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If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, check the following box. o

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act of
1933, check the following box and list the Securities Act of 1933 registration statement number of the earlier effective
registration statement for the same offering. o

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act of 1933, check the
following box and list the Securities Act of 1933 registration statement number of the earlier effective registration
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If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act of 1933, check the
following box and list the Securities Act of 1933 registration statement number of the earlier effective registration
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The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Commission, acting
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an
offer to sell these securities and it is not soliciting an offer to buy these securities in any jurisdiction where the offer
or sale is not permitted.

SUBJECT TO COMPLETION, DATED MARCH 14, 2012
PRELIMINARY PROSPECTUS
Common Units
Representing Limited Partner Interests

This is the initial public offering of common units representing limited partner interests in The Carlyle Group L.P. No
public market currently exists for our common units. We are offering all of the common units representing
limited partner interests in this offering. We anticipate that the initial public offering price will be between $  and

$  per common unit. We have applied to list the common units on the NASDAQ Global Select Market under the
symbol CG.

Investing in our common units involves risks. See Risk Factors beginning on page 27. These risks include the
following:

We are managed by our general partner, which is owned by our senior Carlyle professionals. Our common unitholders
will have only limited voting rights and will have no right to remove our general partner or, except in limited
circumstances, elect the directors of our general partner. Moreover, immediately following this offering, our senior
Carlyle professionals generally will have sufficient voting power to determine the outcome of those few matters that
may be submitted for a vote of our limited partners. In addition, our partnership agreement limits the liability of, and
reduces or eliminates the duties (including fiduciary duties) owed by, our general partner to our common unitholders
and restricts the remedies available to our common unitholders for actions that might otherwise constitute breaches of
our general partner s duties. As a limited partnership, we will qualify for and intend to rely on exceptions from certain
corporate governance and other requirements under the rules of the NASDAQ Global Select Market. For example, we
will not be required to comply with the requirements that a majority of the board of directors of our general partner
consist of independent directors and that we have independent director oversight of executive officer compensation
and director nominations.

Our business is subject to many risks, including those associated with:
adverse economic and market conditions, which can affect our business and liquidity position in many ways,
including by reducing the value or performance of the investments made by our investment funds and reducing
the ability of our investment funds to raise or deploy capital;
changes in the debt financing markets, which could negatively impact the ability of our funds and their portfolio
companies to obtain attractive financing or refinancing for their investments and operations, and could increase

the cost of such financing if it is obtained, leading to lower-yielding investments;

the potential volatility of our revenue, income and cash flow;
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our dependence on our founders and other key personnel and our ability to attract, retain and motivate high
quality employees who will bring value to our operations;

business and regulatory impediments to our efforts to expand into new investment strategies, markets and
businesses;

the fact that most of our investment funds invest in illiquid, long-term investments that are not marketable
securities, and such investments may lose significant value during an economic downturn;

the potential for poor performance of our investment funds; and

the possibility that we will not be able to continue to raise capital from third-party investors on advantageous
terms.

As discussed in  Material U.S. Federal Tax Considerations, The Carlyle Group L.P. will be treated as a partnership for
U.S. federal income tax purposes, and our common unitholders therefore will be required to take into account their
allocable share of items of income, gain, loss and deduction of The Carlyle Group L.P. in computing their U.S. federal
income tax liability. Although we currently intend to make annual distributions in an amount sufficient to cover the
anticipated U.S. federal, state and local income tax liabilities of holders of common units in respect of their allocable
share of our net taxable income, it is possible that such tax liabilities will exceed the cash distributions that holders of
common units receive from us. Although not enacted, the U.S. Congress has considered legislation that would have
precluded us from qualifying as a partnership for U.S. federal income tax purposes or required us to hold carried
interest through taxable subsidiary corporations for taxable years after a ten-year transition period and would have
taxed individual holders of common units with respect to certain income and gains at increased rates. Similar
legislation could be enacted in the future.

Proceeds,
Before
Expenses, to
The
Price to Underwriting Carlyle
Public Discount Group L.P.
Per Common Unit $ $ $
Total $ $ $
To the extent that the underwriters sell more than common units, the underwriters have the option to purchase
up to an additional common units from us at the initial public offering price less the underwriting discount.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved these
securities or passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal
offense.

The underwriters expect to deliver the common units to purchasers on or about ,2012.

J.P. Morgan Citigroup Credit Suisse
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Barclays Capital Deutsche Bank Securities
Morgan Stanley UBS Investment Bank

ICBC International Sandler O Neill + Partners, L.P.

CIBC Itati BBA

Ramirez & Co., Inc. Scotiabank
Societe Generale The Williams Capital Group, L.P.
Mizuho Securities SMBC Nikko
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You should rely only on the information contained in this prospectus or in any free writing prospectus we may
authorize to be delivered to you. Neither we nor the underwriters have authorized anyone to provide you with
additional or different information. We and the underwriters are offering to sell, and seeking offers to buy, our
common units only in jurisdictions where offers and sales are permitted. The information in this prospectus is accurate
only as of the date of this prospectus, regardless of the time of delivery of this prospectus or any sale of our common
units.

Through and including , 2012 (25 days after the date of this prospectus), all dealers that effect transactions in our
common units, whether or not participating in this offering, may be required to deliver a prospectus. This delivery
requirement is in addition to the obligation of dealers to deliver a prospectus when acting as underwriters and with
respect to their unsold allotments or subscriptions.

(ii)
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Our business is currently owned by four holding entities: TC Group, L.L.C., TC Group Cayman, L.P., TC Group
Investment Holdings, L.P. and TC Group Cayman Investment Holdings, L.P. We refer to these four holding entities
collectively as the Parent Entities. The Parent Entities are under the common ownership and control of our senior
Carlyle professionals and two strategic investors that own minority interests in our business entities affiliated with
Mubadala Development Company, an Abu-Dhabi based strategic development and investment company ( Mubadala ),
and California Public Employees Retirement System ( CalPERS ). Unless the context suggests otherwise, references in
this prospectus to Carlyle, the Company, we, wus and our refer (1) prior to the consummation of our reorganizatic
a holding partnership structure as described under Organizational Structure, to Carlyle Group, which is comprised of
the Parent Entities and their consolidated subsidiaries and (2) after our reorganization into a holding partnership

structure, to The Carlyle Group L.P. and its consolidated subsidiaries. In addition, certain individuals engaged in our
businesses own interests in the general partners of our existing carry funds. Certain of these individuals will contribute

a portion of these interests to us as part of the reorganization. We refer to these individuals, together with the owners

of the Parent Entities prior to this offering, collectively as our existing owners. Completion of our reorganization will
occur prior to this offering. See Organizational Structure.

When we refer to the partners of The Carlyle Group L.P., we are referring specifically to the common unitholders and
our general partner and any others who may from time to time be partners of that specific Delaware limited

partnership. When we refer to our senior Carlyle professionals, we are referring to the partners of our firm who are,
together with CalPERS and Mubadala, the owners of our Parent Entities prior to the reorganization. References in this
prospectus to the ownership of the senior Carlyle professionals include the ownership of personal planning vehicles of
these individuals.

Carlyle funds, our funds and our investment funds refer to the investment funds and vehicles advised by Carlyle. Our
carry funds refers to those investment funds that we advise, including the buyout funds, growth capital funds, real
asset funds and distressed debt and mezzanine funds (but excluding our structured credit funds, hedge funds and fund
of funds vehicles), where we receive a special residual allocation of income, which we refer to as a carried interest, in
the event that specified investment returns are achieved by the fund. Our fund of funds vehicles refer to those funds,
accounts and vehicles advised by AlpInvest Partners B.V., formerly known as AlpInvest Partners N.V. (" Alplnvest ).

Fee-earning assets under management or Fee-earning AUM refers to the assets we manage from which we derive
recurring fund management fees. Our fee-earning AUM generally equals the sum of:

(a) for carry funds and certain co-investment vehicles where the investment period has not expired, the amount of
limited partner capital commitments and for fund of funds vehicles, the amount of external investor capital
commitments during the commitment period;

(b) for substantially all carry funds and certain co-investment vehicles where the investment period has expired, the
remaining amount of limited partner invested capital;

(c) the gross amount of aggregate collateral balance at par, adjusted for defaulted or discounted collateral, of our
collateralized loan obligations ( CLOs ) and the reference portfolio notional amount of our synthetic collateralized loan

obligations ( synthetic CLOs );

(d) the external investor portion of the net asset value (pre-redemptions and subscriptions) of our long/short credit,
emerging markets, multi-product macroeconomic and other hedge funds and certain structured credit funds; and

(e) for fund of funds vehicles and certain carry funds where the investment period has expired, the lower of cost or fair
value of invested capital.

Table of Contents 14
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Assets under management or AUM refers to the assets we manage. Our AUM equals the sum of the following:

(a) the fair value of the capital invested in our carry funds, co-investment vehicles and fund of funds vehicles plus the
capital that we are entitled to call from investors in those funds and vehicles (including our commitments to those
funds and vehicles and those of senior Carlyle professionals and employees) pursuant to the terms of their capital
commitments to those funds and vehicles;

(b) the amount of aggregate collateral balance at par of our CLOs and the reference portfolio notional amount of our
synthetic CLOs; and

(c) the net asset value (pre-redemptions and subscriptions) of our long/short credit, emerging markets, multi-product
macroeconomic and other hedge funds and certain structured credit funds.

We include in our calculation of AUM and fee-earning AUM certain energy and renewable resources funds that we
jointly advise with Riverstone Investment Group L.L.C. ( Riverstone ).

Our calculations of AUM and fee-earning AUM may differ from the calculations of other alternative asset managers.

As a result, these measures may not be comparable to similar measures presented by other alternative asset managers.

In addition, our calculation of AUM (but not fee-earning AUM) includes uncalled commitments to, and the fair value

of invested capital in, our investment funds from Carlyle and our personnel, regardless of whether such commitments

or invested capital are subject to fees. Our definitions of AUM or fee-earning AUM are not based on any definition of

AUM or fee-earning AUM that is set forth in the agreements governing the investment funds that we advise. See
Business  Structure and Operation of Our Investment Funds Incentive Arrangements/Fee Structure.

For our carry funds, co-investment vehicles and fund of funds vehicles, total AUM includes the fair value of the
capital invested, whereas fee-earning AUM includes the amount of capital commitments or the remaining amount of
invested capital at cost, depending on whether the investment period for the fund has expired. As such, fee-earning
AUM may be greater than total AUM when the aggregate fair value of the remaining investments is less than the cost
of those investments.

Unless indicated otherwise, non-financial operational and statistical data in this prospectus is as of December 31,

2011. Compound annual growth in AUM is presented since December 31, 2003, the first period for which comparable
information is available. The data presented herein that provides inception to date performance results of our segments
relates to the period following the formation of the first fund within each segment. For our Corporate Private Equity
segment, our first fund was formed in 1990. For our Real Assets segment, our first fund was formed in 1997.

Until an investment fund (i) has distributed substantially all expected investment proceeds to its fund investors, (ii) is
not expected to generate further investment proceeds (e.g., earn-outs), (iii) is no longer paying management fees or
accruing performance fees, and (iv) in the case of our structured credit funds, has made a final redemption

distribution, we consider such investment fund to be active. The fund performance data presented herein includes the
performance of all of our carry funds, including those that are no longer active. All other fund data presented in this
prospectus, and all other references to our investment funds, are to our active investment funds.

References herein to active investments are to investments that have not yet been fully realized, meaning that the
investment fund continues to own an interest in, and has not yet completely exited, the investment.

(iv)
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In addition, for purposes of the non-financial operating and statistical data included in this prospectus, including the
aggregation of our non-U.S. dollar denominated investment funds, foreign currencies have been converted to

U.S. dollars at the spot rate as of the last trading day of the reporting period when presenting period end balances, and
the average rate for the period has been utilized when presenting activity during such period. With respect to capital
commitments raised in foreign currencies, the conversion to U.S. dollars is based on the exchange rate as of the date
of closing of such capital commitment.

Unless indicated otherwise, the information included in this prospectus assumes:
no exercise by the underwriters of the option to purchase up to an additional common units from us; and

the common units to be sold in this offering are sold at §  per common unit, which is the midpoint of the
price range indicated on the front cover of this prospectus.

(v)
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SUMMARY

This summary highlights information contained elsewhere in this prospectus and does not contain all the information
you should consider before investing in our common units. You should read this entire prospectus carefully, including
the section entitled Risk Factors and the financial statements and the related notes, before you decide to invest in our
common units.

The Carlyle Group

We are one of the world s largest and most diversified multi-product global alternative asset management firms. We
advise an array of specialized investment funds and other investment vehicles that invest across a range of industries,
geographies, asset classes and investment strategies and seek to deliver attractive returns for our fund investors. Since
our firm was founded in Washington, D.C. in 1987, we have grown to become a leading global alternative asset
manager with more than $147 billion in AUM across 89 funds and 52 fund of funds vehicles. We have approximately
1,300 employees, including more than 600 investment professionals, in 33 offices across six continents, and we serve
over 1,400 active carry fund investors from 72 countries. Across our Corporate Private Equity and Real Assets
segments, we have investments in over 200 portfolio companies that employ more than 650,000 people.

The growth and development of our firm has been guided by several fundamental tenets:

Excellence in Investing. Our primary goal is to invest wisely and create value for our fund investors. We strive
to generate superior investment returns by combining deep industry expertise, a global network of local
investment teams who can leverage extensive firm-wide resources and a consistent and disciplined investment
process.

Commitment to our Fund Investors. Our fund investors come first. This commitment is a core component of
our firm culture and informs every aspect of our business. We believe this philosophy is in the long-term best
interests of Carlyle and its owners, including our prospective common unitholders.

Investment in the Firm. We have invested, and intend to continue to invest, significant resources in hiring and
retaining a deep talent pool of investment professionals and in building the infrastructure of the firm, including
our expansive local office network and our
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comprehensive investor support team, which provides finance, legal and compliance and tax services in
addition to other corporate services.

Expansion of our Platform. We innovate continuously to expand our investment capabilities through the
creation or acquisition of new asset-, sector- and regionally-focused strategies in order to provide our fund
investors a variety of investment options.

Unified Culture. We seek to leverage the local market insights and operational capabilities that we have
developed across our global platform through a unified culture we call One Carlyle. Our culture emphasizes
collaboration and sharing of knowledge and expertise across the firm to create value.

We believe that this offering will enable us to continue to develop and grow our firm; strengthen our infrastructure;
create attractive investment products, strategies and funds for the benefit of our fund investors; and attract and retain
top quality professionals. We manage our business for the long-term, through economic cycles, leveraging investment
and exit opportunities in different parts of the world and across asset classes. We believe it is an opportune time to
capitalize on the additional resources and growth prospects that we expect a public offering will provide.

