains (Losse 1,014,89 2,60t 3,10¢ 1,020,611
Net Unrealized Gains (Losse 3,562,27! 24,59¢ 14,33: 3,601,20:
Balance, End of Peric $ 23,172,79 $ 666,01+ $ 45,18¢ $ 23,883,99
Changes in Net Unrealized Gains (Losse
Included in Net Gains (Losses) from
Investment Activities (including foreign
exchange gains and losses attributable
foreign-denominated investments) rela
to Investments still held at Reporting
Date $ 3,092,75. $ 25,057 $ 15,39¢ $ 3,133,20

The Transfers Out noted in the table alfov@rivate equity investments are attributableeetain Portfolio Companies that completed an
initial public offering during the period.

The Transfers In noted in the table abavdiked income investments are principally atttétle to certain corporate credit investments
that experienced an insignificant level of markahaty during the period and thus were valuedha aibsence of observable inputs.

Total realized and unrealized gains anddesecorded for Level Ill investments are repoitedet Gains (Losses) from Investment
Activities in the accompanying consolidated and bored statements of operations. There were nofgignt transfers between Level | and
Level Il during the years ended December 31, 20{12910.

6. EARNINGS PER COMMON UNIT

Basic earnings per common unit are caledléty dividing Net Income (Loss) Attributable to RK& Co. L.P. by the total weighted
average number of common units outstanding duhiegeriod.

Diluted earnings per common unit is caltedaby dividing Net Income (Loss) Attributable t&KR & Co. L.P. by the weighted average
number of common units outstanding during the gkimgreased to include the number of additional ma@m units that would have been
outstanding if the dilutive potential common uritsd been issued.
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For years ended December 31, 2011 and 20d@or the period October 1, 2009 through Decer3lteP009, basic and diluted earnings
per common unit were calculated as follows:

For the Year Ended For the Year Ended October 1, 2009 through
December 31, 2011 December 31, 2010 December 31, 2009
Basic Diluted Basic Diluted Basic Diluted
Net Income
(Loss)
Attributable to
KKR & Co. L.I'$ 1,921% 1,921$ 333,17¢$ 333,17¢$  (78,22)$  (78,22)
Net Income
Attributable to
KKR & Co. L.
Per Common
Unit $ 0.01% 0.01% 1.62$ 1.62% (0.39% (0.3¢)
Total Weighted-
Average

Common Unit
Outstanding 220,235,46 222,519,17 206,031,68 206,039,24 204,902,22 204,902,22

For years ended December 31, 2011 and @0d®or the period from October 1, 2009 throughddeloer 31, 2009, KKR Holdings units
have been excluded from the calculation of dilitacthings per common unit given that the exchangkeasfe units would proportionally
increase KKR & Co. L.P.'s interests in the KKR GQudRartnerships and would have an anti-dilutiveaff® earnings per common unit as a
result of certain tax benefits KKR & Co. L.P. isamed to receive upon the exchange.

7. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES

Other assets consist of the following:

December 31, December 31,
2011 2010

Interest and Note Receivable $ 319,40: $ 83,577
Unsettled Investment Salesi 230,97( 10,69¢
Foreign Exchange Forward Contracts 114,22: 58,98¢
Fixed Assets, net(c 59,61¢ 49,26(
Deferred Tax Assel 34,12¢ 6,831
Receivable: 30,06( 17,78:
Intangible Asset, net(¢ 24,31( 28,09¢
Deferred Financing Cos 17,69: 8,27:
Prepaid Expense 10,70¢ 8,47:
Deferred Transaction Cos 8,98 7,19¢
Refundable Security Depos 8,24: 5,88¢
Foreign Currency Options( — 1,53(C
Other 10,36¢ 23,15¢

$ 868,70! $ 309,75

(@) Represents interest receivable and a promissogyraceived from a third party. The promissory rimars intere:
at a fixed rate of 3.0% per annum on the unpaidgpal balance. The note matures on February 28.20

(b) Represents amounts due from third parties for imvests sold for which cash settlement has not eed.
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7. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES (Continued)

©

(@)

(e)

(f)

Represents derivative financial instruments useddoage foreign exchange risk arising from ceffiaiaign
denominated investments. Such instruments are mezhatifair value with changes in fair value reeatih Net
Gains (Losses) from Investment Activities in the@opanying consolidated and combined statements of
operations. See Note 3 "Net Gains (Losses) froredtnaent Activities" for the net changes in fairuehssociated
with these instruments.

Net of accumulated depreciation and amortizatiofi&tf,501 and $72,389 as of December 31, 2011 and
December 31, 2010, respectively. Depreciation andrtization expense totaled $10,073, $11,664 ando®Sfor
the years ended December 31, 2011, 2010 and 28§8eatively.