Our Business

We operate our business across four segments: (1) Corporate Private Equity, (2) Real Assets, (3) Global Market
Strategies and (4) Fund of Funds Solutions. We established our Fund of Funds Solutions segment on July 1, 2011 at
the time we completed our acquisition of a 60% equity interest in, and began to consolidate, AlpInvest.

We earn management fees pursuant to contractual arrangements with the investment funds that we manage and fees

for transaction advisory and oversight services provided to portfolio companies of these funds. We also typically

receive a performance fee from an investment fund, which may be either an incentive fee or a special residual

allocation of income, which we refer to as a carried interest, in the event that specified investment returns are achieved
by the fund. Our ability to generate carried interest is an important element of our business and carried interest has
historically accounted for a significant portion of our revenue. In order to better align the interests of our senior

Carlyle professionals and the other individuals who manage our carry funds with our own interests and with those of

the investors in these funds, such individuals are allocated directly a portion of the carried interest in our carry funds.

See  Organizational Structure Reorganization for additional information regarding the allocation of carried interest
between us and our senior Carlyle professionals before and after the consummation of this offering. See Management s
Discussion and Analysis of Financial Condition and Results of Operations Key Financial Measures for a discussion
of the composition of our revenues and expenses, including additional information regarding how our management

fees and performance fees are structured and calculated.

The following tables set forth information regarding our segment revenues, economic net income ( ENI ) and
distributable earnings by segment for the years ended December 31, 2011 and 2010 and regarding our total revenues,
income before provision for income taxes and cash distributions in conformity with U.S. generally accepted
accounting principles ( GAAP ) for such periods. Please see Management s Discussion and Analysis of Financial
Condition and Results of
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Analysis for discussion and analysis of our segment results.

Total Revenues (GAAP)

Corporate
Private

Equity

Income before provision for income

taxes (GAAP)

Cash distributions (GAAP)(1)

Segment Revenues(2)
Economic Net Income(2)(3)

Distributable Earnings(2)(4)

Total Revenues (GAAP)

$ 1,483.6
$ 5141

$ 566.0

Corporate
Private

Equity

Income before provision for income

taxes (GAAP)

Cash distributions (GAAP)(1)

Segment Revenues(2)
Economic Net Income(2)(3)

Distributable Earnings(2)(4)

Table of Contents

$ 1,897.2
$ 8193

$ 3072

Key Financial Measures for a discussion of the composition of our revenues and expenses and

For the Year Ended December 31, 2011

Real
Assets

$ 3147
$ 1439

$ 84.8

Global Fund of
Market Funds
Strategies Solutions(5)

(In millions)
$ 3249 % 26.1
$ 161.5 $ 13.6
$ 1934 % 20.2

For the Year Ended December 31, 2010

Real
Assets

$ 2350
$ 90.7

$ 12.7

Global
Market

Strategies
(In millions)

$ 253.6
$ 104.0
$ 22.6

Fund of
Funds

Solutions

n/a

n/a

n/a

Segment

Total

2,845.3

1,182.8
1,498.4
2,149.3

833.1

864.4

Total

2,798.9

1,479.7

787.8
2,385.8
1,014.0

342.5
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Cash distributions, net of compensatory payments, distributions related to co-investments and distributions
related to the Mubadala investment in 2010 were $681.9 million and $105.8 million for the years ended
December 31, 2011 and 2010, respectively. See Cash Distribution Policy.

Under GAAP, we are required to consolidate certain of the investment funds that we advise. However, for
segment reporting purposes, we present revenues and expenses on a basis that deconsolidates these funds.

ENI, a non-GAAP measure, represents segment net income excluding the impact of income taxes,
acquisition-related items including amortization of acquired intangibles and earn-outs, charges associated with
equity-based compensation issued in this offering or future acquisitions, corporate actions and infrequently
occurring or unusual events (e.g., acquisition related costs, gains and losses on fair value adjustments on
contingent consideration, gains and losses from the retirement of our debt, charges associated with lease
terminations and employee severance and settlements of legal claims). For a further discussion about ENI and a
reconciliation to Income Before Provision for Income Taxes, see Management s Discussion and Analysis of
Financial Condition and Results of Operations Key Financial Measures Non-GAAP Financial Measures
Economic Net Income and Non-GAAP Financial Measures, and Note 14 to our combined and consolidated
financial statements appearing elsewhere in this prospectus.

Distributable Earnings, a non-GAAP measure, is a component of ENI representing total ENI less unrealized
performance fees and unrealized investment income plus unrealized performance fee compensation expense. For

a further discussion about Distributable Earnings and a reconciliation to Income Before Provision for Income

Taxes, see Management s Discussion and Analysis of Financial Condition and Results of Operations Key
Financial Measures Non-GAAP Financial Measures Distributable Earnings, Non-GAAP Financial Measures
and Note 14 to our combined and consolidated financial statements appearing elsewhere in this prospectus. For a
discussion of cash distributions and the difference between Distributable Earnings and such cash distribution

during the historical periods presented, see Cash Distribution Policy.

We established our Fund of Funds Solutions segment on July 1, 2011. These results are for the period from
July 1, 2011 to December 31, 2011.

Corporate Private Equity. Our Corporate Private Equity segment, established in 1990 with our first U.S. buyout
fund, advises our buyout and growth capital funds, which pursue a wide variety of corporate investments of different
sizes and growth potentials. Our 26 active Corporate Private Equity funds are each carry funds. They are organized
and operated by geography or industry and
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are advised by separate teams of local professionals who live and work in the markets where they invest. We believe
this diversity of funds allows us to deploy more targeted and specialized investment expertise and strategies and offers
our fund investors the ability to tailor their investment choices.

Our Corporate Private Equity teams have two primary areas of focus:

Buyout Funds. Our buyout teams advise a diverse group of 17 active funds that invest in transactions that focus
either on a particular geography (United States, Europe, Asia, Japan, South America or the Middle East and
North Africa ( MENA )) or a particular industry (e.g., financial services). As of December 31, 2011, our buyout
funds had, in the aggregate, approximately $47 billion in AUM.

Growth Capital Funds. Our nine active growth capital funds are advised by three regionally-focused teams in
the United States, Europe and Asia, with each team generally focused on middle-market and growth companies
consistent with specific regional investment considerations. As of December 31, 2011, our growth capital funds
had, in the aggregate, approximately $4 billion in AUM.

The following table presents certain data about our Corporate Private Equity segment as of December 31, 2011 (dollar
amounts in billions; compound annual growth is presented since December 31, 2003; amounts invested include
co-investments).

% of Fee- Amount Investments
Invested
Total AUM Earning Active Active Available Investment Since Since
AUM AUM CAGR AUM Investments Funds Capital Professionals Inception Inception
$ 51 35% 22%  $ 38 167 26 $13 254 $ 49 422

Real Assets. Our Real Assets segment, established in 1997 with our first U.S. real estate fund, advises our 17 active
carry funds focused on real estate, infrastructure and energy and renewable resources.

Our Real Assets teams have three primary areas of focus:

Real Estate. Our 10 active real estate funds pursue real estate investment opportunities in Asia, Europe and the
United States and generally focus on acquiring single-property opportunities rather than large-cap companies
with real estate portfolios. As of December 31, 2011, our real estate funds had, in the aggregate, approximately
$12 billion in AUM.

Infrastructure. Our infrastructure investment team focuses on investments in infrastructure companies and
assets. As of December 31, 2011, we advised one infrastructure fund with approximately $1 billion in AUM.

Energy & Renewable Resources. Our energy and renewable resources activities focus on buyouts, growth
capital investments and strategic joint ventures in the midstream, upstream, power and oilfield services sectors,
as well as the renewable and alternative sectors of the energy industry. We currently conduct these activities
with Riverstone, jointly advising six funds with approximately $17 billion in AUM as of December 31, 2011.
We and Riverstone have mutually decided not to pursue additional jointly managed funds (although we will
continue to advise jointly with Riverstone the six existing energy and renewable resources funds). We are
actively exploring new approaches through which to expand our energy capabilities and intend to augment our
significant in-house expertise in this sector.
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The following table presents certain data about our Real Assets segment as of December 31, 2011 (dollar amounts in
billions; compound annual growth is presented since December 31, 2003; amounts invested include co-investments;
investment professionals excludes Riverstone employees).

% of Fee- Amount Investments
Invested
Total AUM Earning Active Active Available Investment Since Since
AUM AUM CAGR AUM Investments Funds Capital Professionals Inception Inception
$ 31 21% 37%  $ 22 330 17 $8 136 $ 26 552

Global Market Strategies. Our Global Market Strategies segment, established in 1999 with our first high yield fund,
advises a group of 46 active funds that pursue investment opportunities across various types of credit, equities and
alternative instruments, and (with regards to certain macroeconomic strategies) currencies, commodities and interest
rate products and their derivatives. These funds include:

Carry Funds. We advise six carry funds, with an aggregate of $3 billion in AUM, in three different strategies:
distressed and corporate opportunities (including liquid trading portfolios and control investments); corporate
mezzanine (targeting middle market companies); and energy mezzanine opportunities (targeting debt investments in
energy and power projects and companies).

Hedge Funds. Through our 55% stake in Claren Road Asset Management, LLC ( Claren Road ) we advise two
long/short credit hedge funds focusing on the global high grade and high yield markets totaling, in the aggregate,
approximately $6 billion in AUM. Additionally, through our 55% stake in Emerging Sovereign Group LLC ( ESG ),
we advise six emerging markets equities and macroeconomic hedge funds with an aggregate AUM of $2 billion.

Structured Credit Funds. Our 32 structured credit funds, with an aggregate AUM of $13 billion, invest primarily in
performing senior secured bank loans through structured vehicles and other investment products.

The following table presents certain data about our Global Market Strategies segment as of December 31, 2011 (dollar
amounts in billions; compound annual growth is presented since December 31, 2003).

% of Total Fee-Earning Active Investment
AUM AUM AUM CAGR AUM Funds Professionals(1)
$ 24 16% 33% $ 23 46 145

(1) Includes 31 middle office and back office professionals.

Fund of Funds Solutions. Our Fund of Funds Solutions segment was established on July 1, 2011 when we
completed our acquisition of a 60% equity interest in AlpInvest. AlpInvest is one of the world s largest investors in
private equity and advises a global private equity fund of funds program and related co-investment and secondary
activities. Its anchor clients are two large Dutch pension funds, which were the founders and previous shareholders of
the company. Although we maintain ultimate control over AlpInvest, AlpInvest s historical management team (who
are our employees) will continue to exercise independent investment authority without involvement by other Carlyle
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Alplnvest has three primary areas of focus:

Fund Investments. Alplnvest fund of funds vehicles make investment commitments directly to buyout, growth
capital, venture and other alternative asset funds advised by other general partners ( portfolio funds ). As of

December 31, 2011, Alplnvest advised 25 fund of funds vehicles totaling, in the aggregate, approximately
$30 billion in AUM.

Co-investments. Alplnvest invests alongside other private equity and mezzanine funds in which it has a fund
investment throughout Europe, North America and Asia. As of

5
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December 31, 2011, AlpInvest co-investments programs were conducted through 15 fund of funds vehicles
totaling, in the aggregate, approximately $5 billion in AUM.

Secondary Investments. Alplnvest also advises funds that acquire interests in portfolio funds in secondary
market transactions. As of December 31, 2011, AlpInvest s secondary investments program was conducted
through 12 fund of funds vehicles totaling, in the aggregate, approximately $6 billion in AUM.

In addition, although customized separate accounts and co-mingled vehicles for clients other than AlpInvest s anchor
clients do not currently represent a significant portion of our AUM, we expect to grow our Fund of Funds Solutions
segment with these two products. See Business Structure and Operation of Our Investment Funds Incentive
Arrangements/Fee Structure for a discussion of the arrangements with the historical owners and management of
Alplnvest regarding the allocation of carried interest in respect of the historical investments of and the historical and
certain future commitments to our fund of funds vehicles.

The following table presents certain data about our Fund of Funds Solutions segment as of December 31, 2011 (dollar
amounts in billions).

% of Fund of Amount
Total Fee-Earning Funds Available Invested Investment
Since
AUMQ@1) AUM AUM Vehicles Capital Inception Professionals(2)
$ 41 28% $ 28 52 $15 $ 38 60

(1) Under our arrangements with the historical owners and management team of AlpInvest, such persons are
allocated all carried interest in respect of the historical investments and commitments to our fund of funds
vehicles that existed as of December 31, 2010, 85% of the carried interest in respect of commitments from the
historical owners of AlplInvest for the period between 2011 and 2020 and 60% of the carried interest in respect of
all other commitments (including all future commitments from third parties).

(2) Includes 24 middle office and back office professionals.
Competitive Strengths

Since our founding in 1987, Carlyle has grown to become one of the world s largest and most diversified multi-product
global alternative asset management firms. We believe the following competitive strengths position us well for future
growth:

Global Presence. We believe we have a greater presence around the globe and in emerging markets than any other
alternative asset manager. We currently operate on six continents and sponsor funds investing in the United States,
Asia, Europe, Japan, MENA and South America, with 12 carry funds and their related co-investment vehicles
representing approximately $11 billion in AUM actively investing in emerging markets. Our extensive network of
investment professionals is composed primarily of local individuals with the knowledge, experience and relationships
that allow them to identify and take advantage of opportunities unavailable to firms with less extensive footprints.

Diversified and Scalable Multi-Product Platform. We have created separate geographic, sector and asset specific
fund groups, investing significant resources to develop this extensive network of investment professionals and offices.
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As a result, we benefit from having 89 different funds (including 49 carry funds) and 52 fund of funds vehicles around
the world. We believe this broad fund platform and our investor services infrastructure provide us with a scalable
foundation to pursue future investment opportunities in high-growth markets and to expand into new products. Our
diverse platform also enhances our resilience to credit market turmoil by enabling us to invest during such times in
assets and geographies that are less dependent on leverage than traditional U.S. buyout activity. We believe the
breadth of our product offerings also enhances our fundraising by allowing us to offer investors greater flexibility to
allocate capital across different geographies, industries and components of a company s capital structure.

Focus on Innovation. We have been at the forefront of many recognized trends within our industry, including the
diversification of investment products and asset classes, geographic

6
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expansion and raising strategic capital from institutional investors. Within 10 years of the launch of our first fund in
1990 to pursue buyout opportunities in the United States, we had expanded our buyout operations to Asia and Europe
and added funds focused on U.S. real estate, global energy and power, structured credit and venture and growth capital
opportunities in Asia, Europe and the United States. Over the next 10 years, we developed an increasing number of
new, diverse products, including funds focused on distressed opportunities, infrastructure, global financial services,
mezzanine investments and real estate across Asia and Europe. We continued to innovate in 2010 and 2011 with the
significant expansion of our Global Markets Strategies business, which has more than doubled its AUM since the
beginning of 2008, the formation of our Fund of Funds Solutions segment and numerous new fund initiatives. We
believe our focus on innovation will enable us to continue to identify and capitalize on new opportunities in
high-growth geographies and sectors.

Proven Ability to Consistently Attract Capital from a High-Quality, Loyal Investor Base. Since inception, we have
raised more than $117 billion in capital (excluding acquisitions). We have successfully and repeatedly raised
long-term, non-redeemable capital commitments to new and successor funds, with a broad and diverse base of over
1,400 active carry fund investors from 72 countries. Despite the recent challenges in the fundraising markets, from
December 31, 2007 through December 31, 2011, we had closings for commitments totaling approximately $32 billion
across 30 funds and related co-investment vehicles, as well as net inflows to our hedge funds. We have a demonstrated
history of attracting investors to multiple funds, with approximately 91% of commitments to our active carry funds
(by dollar amount) coming from investors who are committed to more than one active carry fund, and approximately
58% of commitments to our active carry funds (by dollar amount) coming from investors who are committed to more
than five active carry funds (each as of December 31, 2011). We have a dedicated in-house fund investor relations
function, which we refer to as our LP relations group, which includes 23 geographically focused investor relations
professionals and 31 product and client segment specialists and support staff operating on a global basis. We believe
that our constant dialogue with our fund investors and our commitment to providing them with the highest quality
service inspires loyalty and aids our efforts to continue to attract investors across our investment platform.

7
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Demonstrated Record of Investment Performance. We have demonstrated a strong and consistent investment track
record, producing attractive returns for our fund investors across segments, sectors and geographies, and across

economic cycles. The following table summarizes the aggregate investment performance of our Corporate Private

Equity, Real Assets, and Fund of Funds Solutions segments. Due to the diversified nature of the strategies in our

Global Market Strategies segment, we have included summarized investment performance for the largest carry fund

and two of our largest hedge funds in this segment. For additional information, including performance information of
other Global Market Strategies funds, see Management s Discussion and Analysis of Financial Condition and Results
of Operations Segment Analysis Corporate Private Equity Fund Performance Metrics, Real Assets

Fund Performance Metrics Fund of Funds Solutions Fund Performance Metrics , and Global Market Strategies
Fund Performance Metrics.

As of December 31, 2011 Inception to December 31, 2011
Realized/
Realized/ Partially
Cumulative Partially Realized
Invested Realized Gross Net Gross
Capital2) MOIC3) MOIC@3)4) IRR(5) IRR(6) IRR4)(5)
(Dollars in billions)
Corporate Private Equity(1) $48.7 1.8x 2.6x 27% 18% 31%
Real Assets(1) $26.4 1.5x 2.0x 17% 10% 29%
Fund of Funds Solutions(1) $ 38.3 1.3x n/a 10% 9% n/a
As of
December 31,
2011 Inception to December 31, 2011
Net Net Annualized
Total AUM Gross IRR(5) IRR(6) Return(7)
(Dollars in billions)
Global Market Strategies(8)
CSP 11 (carry fund) $1.6 15% 10% n/a
Claren Road Master Fund (hedge fund) $ 4.7 n/a n/a 11%
Claren Road Opportunities Fund (hedge fund) $14 n/a n/a 18%

The returns presented herein represent those of the applicable Carlyle funds and not those of The Carlyle Group L.P.

See Risk Factors

Risks Related to Our Business Operations

The historical returns attributable to our funds, including

those presented in this prospectus, should not be considered as indicative of the future results of our funds or of our
future results or of any returns expected on an investment in our common units.

(1) For purposes of aggregation, funds that report in foreign currency have been converted to U.S. dollars at the

reporting period spot rate.

(2) Represents the original cost of all capital called for investments since inception.
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(3) Multiple of invested capital ( MOIC ) represents total fair value, before management fees, expenses and carried
interest, divided by cumulative invested capital.

(4) An investment is considered realized when the investment fund has completely exited, and ceases to own an
interest in, the investment. An investment is considered partially realized when the total proceeds received in
respect of such investment, including dividends, interest or other distributions and/or return of capital represents
at least 85% of invested capital and such investment is not yet fully realized. Because part of our value creation
strategy involves pursuing best exit alternatives, we believe information regarding Realized/Partially Realized
MOIC and Gross IRR, when considered together with the other investment performance metrics presented,
provides investors with meaningful information regarding our investment performance by removing the impact
of investments where significant realization activity has not yet occurred. Realized/Partially Realized MOIC and
Gross IRR have limitations as measures of investment performance, and should not be considered in isolation.
Such limitations include the fact that these measures do not include the performance of earlier stage and other
investments that do not satisfy the criteria provided above. The exclusion of such investments will have a
positive impact on Realized/Partially Realized MOIC and Gross IRR in instances when the MOIC and Gross
IRR in respect of such investments are less than the aggregate MOIC and Gross IRR. Our measurements of
Realized/Partially Realized MOIC and Gross IRR may not be comparable to those of other companies that use
similarly titled measures.
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(5) Gross Internal Rate of Return ( IRR ) represents the annualized IRR for the period indicated on limited partner
invested capital based on contributions, distributions and unrealized value before management fees, expenses and
carried interest.

(6) Net IRR represents the annualized IRR for the period indicated on limited partner invested capital based on
contributions, distributions and unrealized value after management fees, expenses and carried interest.

(7) Net Annualized Return is presented for fee-paying investors on a total return basis, net of all fees and expenses.

(8) Due to the disparate nature of the underlying asset classes in which our Global Market Strategies funds
participate (e.g., syndicated loans, bonds, distressed securities, mezzanine loans, emerging markets equities,
macroeconomic products) and the inherent difficulties in aggregating the performance of closed-end and
open-end funds, the presentation of aggregate investment performance across this segment would not be
meaningful.

Financial Strength. The investment performance across our broad fund base has enabled us to generate Economic
Net Income of $833.1 million in 2011 and $1.014 billion in 2010 and Distributable Earnings of $864.4 million and
$342.5 million for the same periods. Our income before provision for income taxes, a GAAP measure, was
approximately $1.2 billion in 2011 and $1.5 billion in 2010. This performance is also reflected in the rate of
appreciation of the investments in our carry funds in recent periods, with a 34% increase in our carry fund value in
2010 and a 16% increase in 2011. Additionally, distributions to our fund investors have been robust, with more than
$8 billion distributed to fund investors in 2010 and approximately $19 billion in 2011. We believe the investment pace
and available capital of our carry funds position us well for the future. Our carry funds invested approximately

$10 billion in 2010 and more than $11 billion in 2011, and as of December 31, 2011, these funds had approximately
$22 billion in capital commitments that had not yet been invested.

Stable and Diverse Team of Talented Investment Professionals With a Strong Alignment of Interests. We have a
talented team of more than 600 investment professionals and we are assisted by our Executive Operations Group of 27
operating executives, with an average of over 40 years of relevant operating, financial and regulatory experience, who
are a valuable resource to our portfolio companies and our firm. Our investment professionals are supported by a
centralized investor services and support group, which includes more than 400 professionals. The interests of our
professionals are aligned with the interests of the investors in our funds and in our firm. Since our inception through
December 31, 2011, we and our senior Carlyle professionals, operating executives and other professionals have
invested or committed to invest in excess of $4 billion in or alongside our funds. We have also sought to align the
long-term incentives of our senior Carlyle professionals with our common unitholders, including through equity
compensation arrangements that include certain vesting, minimum retained ownership and transfer restrictions. See
Management Vesting; Minimum Retained Ownership Requirements and Transfer Restrictions.

Commitment to Responsible Global Citizenship. We believe that being a good corporate citizen is part of good
business practice and creates long-term value for our fund investors. We have worked to apply the Private Equity
Growth Capital Council s Guidelines for Responsible Investment, which we helped to develop in 2008, demonstrating
our commitment to environmental, social and governance standards in our investment activities. In addition, we were
the first global alternative asset management firm to release a corporate citizenship report, which catalogues and
describes our corporate citizenship efforts, including our responsible investment policy and practices and those of our
portfolio companies.

Our Strategy for the Future
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We intend to create value for our common unitholders by seeking to:
continue to generate attractive investment returns for our fund investors across our multi-fund, multi-product
global investment platform, including by increasing the value of our current portfolio and leveraging the strong

capital position of our investment funds to pursue new investment opportunities;
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continue to inspire the confidence and loyalty of our more than 1,400 active carry fund investors, and further
expand our investor base, with a focus on client service and strong investment performance;

continue to grow our AUM by raising follow-on investment funds across our four segments and by broadening
our platform, through both organic growth and selective acquisitions, where we believe we can provide
investors with differentiated products to meet their needs;

further advance our leadership position in core non-U.S. geographic markets, including high-growth emerging
markets such as China, Latin America, India, MENA and Sub-Saharan Africa; and

continue to demonstrate principled industry leadership and to be a responsible and respected member of the
global community by demonstrating our commitment to environmental, social and governance standards in our

investment activities.

10

Table of Contents 35



Edgar Filing: Carlyle Group L.P. - Form S-1/A

Table of Contents
Investment Risks

An investment in our common units involves substantial risks and uncertainties. Some of the more significant
challenges and risks relating to an investment in our common units include those associated with:

adverse economic and market conditions, which can affect our business and liquidity position in many ways,
including by reducing the value or performance of the investments made by our investment funds and reducing
the ability of our investment funds to raise or deploy capital;

changes in the debt financing markets, which could negatively impact the ability of our funds and their
portfolio companies to obtain attractive financing or refinancing for their investments and operations, and
could increase the cost of such financing if it is obtained, leading to lower-yielding investments;

the potential volatility of our revenue, income and cash flow, which is influenced by:

the fact that carried interest is only received when investments are realized and achieve a certain specified
return;

changes in the carrying values and performance of our funds investments; and

the life cycle of our carry funds, which influences the timing of our accrual and realization of carried
interest;

the fact that the fees we receive for transaction advisory services are dependent upon the level of
transactional activity during the period;

our dependence on our founders and other key personnel and our ability to attract, retain and motivate high
quality employees who will bring value to our operations;

business and regulatory impediments to our efforts to expand into new investment strategies, markets and
businesses;

the fact that most of our investment funds invest in illiquid, long-term investments that are not marketable
securities, and such investments may lose significant value during an economic downturn;

the potential for poor performance of our investment funds; and

the possibility that we will not be able to continue to raise capital from third-party investors on advantageous
terms.

As a limited partnership, we will qualify for and intend to rely on exceptions from certain corporate governance and
other requirements under the rules of the NASDAQ Global Select Market. For example, we will not be required to
comply with the requirements that a majority of the board of directors of our general partner consist of independent
directors and that we have independent director oversight of executive officer compensation and director nominations.

In addition, and as discussed in Material U.S. Federal Tax Considerations :

The Carlyle Group L.P. will be treated as a partnership for U.S. federal income tax purposes, and our common
unitholders therefore will be required to take into account their allocable share of items of income, gain, loss
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and deduction of The Carlyle Group L.P. in computing their U.S. federal income tax liability;
Although we currently intend to make annual distributions in an amount sufficient to cover the anticipated
U.S. federal, state and local income tax liabilities of holders of common units in respect of their allocable share

of our net taxable income, it is possible that such tax
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liabilities will exceed the cash distributions that holders of common units receive from us; and

Although not enacted, the U.S. Congress has considered legislation that would have precluded us from
qualifying as a partnership for U.S. federal income tax purposes or required us to hold carried interest through
taxable subsidiary corporations for taxable years after a ten-year transition period and would have taxed
individual holders of common units with respect to certain income and gains now taxed at capital gains rates,
including gain on disposition of units, at increased rates. Similar legislation could be enacted in the future.

Please see Risk Factors for a discussion of these and other factors you should consider before making an investment in
our common units.

The Carlyle Group L.P. was formed in Delaware on July 18, 2011. Our principal executive offices are located at 1001
Pennsylvania Avenue, NW, Washington, D.C. 20004-2505, and our telephone number is (202) 729-5626.
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Organizational Structure
Our Current Organizational Structure

Our business is currently owned by four holding entities: TC Group, L.L.C., TC Group Cayman, L.P., TC Group

Investment Holdings, L.P. and TC Group Cayman Investment Holdings, L.P. We refer to these four holding entities

collectively as the Parent Entities. The Parent Entities are under the common ownership and control of the partners of

our firm (who we refer to as our senior Carlyle professionals ) and two strategic investors that own minority interests

in our business entities affiliated with Mubadala Development Company, an Abu-Dhabi based strategic development

and investment company ( Mubadala ), and California Public Employees Retirement System ( CalPERS ). In addition,

certain individuals engaged in our businesses own interests in the general partners of our existing carry funds. Certain

of these individuals will, as described below, contribute a portion of these interests to us as part of the reorganization.

We refer to these individuals, together with the owners of the Parent Entities prior to this offering, collectively, as our
existing owners.

Reorganization

Prior to this offering, we will complete a series of transactions pursuant to which our business will be reorganized into
a holding partnership structure as described under Organizational Structure. Following the reorganization and this
offering, The Carlyle Group L.P. will be a holding partnership and, through wholly-owned subsidiaries, will hold
equity interests in three Carlyle Holdings partnerships (which we refer to collectively as Carlyle Holdings ), which in
turn will own the four Parent Entities. Through its wholly-owned subsidiaries, The Carlyle Group L.P. will be the sole
general partner of each of the Carlyle Holdings partnerships. Accordingly, The Carlyle Group L.P. will operate and
control all of the business and affairs of Carlyle Holdings and will consolidate the financial results of Carlyle

Holdings and its consolidated subsidiaries, and the ownership interest of the limited partners of Carlyle Holdings will
be reflected as a non-controlling interest in The Carlyle Group L.P. s consolidated financial statements. At the time of
this offering, our existing owners will be the only limited partners of the Carlyle Holdings partnerships.