Net of accumulated amortization of $13,576 and B &s of December 31, 2011 and 2010, respectively.
Amortization expense totaled $3,788 for the yeaded December 31, 2011, 2010 and 2009.

Represents derivative financial instruments useddoage foreign exchange risk arising from ceffiaieign
denominated investments. Such instruments are mezhatifair value with changes in fair value reeatih Net
Gains (Losses) from Investment Activities in the@opanying consolidated and combined statements of
operations. See Note 3 "Net Gains (Losses) froredtnaent Activities" for the net changes in fairuehssociated
with these instruments. The cost basis for thesuments at December 31, 2010 was $19,705. Thedhie of
these instruments as of December 31, 2011 is aalined loss of $11,736 and is reported in Accoiatgable,
Accrued Expenses and Other Liabiliti

Accounts Payable, Accrued Expenses andrQtbbilities consist of the following:

December 31, December 31,
2011 2010

Amounts Payable to Carry Pool; $ 448,81 $ 520,21
Securities Sold Short(} 202,90¢ 91,82¢
Accounts Payable and Accrued Exper 138,55¢ 51,66¢
Interest Payabl 119,33 93,42:
Fund Subscriptions Received in Adval 68,05( —
Unsettled Investment Purchases 49,66¢ 74,77¢
Taxes Payabl 27,25¢ 1,78
Accrued Compensation and Bene 12,74« 17,48(
Foreign Currency Options( 11,73¢ —
Deferred Incom 6,141 3,322
Deferred Tax Liabilitie: — 31,61(

$ 1,08521 $ 886,10t

(@)

Represents the amount of carried interest payalié&KR's principals, other professionals and seltcther
individuals with respect to KKR's active funds ¢
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7. OTHER ASSETS AND ACCOUNTS PAYABLE, ACCRUED EXPENSES AND OTHER LIABILITIES (Continued)

(b)

(©)
(d)

8. DEBT OBLIGATIONS

co-investment vehicles that provide for carrieeiast. See Note 10 "Equity Based Payments."

Represents the obligations of KKR to deliver a #ptsecurity at a future point in time. Such séties are
measured at fair value with changes in fair vakmrded in Net Gains (Losses) from Investment Atgtiv in the
accompanying consolidated and combined stateméntsenations. See Note 3 "Net Gains (Losses) from
Investment Activities” for the net changes in featue associated with these instruments. The @u8s lior these
instruments at December 31, 2011 and 2010 were,$28@&nd $81,949, respectively.

Represents amounts owed to third parties for imvest purchases for which cash settlement has rooiriez.

Represents derivative financial instruments useddoage foreign exchange risk arising from ceffiaieign
denominated investments. The instruments are megsdifair value with changes in fair value recdrideNet
Gains (Losses) from Investment Activities in the@opanying consolidated and combined statements of
operations. See Note 3 "Net Gains (Losses) froradtiaent Activities" for the net changes in fairueahssociated
with these instruments. The cost basis for thesteuments at December 31, 2011 was $18,791. Thedhie of
these instruments as of December 31, 2010 wasraalized gain of $1,530 and was reported in Othesefs

Debt obligations consist of the following:

December 31, December 31,

2011 2010
Investment Financing Arrangemel $ 1,066,531 $§ 988,98!
Senior Note: 498,18 497,97.

$ 1,564,711 $ 1,486,96!

Investment Financing Arrangements

Certain of KKR's investment vehicles ham&eeed into financing arrangements with major ficiahinstitutions, generally in connection
with specific investments with the objective of anhbing returns. These financing arrangements arerghy not direct obligations of the
general partners of KKR's investment vehicles onitinagement companies.

Approximately $796.4 million of financingas structured through the use of total return swdpsh effectively convert third party capi
contributions into borrowings of KKR. These totaturn swaps mature between October 2012 and Fgl2046. Upon the occurrence of
certain events, including an event based on theevall the collateral and events of default, KKR rbayrequired to provide additional collate
plus accrued interest, under the terms of certbihese financing arrangements. On May 4, 2011tdtmas of one of the total return swaps v

amended to extend the
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maturity, so that the total return swaps now expir®ctober 2012 and the per annum rate of intevastincreased from LIBOR plus 1.35% to
LIBOR plus 2.50%. As of December 31, 2011, thegretum rates of interest payable for the financhagge from three-month LIBOR plus
1.75% to three-month LIBOR plus 2.50% (rates ragdinm 2.18% to 3.08%). These financing arrangemarg non-recourse to KKR beyond
the specific assets pledged as collateral.