Certain existing and former owners of the Parent Entities (including CalPERS and former and current senior Carlyle
professionals) have beneficial interests in investments in or alongside our funds that were funded by such persons
indirectly through the Parent Entities. In order to minimize the extent of third party ownership interests in firm assets,
prior to the completion of the offering we will (i) distribute a portion of these interests (approximately $118.5 million
as of December 31, 2011) to the beneficial owners so that they are held directly by such persons and are no longer
consolidated in our financial statements and (ii) restructure the remainder of these interests (approximately

$84.8 million as of December 31, 2011) so that they are reflected as non-controlling interests in our financial
statements. In addition, prior to the offering the Parent Entities will restructure the ownership of certain carried
interest rights allocated to retired senior Carlyle professionals so that such carried interest rights will be reflected as
non-controlling interests in our financial statements. Such restructured carried interest rights accounted for
approximately $42.3 million of our performance fee revenue for the year ended December 31, 201 1. Prior to the date
of the offering the Parent Entities will also make one or more cash distributions of previously undistributed earnings
and excess accumulated cash to their owners totaling $ . See Unaudited Pro Forma Financial Information.

Our existing owners will then contribute to the Carlyle Holdings partnerships their interests in the Parent Entities and
a portion of the equity interests they own in the general partners of our existing investment funds and other entities

that have invested in or alongside our funds.

Accordingly, following the reorganization, subsidiaries of Carlyle Holdings generally will be entitled to:
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fees for transaction advisory and oversight services that may be payable
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by these investment funds portfolio companies (subject to certain third party interests, as described below);

all carried interest earned in respect of all current and future carry funds that we advise (subject to certain third
party interests, including those described below and to the allocation to our investment professionals who work
in these operations of a portion of this carried interest as described below);

all incentive fees (subject to certain interests in Claren Road and ESG and, with respect to other funds earning
incentive fees, any performance-related allocations to investment professionals); and

all returns on investments of our own balance sheet capital that we make following this offering (as well as on
existing investments with an aggregate value of approximately $249.3 million as of December 31, 2011).

In certain cases, the entities that receive management fees from our investment funds are owned by Carlyle together
with other persons. For example, management fees from our energy and renewables funds are received by an entity we
own together with Riverstone, and the Claren Road, ESG and AlpInvest management companies are partially owned
by the respective founders and managers of these businesses. We may have similar arrangements with respect to the
ownership of the entities that advise our funds in the future.

In order to better align the interests of our senior Carlyle professionals and the other individuals who manage our carry
funds with our own interests and with those of the investors in these funds, such individuals are allocated directly a
portion of the carried interest in our carry funds. Prior to the reorganization, the level of such allocations vary by fund,
but generally are at least 50% of the carried interests in the fund. As a result of the reorganization, the allocations to
these individuals will be approximately 45% of all carried interest, on a blended average basis, earned in respect of
investments made prior to the date of the reorganization and approximately 45% of any carried interest that we earn in
respect of investments made from and after the date of the reorganization, in each case with the exception of the
Riverstone funds, where we will retain essentially all of the carry to which we are entitled under our arrangements for
those funds. In addition, under our arrangements with the historical owners and management team of Alplnvest, such
persons are allocated all carried interest in respect of the historical investments and commitments to our fund of funds
vehicles that existed as of December 31, 2010, 85% of the carried interest in respect of commitments from the
historical owners of AlplInvest for the period between 2011 and 2020 and 60% of the carried interest in respect of all
other commitments (including all future commitments from third parties). See Business Structure and Operation of
Our Investment Funds Incentive Arrangements/Fee Structure.
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The diagram below (which omits certain wholly-owned intermediate holding companies) depicts our organizational
structure immediately following this offering. As discussed in greater detail below and under Organizational
Structure, The Carlyle Group L.P. will hold, through wholly-owned subsidiaries, a number of Carlyle Holdings
partnership units that is equal to the number of common units that The Carlyle Group L.P. has issued and will benefit
from the income of Carlyle Holdings to the extent of its equity interests in the Carlyle Holdings partnerships. While
the holders of common units of The Carlyle Group L.P. will be entitled to all of the economic rights in The Carlyle
Group L.P. immediately following this offering, our existing owners will, like the wholly-owned subsidiaries of The
Carlyle Group L.P., hold Carlyle Holdings partnership units that entitle them to economic rights in Carlyle Holdings
to the extent of their equity interests in the Carlyle Holdings partnerships. Public investors will not directly hold equity
interests in the Carlyle Holdings partnerships.

(1) The Carlyle Group L.P. common unitholders will have only limited voting rights and will have no right to
remove our general partner or, except in limited circumstances, elect the directors of our general partner. TCG
Carlyle Global Partners L.L.C., an entity wholly-owned by our senior Carlyle professionals, will hold a special
voting unit in The Carlyle Group L.P. that will entitle it, on those few matters that may be submitted for a vote of
The Carlyle Group L.P. common unitholders, to participate in the vote on the same basis as the common
unitholders and provide it with a number of votes that is equal to the aggregate number of vested and unvested
partnership units in Carlyle Holdings held by the limited partners of Carlyle Holdings on the relevant record date.
See Material Provisions of The Carlyle Group L.P. Partnership Agreement Withdrawal or Removal of the
General Partner, Meetings; Voting and Election of Directors of General Partner.

(2) Certain individuals engaged in our business will continue to own interests directly in selected operating
subsidiaries, including, in certain instances, entities that receive management fees from funds that we advise. The
Carlyle Holdings partnerships will also directly own interests in selected operating subsidiaries. For additional
information concerning these interests see Organizational Structure Our Organizational Structure Following this
Offering Certain Non-controlling Interests in Operating Subsidiaries.
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The Carlyle Group L.P. intends to conduct all of its material business activities through Carlyle Holdings. Each of the
Carlyle Holdings partnerships was formed to hold our interests in different businesses. We expect that Carlyle
Holdings I L.P. will own all of our U.S. fee-generating businesses and many of our non-U.S. fee-generating
businesses, as well as our carried interests (and other investment interests) that are expected to derive income that
would not be qualifying income for purposes of the U.S. federal income tax publicly-traded partnership rules and
certain of our carried interests (and other investment interests) that do not relate to investments in stock of
corporations or in debt, such as equity investments in entities that are pass-through for U.S. federal income tax
purposes. We anticipate that Carlyle Holdings II L.P. will hold a variety of assets, including our carried interests in
many of the investments by our carry funds in entities that are treated as domestic corporations for U.S. federal
income tax purposes and in certain non-U.S. entities. Certain of our non-U.S. fee-generating businesses, as well as our
non-U.S. carried interests (and other investment interests) that are expected to derive income that would not be
qualifying income for purposes of the U.S. federal income tax publicly-traded partnership rules and certain of our
non-U.S. carried interests (and other investment interests) that do not relate to investments in stock of corporations or
in debt, such as equity investments in entities that are pass-through for U.S. federal income tax purposes will be held
by Carlyle Holdings IIT L.P.

The Carlyle Group L.P. has formed wholly-owned subsidiaries to serve as the general partners of the Carlyle Holdings
partnerships: Carlyle Holdings I GP Inc. (a Delaware corporation that is a domestic corporation for U.S. federal
income tax purposes), Carlyle Holdings II GP L.L.C. (a Delaware limited liability company that is a disregarded entity
and not an association taxable as a corporation for U.S. federal income tax purposes) and Carlyle Holdings III GP L.P.
(a Québec société en commandite that is a foreign corporation for U.S. federal income tax purposes) will serve as the
general partners of Carlyle Holdings I L.P., Carlyle Holdings II L.P. and Carlyle Holdings III L.P., respectively.
Carlyle Holdings I GP Inc. and Carlyle Holdings III GP L.P. will serve as the general partners of Carlyle Holdings I
L.P. and Carlyle Holdings III L.P., respectively, either directly or indirectly through wholly-owned subsidiaries that
are disregarded for federal income tax purposes. We refer to Carlyle Holdings I GP Inc., Carlyle Holdings IT GP
L.L.C. and Carlyle Holdings III GP L.P. collectively as the Carlyle Holdings General Partners.

Holding Partnership Structure

As discussed in  Material U.S. Federal Tax Considerations, The Carlyle Group L.P. will be treated as a partnership and
not as a corporation for U.S. federal income tax purposes, although our partnership agreement does not restrict our
ability to take actions that may result in our being treated as an entity taxable as a corporation for U.S. federal (and
applicable state) income tax purposes. An entity that is treated as a partnership for U.S. federal income tax purposes is
not a taxable entity and incurs no U.S. federal income tax liability. Instead, each partner is required to take into
account its allocable share of items of income, gain, loss and deduction of the partnership in computing its

U.S. federal income tax liability, whether or not cash distributions are made. Investors in this offering will become
limited partners of The Carlyle Group L.P. Accordingly, an investor in this offering generally will be required to pay
U.S. federal income taxes with respect to the income and gain of The Carlyle Group L.P. that is allocated to such
investor, even if The Carlyle Group L.P. does not make cash distributions. We believe that the Carlyle Holdings
partnerships will also be treated as partnerships and not as corporations for U.S. federal income tax purposes.
Accordingly, the holders of partnership units in Carlyle Holdings, including The Carlyle Group L.P. s wholly-owned
subsidiaries, will incur U.S. federal, state and local income taxes on their proportionate share of any net taxable
income of Carlyle Holdings. See Material U.S. Federal Tax Considerations for more information about the tax
treatment of The Carlyle Group L.P. and Carlyle Holdings.

Each of the Carlyle Holdings partnerships will have an identical number of partnership units outstanding, and we use

the terms Carlyle Holdings partnership unit or partnership unit in/of Carlyle Holdings to refer collectively to a
partnership unit in each of the Carlyle Holdings partnerships. The Carlyle Group L.P. will hold, through
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Carlyle Holdings partnership units equal to the number of common units that The Carlyle Group L.P. has issued. The
Carlyle Holdings partnership units that will be held by The Carlyle Group L.P. s wholly-owned subsidiaries will be
economically identical to the Carlyle Holdings partnership units that will be held by our existing owners. Accordingly,
the income of Carlyle Holdings will benefit The Carlyle Group L.P. to the extent of its equity interest in Carlyle
Holdings. Immediately following this offering, The Carlyle Group L.P. will hold Carlyle Holdings partnership units
representing % of the total number of partnership units of Carlyle Holdings, or % if the underwriters exercise in
full their option to purchase additional common units, and our existing owners will hold Carlyle Holdings partnership
units representing % of the total number of partnership units of Carlyle Holdings, or % if the underwriters
exercise in full their option to purchase additional common units.

Under the terms of the partnership agreements of the Carlyle Holdings partnerships, all of the Carlyle Holdings
partnership units received by our existing owners in the reorganization described in Organizational Structure will be
subject to restrictions on transfer and, with the exception of Mubadala and CalPERS, minimum retained ownership
requirements. All of the Carlyle Holdings partnership units received by our founders, CalPERS and Mubadala as part
of the Reorganization will be fully vested as of the date of issuance. All of the Carlyle Holdings partnership units
received by our other existing owners in exchange for their interests in carried interest owned at the fund level relating
to investments made by our carry funds prior to the date of the Reorganization will be fully vested as of the date of
issuance. Of the remaining Carlyle Holdings partnership units received as part of the Reorganization by our other
existing owners, % will be fully vested as of the date of issuance and % will not be vested and, with specified
exceptions, will be subject to forfeiture if the employee ceases to be employed by us prior to vesting. See
Management Vesting; Minimum Retained Ownership Requirements and Transfer Restrictions.

The Carlyle Group L.P. is managed and operated by our general partner, Carlyle Group Management L.L.C., to whom
we refer as our general partner, which is in turn wholly-owned by our senior Carlyle professionals. Our general
partner will not have any business activities other than managing and operating us. We will reimburse our general
partner and its affiliates for all costs incurred in managing and operating us, and our partnership agreement provides
that our general partner will determine the expenses that are allocable to us. Although there are no ceilings on the
expenses for which we will reimburse our general partner and its affiliates, the expenses to which they may be entitled
to reimbursement from us, such as director fees, are not expected to be material.

Certain Corporate Governance Considerations

Voting. Unlike the holders of common stock in a corporation, our common unitholders will have only limited voting
rights and will have no right to remove our general partner or, except in the limited circumstances described below,
elect the directors of our general partner. In addition, TCG Carlyle Global Partners L.L.C., an entity wholly-owned by
our senior Carlyle professionals, will hold a special voting unit that provides it with a number of votes on any matter
that may be submitted for a vote of our common unitholders that is equal to the aggregate number of vested and
unvested Carlyle Holdings partnership units held by the limited partners of Carlyle Holdings. Accordingly,
immediately following this offering, on those few matters that may be submitted for a vote of the limited partners of
The Carlyle Group L.P., such as the approval of amendments to the limited partnership agreement of The Carlyle
Group L.P. that the limited partnership agreement does not authorize our general partner to approve without the
consent of the limited partners and the approval of certain mergers or sales of all or substantially all of our assets,
investors in this offering will collectively have % of the voting power of The Carlyle Group L.P. limited partners,
or % if the underwriters exercise in full their option to purchase additional common units, and our existing owners
will collectively have % of the voting power of The Carlyle Group L.P. limited partners, or ~ % if the underwriters
exercise in full their option to purchase additional common units. These percentages correspond with the percentages
of the Carlyle Holdings
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partnership units that will be held by The Carlyle Group L.P. through its wholly-owned subsidiaries, on the one hand,
and by our existing owners, on the other hand. We refer to our common units (other than those held by any person
whom our general partner may from time to time with such person s consent designate as a non-voting common
unitholder) and our special voting units as voting units. Our common unitholders voting rights will be further
restricted by the provision in our partnership agreement stating that any common units held by a person that
beneficially owns 20% or more of any class of The Carlyle Group L.P. common units then outstanding (other than our
general partner and its affiliates, or a direct or subsequently approved transferee of our general partner or its affiliates)
cannot be voted on any matter.

Election of Directors. In general, our common unitholders will have no right to elect the directors of our general
partner. However, when our Senior Carlyle professionals and other then-current or former Carlyle personnel hold less
than 10% of the limited partner voting power, our common unitholders will have the right to vote in the election of the
directors of our general partner. This voting power condition will be measured on January 31, of each year, and will
be triggered if the total voting power held by holders of the special voting units in The Carlyle Group L.P. (including
voting units held by our general partner and its affiliates) in their capacity as such, or otherwise held by then-current
or former Carlyle personnel (treating voting units deliverable to such persons pursuant to outstanding equity awards as
being held by them), collectively, constitutes less than 10% of the voting power of the outstanding voting units of The
Carlyle Group L.P. Unless and until the foregoing voting power condition is satisfied, our general partner s board of
directors will be elected in accordance with its limited liability company agreement, which provides that directors may
be appointed and removed by members of our general partner holding a majority in interest of the voting power of the
members, which voting power is allocated to each member ratably according to his or her aggregate ownership of our
common units and partnership units. See Material Provisions of The Carlyle Group L.P. Partnership Agreement
Election of Directors of General Partner.

Conflicts of Interest and Duties of Our General Partner. Although our general partner has no business activities other
than the management of our business, conflicts of interest may arise in the future between us and our common
unitholders, on the one hand, and our general partner and its affiliates, on the other. The resolution of these conflicts
may not always be in our best interests or that of our common unitholders. In addition, we have certain duties and
obligations to our investment funds and their investors and we expect to regularly take actions with respect to the
purchase or sale of investments in our investment funds, the structuring of investment transactions for those funds or
otherwise in a manner consistent with such duties and obligations but that might at the same time adversely affect our
near-term results of operations or cash flow.

Our partnership agreement limits the liability of, and reduces or eliminates the duties (including fiduciary duties)

owed by, our general partner to our common unitholders. Our partnership agreement also restricts the remedies
available to common unitholders for actions that might otherwise constitute breaches of our general partner s duties
(including fiduciary duties). By purchasing our common units, you are treated as having consented to the provisions
set forth in our partnership agreement, including the provisions regarding conflicts of interest situations that, in the
absence of such provisions, might be considered a breach of fiduciary or other duties under applicable state law. For a
more detailed description of the conflicts of interest and fiduciary responsibilities of our general partner, see Conflicts
of Interest and Fiduciary Responsibilities.
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Table of Contents

The Offering

common units.

common units (or common units if all outstanding Carlyle
Holdings partnership units held by our existing owners were exchanged
for newly-issued common units on a one-for-one basis).

We estimate that the net proceeds to The Carlyle Group L.P. from this
offering, after deducting estimated underwriting discounts, will be
approximately $ ,or$  if the underwriters exercise in full their option
to purchase additional common units.

The Carlyle Group L.P. intends to use all of these proceeds to purchase
newly issued Carlyle Holdings partnership units from Carlyle Holdings, as
described under Organizational Structure  Offering Transactions. We
intend to cause Carlyle Holdings to use a portion of these proceeds to
repay the outstanding indebtedness under the revolving credit facility of
our existing senior secured credit facility and the remainder for general
corporate purposes, including general operational needs, growth
initiatives, acquisitions and strategic investments and to fund capital
commitments to, and other investments in and alongside of, our
investment funds. We anticipate that the acquisitions we may pursue will
be those that would broaden our platform where we believe we can
provide investors with differentiated products to meet their needs. Carlyle
Holdings will also bear or reimburse The Carlyle Group L.P. for all of the
expenses of this offering, which we estimate will be approximately $

See Use of Proceeds and Capitalization.

Our general partner, Carlyle Group Management L.L.C., will manage all
of our operations and activities. You will not hold an interest in our
general partner, which is wholly-owned by our senior Carlyle
professionals. Unlike the holders of common stock in a corporation, you
will have only limited voting rights and will have no right to remove our
general partner or, except in limited circumstances, elect the directors of
our general partner.

In addition, TCG Carlyle Global Partners L.L.C., an entity wholly-owned
by our senior Carlyle professionals, will hold a special voting unit that
provides it with a number of votes on any matter that may be submitted
for a vote of our common unitholders that is equal to the aggregate
number of vested and unvested Carlyle Holdings partnership units held by
the limited partners of Carlyle Holdings. Accordingly, immediately
following this offering our existing owners generally will have sufficient
voting power to determine the outcome of those few matters that may be
submitted for a vote of the limited partners of The Carlyle Group L.P. Our
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by the provision in our partnership agreement stating that any common

units held by a person that beneficially owns 20% or more of any class of
The Carlyle Group L.P. common units then outstanding (other than our
general partner and its affiliates, or a direct or subsequently approved
transferee of our general partner or its affiliates) cannot be voted on any
matter. See Material Provisions of The Carlyle Group L.P. Partnership
Agreement Withdrawal or Removal of the General Partner, Meetings;
Voting and  Election of Directors of General Partner.

Cash distribution policy Our general partner currently intends to cause The Carlyle Group L.P. to
make quarterly distributions to our common unitholders of its share of
distributions from Carlyle Holdings, net of taxes and amounts payable
under the tax receivable agreement as described below. We currently
anticipate that we will cause Carlyle Holdings to make quarterly
distributions to its partners, including The Carlyle Group L.P. s wholly
owned subsidiaries, that will enable The Carlyle Group L.P. to pay a
quarterly distribution of §  per common unit. In addition, we currently
anticipate that we will cause Carlyle Holdings to make annual
distributions to its partners, including The Carlyle Group L.P. s wholly
owned subsidiaries, in an amount that, taken together with the other
above-described quarterly distributions, represents substantially all of our
Distributable Earnings in excess of the amount determined by our general
partner to be necessary or appropriate to provide for the conduct of our
business, to make appropriate investments in our business and our funds
or to comply with applicable law or any of our financing agreements. We
anticipate that the aggregate amount of our distributions for most years
will be less than our Distributable Earnings for that year due to these
funding requirements. For a discussion of the difference between
Distributable Earnings and cash distributions during the historical periods
presented, see Cash Distribution Policy.

Notwithstanding the foregoing, the declaration and payment of any
distributions will be at the sole discretion of our general partner, which
may change our distribution policy at any time. Our general partner will
take into account general economic and business conditions, our strategic
plans and prospects, our business and investment opportunities, our
financial condition and operating results, working capital requirements
and anticipated cash needs, contractual restrictions and obligations, legal,
tax and regulatory restrictions, other constraints on the payment of
distributions by us to our common unitholders or by our subsidiaries to us,
and such other factors as our general partner may deem relevant.

The Carlyle Group L.P. will be a holding partnership and will have no
material assets other than its ownership of partnership units in Carlyle
Holdings held through wholly-owned subsidiaries. We intend to cause
Carlyle Holdings to make distributions to its partners, including the
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Exchange rights of holders of Carlyle
Holdings partnership units

wholly-owned subsidiaries of The Carlyle Group L.P., in order to fund
any distributions we may declare on the common units. If Carlyle
Holdings makes such distributions, the limited partners of Carlyle
Holdings will be entitled to receive equivalent distributions pro rata based
on their partnership interests in Carlyle Holdings. Because Carlyle
Holdings I GP Inc. must pay taxes and make payments under the tax
receivable agreement, the amounts ultimately distributed by The Carlyle
Group L.P. to common unitholders are expected to be less, on a per unit
basis, than the amounts distributed by the Carlyle Holdings partnerships to
the limited partners of the Carlyle Holdings partnerships in respect of their
Carlyle Holdings partnership units.

In addition, the partnership agreements of the Carlyle Holdings
partnerships will provide for cash distributions, which we refer to as tax
distributions, to the partners of such partnerships if our wholly-owned
subsidiaries that are the general partners of the Carlyle Holdings
partnerships determine that the taxable income of the relevant partnership
will give rise to taxable income for its partners. Generally, these tax
distributions will be computed based on our estimate of the net taxable
income of the relevant partnership allocable to a partner multiplied by an
assumed tax rate equal to the highest effective marginal combined U.S.
federal, state and local income tax rate prescribed for an individual or
corporate resident in New York, New York (taking into account the
non-deductibility of certain expenses and the character of our income).
The Carlyle Holdings partnerships will make tax distributions only to the
extent distributions from such partnerships for the relevant year were
otherwise insufficient to cover such tax liabilities. The Carlyle Group L.P.
is not required to distribute to its common unitholders any of the cash that
its wholly-owned subsidiaries may receive as a result of tax distributions
by the Carlyle Holdings partnerships.

For limitations on our ability to make distributions, see Cash Distribution
Policy.

Prior to this offering we will enter into an exchange agreement with our
senior Carlyle professionals and the other limited partners of the Carlyle
Holdings partnerships so that these holders, subject to the vesting and
minimum retained ownership requirements and transfer restrictions set
forth in the partnership agreements of the Carlyle Holdings partnerships,
may on a quarterly basis, from and after the first anniversary of the date of
the closing of this offering (subject to the terms of the exchange
agreement), exchange their Carlyle Holdings partnership units for The
Carlyle Group L.P. common units on a one-for-one basis, subject to
customary conversion rate adjustments for splits, unit distributions and
reclassifications. In
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addition, subject to certain requirements, CalPERS will generally be
permitted to exchange Carlyle Holdings partnership units for common
units from and after the closing of this offering. Any common units
received by CalPERS in any such exchange during the lock-up period
described in Common Units Eligible For Future Sale Lock-Up
Arrangements would be subject to the restrictions described in such
section. A Carlyle Holdings limited partner must exchange one
partnership unit in each of the three Carlyle Holdings partnerships to
effect an exchange for a common unit. As the number of Carlyle Holdings
partnership units held by the limited partners of the Carlyle Holdings
partnerships declines, the number of votes to which TCG Carlyle Global
Partners L.L.C. is entitled as a result of its ownership of the special voting
unit will be correspondingly reduced. For information concerning transfer
restrictions that will apply to holders of Carlyle Holdings partnership
units, including our senior Carlyle professionals, see Management
Vesting; Minimum Retained Ownership Requirements and Transfer
Restrictions.

Tax receivable agreement Future exchanges of Carlyle Holdings partnership units are expected to
result in increases in the tax basis of the tangible and intangible assets of
Carlyle Holdings, primarily attributable to a portion of the goodwill
inherent in our business. These increases in tax basis will increase (for tax
purposes) depreciation and amortization deductions and therefore reduce
the amount of tax that certain of our subsidiaries, including Carlyle
Holdings I GP Inc., which we refer to as the corporate taxpayers, would
otherwise be required to pay in the future. This increase in tax basis may
also decrease gain (or increase loss) on future dispositions of certain
capital assets to the extent tax basis is allocated to those capital assets. We
will enter into a tax receivable agreement with our existing owners
whereby the corporate taxpayers will agree to pay to our existing owners
85% of the amount of cash tax savings, if any, in U.S. federal, state and
local income tax that they realize as a result of these increases in tax basis.
The corporate taxpayers will have the right to terminate the tax receivable
agreement by making payments to our existing owners calculated by
reference to the value of all future payments that our existing owners
would have been entitled to receive under the tax receivable agreement
using certain valuation assumptions, including that any Carlyle Holdings
partnership units that have not been exchanged are deemed exchanged for
the market value of the common units at the time of termination, and that
the corporate taxpayers will have sufficient taxable income in each future
taxable year to fully realize all potential tax savings. Based upon certain
assumptions described in greater detail under Certain Relationships and
Related Person Transactions Tax Receivable Agreement, we estimate that
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if the corporate taxpayers were to exercise their termination right
immediately following this offering, the aggregate amount of these
termination payments would be approximately $  million. See Certain
Relationships and Related Person Transactions Tax Receivable
Agreement.

Risk factors See Risk Factors for a discussion of risks you should carefully consider
before deciding to invest in our common units.

Proposed trading symbol CG.

In this prospectus, unless otherwise indicated, the number of common units outstanding and the other information
based thereon does not reflect:

common units issuable upon exercise of the underwriters option to purchase additional common units
from us;

common units issuable upon exchange of Carlyle Holdings partnership units that will be held by
our existing owners immediately following the offering transactions;

up to common units issuable upon exchange of up to Carlyle Holdings partnership units that may
be issued in connection with the contingently issuable equity interests received by the sellers as part of our
acquisition of Claren Road, subject to adjustment as described below. See Note 3 to the combined and
consolidated financial statements included elsewhere in this prospectus; or

interests that may be granted under the 2012 Carlyle Group Equity Incentive Plan, or our Equity Incentive
Plan, consisting of:

deferred restricted common units that we expect to grant to our employees at the time of this
offering;

phantom deferred restricted common units that we expect to grant to our employees at the time of
this offering, which are settleable in cash; and

additional common units or Carlyle Holdings partnership units available for future grant under
our Equity Incentive Plan, which are subject to automatic annual increases.

See Management Equity Incentive Plan and  IPO Date Equity Awards.

We have agreed to adjust the Carlyle Holdings partnership units issuable to the Claren Road sellers to the extent
necessary to ensure that the implied value of the Carlyle Holdings partnership units received or to be received
by them upon fulfillment of the annual performance conditions (inclusive of the contingently issuable equity interests
described above), calculated based on the initial public offering price per common unit in this offering, is not less than
$41.0 million and not greater than $61.6 million (assuming that all annual performance conditions are met). In
addition, we have agreed to adjust the consideration to the ESG sellers, which adjustment may be made at our option
in cash or Carlyle Holdings partnership units, to the extent necessary to ensure that the value of the Carlyle
Holdings partnership units received by them, based on the five-day volume weighted average price per unit of our
common units, measured at the expiration of the 180-day restricted period described under Common Units Eligible
For Future Sale Lock-Up Arrangements, is not less than $7.0 million and not greater than $8.4 million.
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public offering price per common unit at the low-, mid- and high-points of the price range indicated on the front cover
of this prospectus.

23

Table of Contents 54



Edgar Filing: Carlyle Group L.P. - Form S-1/A

Table of Contents

Summary Financial and Other Data

The following summary financial and other data of Carlyle Group, which comprises TC Group, L.L.C., TC Group
Cayman L.P., TC Group Investment Holdings, L.P. and TC Group Cayman Investment Holdings, L.P., as well as their
controlled subsidiaries, which are under common ownership and control by our individual senior Carlyle
professionals, entities affiliated with Mubadala and CalPERS, should be read together with Organizational Structure,
Unaudited Pro Forma Financial Information,  Selected Historical Financial Data, = Management s Discussion and
Analysis of Financial Condition and Results of Operations and the historical financial statements and related notes
included elsewhere in this prospectus. Carlyle Group is considered our predecessor for accounting purposes, and its
combined and consolidated financial statements will be our historical financial statements following this offering.

We derived the summary historical combined and consolidated statements of operations data of Carlyle Group for
each of the years ended December 31, 2011, 2010 and 2009 and the summary historical combined and consolidated
balance sheet data as of December 31, 2011 and 2010 from our audited combined and consolidated financial
statements which are included elsewhere in this prospectus. We derived the summary historical combined and
consolidated balance sheet data of Carlyle Group as of December 31, 2009 from our audited combined and
consolidated financial statements which are not included in this prospectus. The combined and consolidated financial
statements of Carlyle Group have been prepared on substantially the same basis for all historical periods presented;
however, the consolidated funds are not the same entities in all periods shown due to changes in U.S. GAAP, changes
in fund terms and the creation and termination of funds.