Approximately $182.2 million of financingas structured through the use of a syndicated &mahma revolving credit facility (the "Term
Facility") that matures in August 2014. The perwamrrate of interest for each borrowing under thenTEacility was equal to the Bloomberg
United States Dollar Interest Rate Swap Ask Rate al75% at the time of each borrowing under thenTieacility through March 11, 2010. ¢
March 11, 2010, the Term Facility was amended aeder annum rate of interest is the greater obthear interest rate swap rate plus 1.75%
or 4.65% for periods from March 12, 2010 to Jun204,2. For the period June 8, 2012 through mattiigyinterest rate is equal to one year
LIBOR plus 1.75%. The interest rate at Decembe281,1 on the borrowings outstanding was 4.65%. filnéscing arrangement is non-
recourse to KKR beyond the specific assets pledgexbllateral.

In April 2011, one of KKR's private equitwestment vehicles entered into a revolving créaditlity with a major financial institution (the
"Revolver Facility") with respect to a specific yate equity investment. The Revolver Facility pd®s for up to $50.1 million of financing and
matures on the first anniversary of the agreemdpbn the occurrence of certain events, includingant based on the value of the collateral
and events of default, KKR may be required to ptevadditional collateral. KKR has the option toesd the agreement for an additional two
years provided the value of the investment meetaioedefined financial ratios. In addition, KKR gneequest to increase the commitmer
the Revolver Facility up to $75.1 million, subjeéctlender approval and provided the value of thvestment meets certain defined financial
ratios. The per annum rate of interest for eacihdwang under the Revolver Facility is equal to theng Kong interbank market rate plus
3.75%. The interest rate at December 31, 2011 ebdhrowings outstanding ranged from 4.09% to 4.18%wf December 31, 2011,
$40.8 million of borrowings were outstanding unttex Revolver Facility. This financing arrangemenhon-recourse to KKR beyond the
specific assets pledged as collateral.

During May 2011, a KKR investment vehicigezed into a $200.0 million non-recourse multireacy three-year revolving credit
agreement that bears interest at LIBOR plus 2. #&#&"(Miezzanine Investment Credit Agreement"). Thezkanine Investment Credit
Agreement is expected to be used to manage tinffegehces between capital calls from limited partin the investment vehicle and func
of investment opportunities and to borrow in fore@irrencies for purposes of hedging the foreigmeticy risk of nond.S. dollar investment
As of December 31, 2011, $47.1 million of borrowsngere outstanding under the Mezzanine InvestmediCAgreement. As of
December 31, 2011, the interest rate on borrowangstanding under the Mezzanine Investment Creglie@ment was 3.28%. This financing
arrangement is non-recourse to KKR beyond the fipessets and capital commitments pledged asteddla

In November 2011, a KKR investment vehirered into a $200.0 million five-year borrowinask revolving credit facility (the
"Lending Partners Credit Agreement"). KKR has th&an to extend the credit facility for up to twdditional years. In addition, KKR may
request to increase the commitment to the credilittaup to $400.0 million when the ratio of thean commitments to
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committed equity capital is 1.50:1. The per annate of interest for each borrowing under the Legdiartners Credit Agreement ranges from
LIBOR plus 1.75% for broadly syndicated loans amBQR plus 2.75% for all other loans until Novemié&r, 2016 and thereafter, LIBOR plus
4.00% per annum for all loans. As of December 81,12 there were no borrowings outstanding undetémeling Partners Credit Agreement.
This financing arrangement is non-recourse to Kkigdnd the specific assets pledged as collateral.

Senior Notes

On September 29, 2010, KKR Group FinancelC€ (the "Issuer"), a subsidiary of KKR Managereioldings Corp., issued
$500 million aggregate principal amount of 6.375éhi8r Notes (the "Senior Notes"), which were issaed price of 99.584%. The Senior
Notes are unsecured and unsubordinated obligabitie Issuer and will mature on September 29, 208[ss earlier redeemed
repurchased. The Senior Notes are fully and untiondily guaranteed, jointly and severally, by KI&RCo. L.P. and the KKR Group
Partnerships. The guarantees are unsecured anbardswated obligations of the guarantors.

The Senior Notes bear interest at a ra&3%#5% per annum, accruing from September 29, 201€rest is payable semi-annually in
arrears on March 29 and September 29 of each g@amencing on March 29, 2011. Interest expens@@isénior Notes was $31.9 million
and $8.1 million for the years ended December 8112and 2010, respectively. As of December 31, 20l fair value of the Senior Notes
was $537.0 million.

The indenture, as supplemented by a figpemental indenture, relating to the Senior Natekides covenants, including limitations on
the Issuer's and the guarantors' ability to, sultigeexceptions, incur indebtedness secured by li