Net income is determined in accordance with U.S. GAAP for partnerships and is not comparable to net income of a
corporation. All distributions and compensation for services rendered by Carlyle s individual partners have been
reflected as distributions from equity rather than compensation expense in the historical combined and consolidated
financial statements. Our non-GAAP presentation of Economic Net Income and Distributable Earnings reflects,
among other adjustments, pro forma compensation expense for compensation to our senior Carlyle professionals,
which we have historically accounted for as distributions from equity rather than as employee compensation. See

Management s Discussion and Analysis of Financial Condition and Results of Operations Key Financial Measures
Non-GAAP Financial Measures.

The summary historical combined and consolidated financial and other data is not indicative of the expected future
operating results of The Carlyle Group L.P. following the Reorganization and the Offering Transactions (as defined
below). Prior to this offering, we will complete a series of transactions pursuant to which our business will be

reorganized into a holding partnership structure as described in Organizational Structure. See Organizational Structure
and Unaudited Pro Forma Financial Information.

The summary unaudited pro forma consolidated statement of operations data for the year ended December 31, 2011
presents our consolidated results of operations giving pro forma effect to the Reorganization and Offering
Transactions described under Organizational Structure, and the other transactions described in Unaudited Pro Forma
Financial Information, as if such transactions had occurred on January 1, 2011. The summary unaudited pro forma
consolidated balance sheet data as of December 31, 2011 presents our consolidated financial position giving pro forma
effect to the Reorganization and Offering Transactions described under Organizational Structure, and the other
transactions described in Unaudited Pro Forma Financial Information, as if such transactions had occurred on
December 31, 2011. The pro forma adjustments are based on available information and upon assumptions that our
management believes are reasonable in order to reflect, on a pro forma basis, the impact of these transactions on the
historical combined and consolidated financial information of Carlyle Group. The unaudited condensed consolidated
pro forma financial information is included for informational purposes only and does not purport to reflect the results
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described above occurred on the dates indicated or had we operated as a public company during the periods presented
or for any future period or date. The unaudited condensed consolidated pro forma financial information should not be
relied upon as being indicative of our results of operations or financial position had the transactions described under
Organizational Structure and the use of the estimated net proceeds from this offering as described under Use of
Proceeds occurred on the dates assumed. The unaudited pro forma consolidated financial information also does not
project our results of operations or financial position for any future period or date.

Statement of Operations Data
Revenues

Fund management fees
Performance fees

Realized

Unrealized

Total performance fees

Investment income

Interest and other income

Interest and other income of Consolidated Funds

Total Revenues

Expenses

Compensation and benefits
Base compensation
Performance fee related
Realized

Unrealized

Total compensation and benefits
General, administrative and other expenses
Interest

Interest and other expenses of Consolidated Funds

Other non-operating expenses

Loss (gain) from early extinguishment of debt, net of

related expenses
Equity issued for affiliate debt financing

Total Expenses

Other Income (Loss)
Net investment losses of Consolidated Funds
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Pro
Forma®¥
for
the Year
Ended
December 31,
2011

Year Ended December 31,

2011

2010

(Dollars in millions)

915.5

1,307.4
(185.8)

1,121.6
78.4
15.8

714.0

2,845.3

374.5

225.7
(122.3)

4779
323.5
60.6
453.1
32.0

1,347.1

(323.3)

$

770.3

266.4
1,215.6

1,482.0
72.6
214

452.6

2,798.9

265.2

46.6
117.2

429.0
177.2

17.8
2333

2.5
214.0
1,073.8

(245.4)

$

2009

788.1

11.1
485.6

496.7
5.0
27.3
0.7

1,317.8

264.2

1.1
83.1
348.4
236.6

30.6
0.7

(10.7)

605.6

(33.8)
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Gain on business acquisition

Income before provision for income taxes
Provision for income taxes

Net income
Net loss attributable to non-controlling interests in
consolidated entities

Net income attributable to Carlyle Group $
Other Data

Economic Net Income(1)(2) $
Distributable Earnings(1)(3) $

Fee-Earning Assets Under Management (at period end)

Total Assets Under Management (at period end)

25

7.9
1,182.8
28.5

1,154.3

(202.6)
$ 13569
$ 833.1
$ 864.4
$ 111,024.6
$ 147,022.7

1,479.7

20.3

1,459.4

(66.2)

$ 1,525.6
$ 1,014.0
$ 342.5
$ 80,776.5
$ 107,511.8

678.4
14.8

663.6

(30.5)
$ 694.1
$ 416.3
$ 165.3
$ 75,410.5
$ 89,8315
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Pro
Forma@¥
As of
December 31, As of December 31,
2011 2011 2010 2009
(Dollars in millions)
Balance Sheet Data
Cash and cash equivalents $ $ 509.6 $ 6169 $§ 488.1
Investments and accrued performance fees $ $ 26440 $ 25943 $ 1,279.2
Investments of Consolidated Funds®) $ $ 19,5073 $ 11,8646 $ 1639
Total assets $ $ 24,6517 $ 17,062.8 $ 2,509.6
Loans payable $ $ 8609 $ 5975 $ 4122
Subordinated loan payable to affiliate $ $ 2625 $ 4940 %
Loans payable of Consolidated Funds $ $ 96809 $ 104335 $
Total liabilities $ $ 13,561.1 $ 14,1702 $ 1,796.0
Redeemable non-controlling interests in consolidated
entities $ $ 1,9234 % 6940 $
Total members equity $ $ 8173  $ 8952 $ 4375
Equity appropriated for Consolidated Funds $ $ 853.7 $ 9385 $
Non-controlling interests in consolidated entities $ $ 74962 $ 3649 $ 276.1
Total equity $ $ 91672 $ 2,986 $ 713.6

(1)

2)

3)

Under GAAP, we are required to consolidate certain of the investment funds that we advise. However, for
segment reporting purposes, we present revenues and expenses on a basis that deconsolidates these investment
funds.

ENI, a non-GAAP measure, represents segment net income excluding the impact of income taxes,
acquisition-related items including amortization of acquired intangibles and earn-outs, charges associated with
equity-based compensation issued in this offering or future acquisitions, corporate actions and infrequently
occurring or unusual events (e.g., acquisition related costs and gains and losses on fair value adjustments on
contingent consideration, gains and losses from the retirement of our debt, charges associated with lease
terminations and employee severance and settlements of legal claims). For discussion about the purposes for
which our management uses ENI and the reasons why we believe our presentation of ENI provides useful
information to investors regarding our results of operations as well as a reconciliation of Economic Net Income
to Income Before Provision for Income Taxes, see Management s Discussion and Analysis of Financial Condition
and Results of Operations Key Financial Measures Non-GAAP Financial Measures Economic Net Income and
Non-GAAP Financial Measures and Note 14 to our combined and consolidated financial statements appearing
elsewhere in this prospectus.

Distributable Earnings, a non-GAAP measure, is a component of ENI representing total ENI less unrealized
performance fees and unrealized investment income plus unrealized performance fee compensation expense. For
a discussion about the purposes for which our management uses Distributable Earnings and the reasons why we
believe our presentation of Distributable Earnings provides useful information to investors regarding our results
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of operations as well as a reconciliation of Distributable Earnings to Income Before Provision for Income Taxes,
see Management s Discussion and Analysis of Financial Condition and Results of Operations Key Financial
Measures Non-GAAP Financial Measures Distributable Earnings and Non-GAAP Financial Measures and
Note 14 to our combined and consolidated financial statements appearing elsewhere in this prospectus.

(4) Refer to Unaudited Pro Forma Financial Information.

(5) The entities comprising our consolidated funds are not the same entities for all periods presented. Pursuant to
revised consolidation guidance that became effective January 1, 2010, we consolidated the existing and any
subsequently acquired CLOs where we hold a controlling financial interest. The consolidation of funds during
the periods presented generally has the effect of grossing up reported assets, liabilities, and cash flows, and has
no effect on net income attributable to Carlyle Group or members equity.
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RISK FACTORS

An investment in our common units involves risks. You should carefully consider the following information about
these risks, together with the other information contained in this prospectus, before investing in our common units.

Risks Related to Our Company

Adverse economic and market conditions could negatively impact our business in many ways, including by
reducing the value or performance of the investments made by our investment funds, reducing the ability of our
investment funds to raise or deploy capital, and impacting our liquidity position, any of which could materially
reduce our revenue and cash flow and adversely affect our financial condition.

Our business may be materially affected by conditions in the global financial markets and economic conditions or
events throughout the world that are outside of our control, including but not limited to changes in interest rates,
availability of credit, inflation rates, economic uncertainty, changes in laws (including laws relating to taxation), trade
barriers, commodity prices, currency exchange rates and controls and national and international political
circumstances (including wars, terrorist acts or security operations). These factors may affect the level and volatility of
securities prices and the liquidity and the value of investments, and we may not be able to or may choose not to
manage our exposure to these market conditions and/or other events. In the event of a market downturn, each of our
businesses could be affected in different ways.

For example, the unprecedented turmoil in the global financial markets during 2008 and 2009 provoked significant
volatility of securities prices, contraction in the availability of credit and the failure of a number of companies,
including leading financing institutions, and had a significant material adverse effect on our Corporate Private Equity,
Real Assets and Global Market Strategies businesses. During that period, many economies around the world,
including the U.S. economy, experienced significant declines in employment, household wealth and lending. In
addition, the recent speculation regarding the inability of Greece and certain other European countries to pay their
national debt, the response by Eurozone policy makers to mitigate this sovereign debt crisis and the concerns
regarding the stability of the Eurozone currency have created uncertainty in the credit markets. As a result, there has
been a strain on banks and other financial services participants, which could adversely affect our ability to obtain
credit on favorable terms or at all. Those events led to a significantly diminished availability of credit and an increase
in the cost of financing. The lack of credit in 2008 and 2009 materially hindered the initiation of new, large-sized
transactions for our Corporate Private Equity and Real Assets segments and adversely impacted our operating results
in those periods. While the adverse effects of that period have abated to a degree, global financial markets have
experienced significant volatility following the downgrade by Standard & Poor s on August 5, 2011 of the long-term
credit rating of U.S. Treasury debt from AAA to AA+. The capital market volatility we are currently experiencing that
became more pronounced beginning in August 2011 has continued to impact valuations of a significant number of our
funds investments and fund performance as of and for the year ended December 31, 2011. There continue to be signs
of economic weakness such as relatively high levels of unemployment in major markets including the United States
and Europe. Further, financial institutions have not yet provided debt financing in amounts and on the terms
commensurate with what they provided prior to 2008.

Our funds may be affected by reduced opportunities to exit and realize value from their investments, by lower than
expected returns on investments made prior to the deterioration of the credit markets and by the fact that we may not
be able to find suitable investments for the funds to effectively deploy capital, all of which could adversely affect the
timing of new funds and our ability to raise new funds. During periods of difficult market conditions or slowdowns
(which may be across one or more industries or geographies), our funds portfolio companies may experience adverse
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investment returns for our investment funds, which could materially and adversely affect our ability to raise new funds
as well as our operating results and cash flow. During such periods of weakness, our funds portfolio companies may
also have difficulty expanding their businesses and operations or meeting their debt service obligations or other
expenses as they become due, including expenses payable to us. Furthermore, such negative market conditions could
potentially result in a portfolio company entering bankruptcy proceedings, or in the case of our Real Assets funds, the
abandonment or foreclosure of investments, thereby potentially resulting in a complete loss of the fund s investment in
such portfolio company or real assets and a significant negative impact to the fund s performance and consequently our
operating results and cash flow, as well as to our reputation. In addition, negative market conditions would also
increase the risk of default with respect to investments held by our funds that have significant debt investments, such

as our Global Market Strategies funds.

Our operating performance may also be adversely affected by our fixed costs and other expenses and the possibility
that we would be unable to scale back other costs within a time frame sufficient to match any decreases in revenue
relating to changes in market and economic conditions. In order to reduce expenses in the face of a difficult economic
environment, we may need to cut back or eliminate the use of certain services or service providers, or terminate the
employment of a significant number of our personnel that, in each case, could be important to our business and
without which our operating results could be adversely affected.

Finally, during periods of difficult market conditions or slowdowns, our fund investment performance could suffer,
resulting in, for example, the payment of less or no carried interest to us. The payment of less or no carried interest
could cause our cash flow from operations to significantly decrease, which could materially and adversely affect our
liquidity position and the amount of cash we have on hand to conduct our operations. Having less cash on hand could
in turn require us to rely on other sources of cash (such as the capital markets which may not be available to us on
acceptable terms) to conduct our operations, which include, for example, funding significant general partner and
co-investment commitments to our carry funds and fund of funds vehicles. Furthermore, during adverse economic and
market conditions, we might not be able to renew all or part of our credit facility or find alternate financing on
commercially reasonable terms. As a result, our uses of cash may exceed our sources of cash, thereby potentially
affecting our liquidity position.

Changes in the debt financing markets could negatively impact the ability of certain of our funds and their
portfolio companies to obtain attractive financing or re-financing for their investments and could increase the cost
of such financing if it is obtained, which could lead to lower-yielding investments and potentially decreasing our
net income.

Any recurrence of the significant contraction in the market for debt financing that occurred in 2008 and 2009 or other
adverse change to us relating to the terms of such debt financing with, for example, higher rates, higher equity
requirements and/or more restrictive covenants, particularly in the area of acquisition financings for leveraged buyout
and real assets transactions, could have a material adverse impact on our business. In the event that certain of our
funds are unable to obtain committed debt financing for potential acquisitions or can only obtain debt at an increased
interest rate or on unfavorable terms, certain of our funds may have difficulty completing otherwise profitable
acquisitions or may generate profits that are lower than would otherwise be the case, either of which could lead to a
decrease in the investment income earned by us. Similarly, our funds portfolio companies regularly utilize the
corporate debt markets in order to obtain financing for their operations. To the extent that the credit markets render
such financing difficult to obtain or more expensive, this may negatively impact the operating performance of those
portfolio companies and, therefore, the investment returns of our funds. In addition, to the extent that the markets
make it difficult or impossible to refinance debt that is maturing in the near term, some of our portfolio companies
may be unable to repay such debt at maturity and may be forced to sell assets, undergo a recapitalization or seek
bankruptcy protection.

Table of Contents 63



Edgar Filing: Carlyle Group L.P. - Form S-1/A

28

Table of Contents

64



Edgar Filing: Carlyle Group L.P. - Form S-1/A

Table of Contents

Our revenue, net income and cash flow are variable, which may make it difficult for us to achieve steady earnings
growth on a quarterly basis.

Our revenue, net income and cash flow are variable. For example, our cash flow fluctuates due to the fact that we
receive carried interest from our carry funds and fund of funds vehicles only when investments are realized and
achieve a certain preferred return. In addition, transaction fees received by our carry funds can vary from quarter to
quarter. We may also experience fluctuations in our results, including our revenue and net income, from quarter to
quarter due to a number of other factors, including changes in the carrying values and performance of our funds
investments that can result in significant volatility in the carried interest that we have accrued (or as to which we have
reversed prior accruals) from period to period, as well as changes in the amount of distributions, dividends or interest
paid in respect of investments, changes in our operating expenses, the degree to which we encounter competition and
general economic and market conditions. For instance, during the most recent economic downturn, we recorded
significant reductions in the carrying values of many of the investments of the investment funds we advise. The
carrying value of fund investments may be more variable during times of market volatility. Such variability in the
timing and amount of our accruals and realizations of carried interest and transaction fees may lead to volatility in the
trading price of our common units and cause our results and cash flow for a particular period not to be indicative of
our performance in a future period. We may not achieve steady growth in net income and cash flow on a quarterly
basis, which could in turn lead to adverse movements in the price of our common units or increased volatility in our
common unit price generally. The timing and receipt of carried interest also varies with the life cycle of our carry
funds. For instance, the significant distributions made by our carry funds during 2010 and 2011 were partly a function
of the relatively large portion of our AUM attributable to carry funds and investments that were in their harvesting
period during such time, as opposed to the fundraising or investment periods which precede harvesting. During
periods in which a significant portion of our AUM is attributable to carry funds and fund of funds vehicles or their
investments that are not in their harvesting periods, as has been the case from time to time, we may receive
substantially lower distributions. Moreover, even if an investment proves to be profitable, it may be several years
before any profits can be realized in cash (or other proceeds). We cannot predict precisely when, or if, realizations of
investments will occur. For example, for an extended period beginning the latter half of 2007, the global credit crisis
made it difficult for potential purchasers to secure financing to purchase companies in our investment funds portfolio,
which limited the number of potential realization events. A downturn in the equity markets also makes it more
difficult to exit investments by selling equity securities. If we were to have a realization event in a particular quarter,
the event may have a significant impact on our quarterly results and cash flow for that particular quarter which may
not be replicated in subsequent quarters.

We recognize revenue on investments in our investment funds based on our allocable share of realized and unrealized
gains (or losses) reported by such investment funds, and a decline in realized or unrealized gains, or an increase in
realized or unrealized losses, would adversely affect our revenue, which could further increase the volatility of our
quarterly results and cash flow. Because our carry funds and fund of funds vehicles have preferred investor return
thresholds that need to be met prior to us receiving any carried interest, declines in, or failures to increase sufficiently
the carrying value of, the investment portfolios of a carry fund or fund of funds vehicle may delay or eliminate any
carried interest distributions paid to us in respect of that fund or vehicle, since the value of the assets in the fund or
vehicle would need to recover to their aggregate cost basis plus the preferred return over time before we would be
entitled to receive any carried interest from that fund or vehicle.

With respect to certain of the investment funds and vehicles that we advise, we are entitled to incentive fees that are
paid annually, semi-annually or quarterly if the net asset value of a fund has increased. These funds also have

high-water mark provisions whereby if the funds have experienced losses in prior periods, we will not be able to earn
incentive fees with respect to an investor s account until the net asset value of the investor s account exceeds the highest
period end
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value on which incentive fees were previously paid. The incentive fees we earn are therefore dependent on the net
asset value of these funds or vehicles, which could lead to volatility in our quarterly results and cash flow.

Our fee revenue may also depend on the pace of investment activity in our funds. In many of our carry funds, the base
management fee may be reduced when the fund has invested substantially all of its capital commitments. We may
receive a lower management fee from such funds after the investing period and during the period the fund is
harvesting its investments. As a result, the variable pace at which many of our carry funds invest capital may cause
our management fee revenue to vary from one quarter to the next. For example, the investment periods for many of
the large carry funds that we raised during the particularly productive period from 2007 to early 2008 are, unless
extended, scheduled to expire beginning in 2012, which will result in step-downs in the applicable management fee
rates for certain of these funds. Our management fee revenues will be reduced by these step-downs in management fee
rates, as well as by any adverse impact on fee-earning AUM resulting from successful realization activity in our carry
funds. Our failure to successfully replace and grow fee-earning AUM through the integration of recent acquisitions
and anticipated new fundraising initiatives could have an adverse effect on our management fee revenue.

We depend on our founders and other key personnel, and the loss of their services or investor confidence in such
personnel could have a material adverse effect on our business, results of operations and financial condition.

We depend on the efforts, skill, reputations and business contacts of our senior Carlyle professionals, including our
founders, Messrs. Conway, D Aniello and Rubenstein, and other key personnel, including members of our
management committee, operating committee, the investment committees of our investment funds and senior
investment teams, the information and deal flow they and others generate during the normal course of their activities
and the synergies among the diverse fields of expertise and knowledge held by our professionals. Accordingly, our
success will depend on the continued service of these individuals. Our founders currently have no immediate plans to
cease providing services to our firm, but our founders and other key personnel are not obligated to remain employed
with us. In addition, all of the Carlyle Holdings partnership units received by our founders and a portion of the Carlyle
Holdings partnership units that other key personnel will receive in the reorganization, as described in Organizational
Structure, will be fully vested upon issuance. Several key personnel have left the firm in the past and others may do so
in the future, and we cannot predict the impact that the departure of any key personnel will have on our ability to
achieve our investment objectives. The loss of the services of any of them could have a material adverse effect on our
revenues, net income and cash flow and could harm our ability to maintain or grow AUM in existing funds or raise
additional funds in the future. Under the provisions of the partnership agreements governing most of our carry funds,
the departure of various key Carlyle personnel could, under certain circumstances, relieve fund investors of their
capital commitments to those funds, if such an event is not cured to the satisfaction of the relevant fund investors
within a certain amount of time. We have historically relied in part on the interests of these professionals in the
investment funds carried interest and incentive fees to discourage them from leaving the firm. However, to the extent
our investment funds perform poorly, thereby reducing the potential for carried interest and incentive fees, their
interests in carried interest and incentive fees become less valuable to them and may become a less effective retention
tool.

Our senior Carlyle professionals and other key personnel possess substantial experience and expertise and have strong
business relationships with investors in our funds and other members of the business community. As a result, the loss
of these personnel could jeopardize our relationships with investors in our funds and members of the business
community and result in the reduction of AUM or fewer investment opportunities. For example, if any of our senior
Carlyle professionals were to join or form a competing firm, that could have a material adverse effect on our business,
results of operations and financial condition.
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Recruiting and retaining professionals may be more difficult in the future, which could adversely affect our
business, results of operations and financial condition.

Our most important asset is our people, and our continued success is highly dependent upon the efforts of our senior
and other professionals. Our future success and growth depends to a substantial degree on our ability to retain and
motivate our senior Carlyle professionals and other key personnel and to strategically recruit, retain and motivate new
talented personnel, including new senior Carlyle professionals. However, we may not be successful in our efforts to
recruit, retain and motivate the required personnel as the market for qualified investment professionals is extremely
competitive.

Following this offering, we may not be able to provide future senior Carlyle professionals with equity interests in our
business to the same extent or with the same economic and tax consequences as those from which our existing senior
Carlyle professionals previously benefited. For example, following this offering, our investment professionals and
other employees are expected to be incentivized by the receipt of partnership units in Carlyle Holdings, deferred
restricted common units granted pursuant to our equity plans, participation interests in carried interest and bonus
compensation. The portion of their economic incentives comprising Carlyle Holdings partnership units and grants of
restricted units will be greater after the offering than before the offering, and these incentives have different economic
and tax characteristics than the blend of financial incentives we used before the offering.

If legislation were to be enacted by the U.S. Congress or any state or local governments to treat carried interest as
ordinary income rather than as capital gain for tax purposes, such legislation would materially increase the amount of
taxes that we and possibly our unitholders would be required to pay, thereby adversely affecting our ability to recruit,
retain and motivate our current and future professionals. See  Risks Related to U.S. Taxation Our structure involves
complex provisions of U.S. federal income tax law for which no clear precedent or authority may be available. Our
structure also is subject to potential legislative, judicial or administrative change and differing interpretations, possibly
on a retroactive basis and  Although not enacted, the U.S. Congress has considered legislation that would have: (i) in
some cases after a ten-year transition period, precluded us from qualifying as a partnership for U.S. federal income tax
purposes or required us to hold carried interest through taxable subsidiary corporations; and (ii) taxed certain income
and gains at increased rates. If any similar legislation were to be enacted and apply to us, the after tax income and gain
related to our business, as well as our distributions to you and the market price of our common units, could be

reduced. Moreover, the value of the common units we may issue our senior Carlyle professionals at any given time
may subsequently fall (as reflected in the market price of our common units), which could counteract the intended
incentives.

As a result of the foregoing, in order to recruit and retain existing and future senior Carlyle professionals and other
key personnel, we may need to increase the level of compensation that we pay to them. Accordingly, as we promote or
hire new senior Carlyle professionals and other key personnel over time or attempt to retain the services of certain of
our key personnel, we may increase the level of compensation we pay to these individuals, which could cause our total
employee compensation and benefits expense as a percentage of our total revenue to increase and adversely affect our
profitability. The issuance of equity interests in our business in the future to our senior Carlyle professionals and other
personnel would also dilute public common unitholders.

We strive to maintain a work environment that reinforces our culture of collaboration, motivation and alignment of
interests with investors. If we do not continue to develop and implement the right processes and tools to manage our
changing enterprise and maintain this culture, our ability to compete successfully and achieve our business objectives
could be impaired, which could negatively impact our business, results of operations and financial condition.
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Given the priority we afford the interests of our fund investors and our focus on achieving superior investment
performance, we may reduce our AUM, restrain its growth, reduce our fees or otherwise alter the terms under
which we do business when we deem it in the best interest of our fund investors even in circumstances where such
actions might be contrary to the interests of unitholders.

In pursuing the interests of our fund investors, we may take actions that could reduce the profits we could otherwise
realize in the short term. While we believe that our commitment to our fund investors and our discipline in this regard
is in the long-term interest of us and our common unitholders, our common unitholders should understand this
approach may have an adverse impact on our short-term profitability, and there is no guarantee that it will be
beneficial in the long term. One of the means by which we seek to achieve superior investment performance in each of
our strategies might include limiting the AUM in our strategies to an amount that we believe can be invested
appropriately in accordance with our investment philosophy and current or anticipated economic and market
conditions. For instance, in 2009 we released JPY 50 billion ($542 million) of co-investment commitments associated
with our second Japan buyout fund (CJP II) in exchange for an extension of the fund s investment period. In
prioritizing the interests of our fund investors, we may also take other actions that could adversely impact our
short-term results of operations when we deem such action appropriate. For example, in 2009, we decided to shut
down one of our Real Assets funds and guaranteed to reimburse investors of the fund for capital contributions made
for investments and fees to the extent investment proceeds did not cover such amounts. Additionally, we may
voluntarily reduce management fee rates and terms for certain of our funds or strategies when we deem it appropriate,
even when doing so may reduce our short-term revenue. For example, in 2009, we voluntarily increased the
transaction fee rebate for our latest U.S. buyout fund (CP V) and our latest European buyout fund (CEP III) from 65%
to 80%, and voluntarily reduced CEP III management fees by 20% for the years 2011 and 2012. We have also waived
management fees on certain leveraged finance vehicles at various times to improve returns.

We may not be successful in expanding into new investment strategies, markets and businesses, which could
adversely affect our business, results of operations and financial condition.

Our growth strategy is based, in part, on the expansion of our platform through selective investment in, and
development or acquisition of, alternative asset management businesses or other businesses complementary to our
business. This strategy can range from smaller-sized lift-outs of investment teams to strategic alliances or acquisitions.
This growth strategy involves a number of risks, including the risk that the expected synergies from an acquisition or
strategic alliance will not be realized, that the expected results will not be achieved or that the investment process,
controls and procedures that we have developed around our existing platform will prove insufficient or inadequate in
the new investment strategy. We may also incur significant charges in connection with such acquisitions and
investments and they may also potentially result in significant losses and costs. For instance, in 2007, we made an
investment in a multi-strategy hedge fund joint venture, which we liquidated at a significant loss in 2008 amid
deteriorating market conditions and global financial turmoil. Similarly, in 2006, we established an investment fund,
which invested primarily in U.S. agency mortgage-backed securities. Beginning in March 2008, there was an
unprecedented deterioration in the market for U.S. agency mortgage backed securities and the fund was forced to enter
liquidation, resulting in a recorded loss for us of approximately $152 million. Such losses could adversely impact our
business, results of operations and financial condition, as well as do harm to our professional reputation.

The success of our growth strategy will depend on, among other things:
the availability of suitable opportunities;

the level of competition from other companies that may have greater financial resources;
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our ability to obtain requisite approvals and licenses from the relevant governmental authorities and to comply
with applicable laws and regulations without incurring undue costs and delays; and
our ability to successfully negotiate and enter into beneficial arrangements with our counterparties.

Moreover, even if we are able to identify and successfully negotiate and complete an acquisition, these types of
transactions can be complex and we may encounter unexpected difficulties or incur unexpected costs including:

the diversion of management s attention to integration matters;
difficulties and costs associated with the integration of operations and systems;
difficulties and costs associated with the assimilation of employees; and

the risk that a change in ownership will negatively impact the relationship between an acquiree and the
investors in its investment vehicles.

Each transaction may also present additional unique challenges. For example, our investment in AlpInvest faces the
risk that the other asset managers in whose funds AlpInvest invests may no longer be willing to provide AlpInvest
with investment opportunities as favorable as in the past, if at all.

Our organizational documents do not limit our ability to enter into new lines of business, and we may, from time to
time, expand into new investment strategies, geographic markets and businesses, each of which may result in
additional risks and uncertainties in our businesses.

We intend, to the extent that market conditions warrant, to seek to grow our businesses and expand into new
investment strategies, geographic markets and businesses. Moreover, our organizational documents do not limit us to
the asset management business. To the extent that we make strategic investments or acquisitions in new geographic
markets or businesses, undertake other related strategic initiatives or enter into a new line of business, we may face
numerous risks and uncertainties, including risks associated with the following:

the required investment of capital and other resources;

the possibility that we have insufficient expertise to engage in such activities profitably or without incurring
inappropriate amounts of risk;

the combination or integration of operational and management systems and controls; and

the broadening of our geographic footprint, including the risks associated with conducting operations in certain
foreign jurisdictions where we currently have no presence.

Further, entry into certain lines of business may subject us to new laws and regulations with which we are not familiar
or from which we are currently exempt, and may lead to increased litigation and regulatory risk. If a new business
generates insufficient revenue or if we are unable to efficiently manage our expanded operations, our results of
operations may be adversely affected.

Our strategic initiatives may include joint ventures, which may subject us to additional risks and uncertainties in that
we may be dependent upon, and subject to liability, losses or reputational damage relating to, systems, controls and
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in additional joint venture opportunities in the future if we believe that operating in such a structure is in our best
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future or that we will be able to identify acceptable joint venture partners in the future or that our participation in any
additional joint venture opportunities will be successful.
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Although not enacted, the U.S. Congress has considered legislation that would have: (i) in some cases after a
ten-year transition period, precluded us from qualifying as a partnership for U.S. federal income tax purposes or
required us to hold carried interest through taxable subsidiary corporations; and (ii) taxed certain income and
gains at increased rates. If any similar legislation were to be enacted and apply to us, the after tax income and gain
related to our business, as well as our distributions to you and the market price of our common units, could be
reduced.

Over the past several years, a number of legislative and administrative proposals have been introduced and, in certain
cases, have been passed by the U.S. House of Representatives. In May 2010, the U.S. House of Representatives
passed legislation, or May 2010 House bill, that would have, in general, treated income and gains now treated as
capital gains, including gain on disposition of interests, attributable to an investment services partnership interest

( ISPI ) as income subject to a new blended tax rate that is higher than the capital gains rate applicable to such income
under current law, except to the extent such ISPI would have been considered under the legislation to be a qualified
capital interest. Your interest in us, our interest in Carlyle Holdings II L.P. and the interests that Carlyle Holdings II
L.P. holds in entities that are entitled to receive carried interest may have been classified as ISPIs for purposes of this
legislation. The U.S. Senate considered but did not pass similar legislation. Recently, on February 14, 2012,
Representative Levin introduced similar legislation, or 2012 Levin bill, that would generally tax carried interest at
ordinary income rates. Unlike previous proposals, the 2012 Levin bill includes exceptions, including exceptions for
interests in publicly traded partnerships like The Carlyle Group L.P., that would not recharacterize all of the gain from
a disposition of units as ordinary income. It is unclear when or whether the U.S. Congress will vote on this legislation
or what provisions will be included in any legislation, if enacted.

Both the May 2010 House bill and the 2012 Levin bill provide that, for taxable years beginning 10 years after the date
of enactment, income derived with respect to an ISPI that is not a qualified capital interest and that is subject to the
rules discussed above would not meet the qualifying income requirements under the publicly traded partnership rules.
Therefore, if similar legislation is enacted, following such ten-year period, we would be precluded from qualifying as
a partnership for U.S. federal income tax purposes or be required to hold all such ISPIs through corporations, possibly
U.S. corporations. If we were taxed as a U.S. corporation or required to hold all ISPIs through corporations, our
effective tax rate would increase significantly. The federal statutory rate for corporations is currently 35%. In addition,
we could be subject to increased state and local taxes. Furthermore, you could be subject to tax on our conversion into
a corporation or any restructuring required in order for us to hold our ISPIs through a corporation.

On September 12, 2011, the Obama administration submitted similar legislation to Congress in the American Jobs Act
that would tax income and gain, now treated as capital gains, including gain on disposition of interests, attributable to
an ISPI at rates higher than the capital gains rate applicable to such income under current law, except to the extent
such ISPI would be considered to be a qualified capital interest. The proposed legislation would also characterize
certain income and gain in respect of ISPIs as non-qualifying income under the publicly traded partnership rules after
a ten-year transition period from the effective date, with an exception for certain qualified capital interests. This
proposed legislation follows several prior statements by the Obama administration in support of changing the taxation
of carried interest. Furthermore, in the American Jobs Act and in the Obama administration s published revenue
proposal for 2013, the Obama administration proposed that current law regarding the treatment of carried interest be
changed to subject such income to ordinary income tax (which is taxed at a higher rate than the proposed blended tax
rate under the House legislation). The Obama administration s published revenue proposals for 2010, 2011 and 2012
contained similar proposals.

More recently, on February 22, 2012, the Obama administration announced its framework of key elements to change
the U.S. federal income tax rules for businesses. Few specifics were included, and it is unclear what any actual
legislation would provide, when it would be proposed or what its prospects for enactment would be. Several parts of
the framework if enacted could adversely affect
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us. First, the framework would reduce the deductibility of interest for corporations in some manner not specified. A
reduction in interest deductions could increase our tax rate and thereby reduce cash available for distribution to

investors or for other uses by us. Such a reduction could also increase the effective cost of financing by companies in
which we invest, which could reduce the value of our carried interest in respect of such companies. The framework
suggests some entities currently treated as partnerships for tax purposes should be subject to an entity-level income tax
similar to the corporate income tax. If such a proposal caused us to be subject to additional entity-level taxes, it could
reduce cash available for distribution to investors or for other uses by us. Finally, the framework reiterates the

President s support for treatment of carried interest as ordinary income, as provided in the President s revenue proposal
for 2013 described above. Because the framework did not include specifics, its effect on us is unclear, but the
framework reflects a commitment by the President to try to change the tax law in ways that could be adverse to us.

States and other jurisdictions have also considered legislation to increase taxes with respect to carried interest. For
example, New York considered legislation under which you, even if a non-resident, could be subject to New York
state income tax on income in respect of our common units as a result of certain activities of our affiliates in New
York. This legislation would have been retroactive to January 1, 2010. It is unclear when or whether similar
legislation will be enacted. In addition, states and other jurisdictions have considered legislation to increase taxes
involving other aspects of our structure. In addition, states and other jurisdictions have considered and enacted
legislation which could increase taxes imposed on our income and gain. For example, the District of Columbia has
recently passed legislation that could expand the portion of our income that could be subject to District of Columbia
income tax.

We will expend significant financial and other resources to comply with the requirements of being a public entity.

As a public entity, we will be subject to the reporting requirements of the Securities Exchange Act of 1934, as

amended (the Exchange Act ), and requirements of the Sarbanes-Oxley Act of 2002 (the Sarbanes-Oxley Act ). These
requirements may place a strain on our systems and resources. The Exchange Act requires that we file annual,

quarterly and current reports with respect to our business and financial condition. The Sarbanes-Oxley Act requires

that we maintain effective disclosure controls and procedures and internal controls over financial reporting, which is
discussed below. See  Our internal controls over financial reporting do not currently meet all of the standards
contemplated by Section 404 of the Sarbanes-Oxley Act, and failure to achieve and maintain effective internal

controls over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act could have a material
adverse effect on our business and common unit price. In order to maintain and improve the effectiveness of our
disclosure controls and procedures, significant resources and management oversight will be required. We will be
implementing additional procedures and processes for the purpose of addressing the standards and requirements
applicable to public companies. These activities may divert management s attention from other business concerns,
which could have a material adverse effect on our business, financial condition, results of operations and cash flows.

We expect to incur significant additional annual expenses related to these steps and, among other things, additional
directors and officers liability insurance, director fees, reporting requirements of the Securities and Exchange
Commission (the SEC ), transfer agent fees, hiring additional accounting, legal and administrative personnel, increased
auditing and legal fees and similar expenses.

Our internal controls over financial reporting do not currently meet all of the standards contemplated by

Section 404 of the Sarbanes-Oxley Act, and failure to achieve and maintain effective internal controls over
financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act could have a material adverse effect
on our business and common unit price.

We have not previously been required to comply with the requirements of the Sarbanes-Oxley Act, including the
internal control evaluation and certification requirements of Section 404 of that
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statute ( Section 404 ), and we will not be required to comply with all of those requirements until we have been subject
to the reporting requirements of the Exchange Act for a specified period of time. Accordingly, our internal controls

over financial reporting do not currently meet all of the standards contemplated by Section 404 that we will eventually
be required to meet. We are in the process of addressing our internal controls over financial reporting and are
establishing formal policies, processes and practices related to financial reporting and to the identification of key
financial reporting risks, assessment of their potential impact and linkage of those risks to specific areas and activities
within our organization.

Additionally, we have begun the process of documenting our internal control procedures to satisfy the requirements of
Section 404, which requires annual management assessments of the effectiveness of our internal controls over
financial reporting and a report by our independent registered public accounting firm addressing these assessments.
Because we do not currently have comprehensive documentation of our internal controls and have not yet tested our
internal controls in accordance with Section 404, we cannot conclude in accordance with Section 404 that we do not
have a material weakness in our internal controls or a combination of significant deficiencies that could result in the
conclusion that we have a material weakness in our internal controls. As a public entity, we will be required to
complete our initial assessment in a timely manner. If we are not able to implement the requirements of Section 404 in
a timely manner or with adequate compliance, our operations, financial reporting or financial results could be
adversely affected, and our independent registered public accounting firm may not be able to certify as to the
adequacy of our internal controls over financial reporting. Matters impacting our internal controls may cause us to be
unable to report our financial information on a timely basis and thereby subject us to adverse regulatory consequences,
including sanctions by the SEC or violations of applicable stock exchange listing rules, and result in a breach of the
covenants under the agreements governing any of our financing arrangements. There could also be a negative reaction
in the financial markets due to a loss of investor confidence in us and the reliability of our financial statements.
Confidence in the reliability of our financial statements could also suffer if our independent registered public
accounting firm were to report a material weakness in our internal controls over financial reporting. This could
materially adversely affect us and lead to a decline in our common unit price.

Operational risks may disrupt our businesses, result in losses or limit our growth.

We rely heavily on our financial, accounting, information and other data processing systems. If any of these systems
do not operate properly or are disabled or if there is any unauthorized disclosure of data, whether as a result of
tampering, a breach of our network security systems, a cyber incident or attack or otherwise, we could suffer
substantial financial loss, increased costs, a disruption of our businesses, liability to our funds and fund investors
regulatory intervention or reputational damage. In addition, we operate in businesses that are highly dependent on
information systems and technology. Our information systems and technology may not continue to be able to
accommodate our growth, and the cost of maintaining such systems may increase from its current level. Such a failure
to accommodate growth, or an increase in costs related to such information systems, could have a material adverse
effect on us.

Furthermore, we depend on our headquarters in Washington, D.C., where most of our administrative and operations
personnel are located, and our office in Arlington, Virginia, which houses our treasury and finance functions, for the
continued operation of our business. A disaster or a disruption in the infrastructure that supports our businesses,
including a disruption involving electronic communications or other services used by us or third parties with whom
we conduct business, or directly affecting our headquarters, could have a material adverse impact on our ability to
continue to operate our business without interruption. Our disaster recovery programs may not be sufficient to
mitigate the harm that may result from such a disaster or disruption. In addition, insurance and other safeguards might
only partially reimburse us for our losses, if at all.
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In addition, sustaining our growth will also require us to commit additional management, operational and financial
resources to identify new professionals to join our firm and to maintain appropriate operational and financial systems
to adequately support expansion. Due to the fact that the market for hiring talented professionals is competitive, we
may not be able to grow at the pace we desire.

Extensive regulation in the United States and abroad affects our activities and creates the potential for significant
liabilities and penalties.

Our business is subject to extensive regulation, including periodic examinations, by governmental agencies and
self-regulatory organizations in the jurisdictions in which we operate around the world. Many of these regulators are
empowered to conduct investigations and administrative proceedings that can result in fines, suspensions of personnel
or other sanctions, including censure, the issuance of cease-and-desist orders or the suspension or expulsion of a
broker-dealer or investment adviser from registration or memberships. Even if an investigation or proceeding does not
result in a sanction or the sanction imposed against us or our personnel by a regulator were small in monetary amount,
the adverse publicity relating to the investigation, proceeding or imposition of these sanctions could harm our
reputation and cause us to lose existing fund investors or fail to gain new investors or discourage others from doing
business with us. Some of our investment funds invest in businesses that operate in highly regulated industries,
including in businesses that are regulated by the U.S. Federal Communications Commission and U.S. federal and state
banking authorities. The regulatory regimes to which such businesses are subject may, among other things, condition
our funds ability to invest in those businesses upon the satisfaction of applicable ownership restrictions or
qualification requirements. Moreover, our failure to obtain or maintain any regulatory approvals necessary for our
funds to invest in such industries may disqualify our funds from participating in certain investments or require our
funds to divest themselves of certain assets. In addition, we regularly rely on exemptions from various requirements of
the Securities Act of 1933, as amended (the Securities Act ), the Exchange Act, the Investment Company Act of 1940,
as amended (the 1940 Act ), and the U.S. Employee Retirement Income Security Act of 1974, as amended ( ERISA ), in
conducting our asset management activities in the United States. Similarly, in conducting our asset management
activities outside the United States, we rely on available exemptions from the regulatory regimes of various foreign
jurisdictions. These exemptions from regulation within the United States and abroad are sometimes highly complex
and may in certain circumstances depend on compliance by third parties whom we do not control. If for any reason
these exemptions were to become unavailable to us, we could become subject to regulatory action or third-party
claims and our business could be materially and adversely affected. Moreover, the requirements imposed by our
regulators are designed primarily to ensure the integrity of the financial markets and to protect investors in our funds
and are not designed to protect our common unitholders. Consequently, these regulations often serve to limit our
activities and impose burdensome compliance requirements. See Business Regulatory and Compliance Matters.

We may become subject to additional regulatory and compliance burdens as we expand our product offerings and
investment platform. For example, if we were to sponsor a registered investment company under the 1940 Act, such
registered investment company and our subsidiary that serves as its investment adviser would be subject to the 1940
Act and the rules thereunder, which, among other things, regulate the relationship between a registered investment
company and its investment adviser and prohibit or severely restrict principal transactions and joint transactions. This
could increase our compliance costs and create the potential for additional liabilities and penalties.

Regulatory changes in the United States could adversely affect our business and the possibility of increased
regulatory focus could result in additional burdens and expenses on our business.

As a result of the financial crisis and highly publicized financial scandals, investors have exhibited concerns over the

integrity of the U.S. financial markets and the domestic regulatory environment in which we operate in the United
States. There has been an active debate over the
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appropriate extent of regulation and oversight of private investment funds and their managers. We may be adversely
affected as a result of new or revised legislation or regulations imposed by the SEC or other U.S. governmental
regulatory authorities or self-regulatory organizations that supervise the financial markets. We also may be adversely
affected by changes in the interpretation or enforcement of existing laws and rules by these governmental authorities
and self-regulatory organizations. Regulatory focus on our industry is likely to intensify if, as has happened from time
to time, the alternative asset management industry falls into disfavor in popular opinion or with state and federal
legislators, as the result of negative publicity or otherwise.

On July 21, 2010, President Obama signed into law the Dodd-Frank Wall Street Reform and Consumer Protection Act
(the Dodd-Frank Act ), which imposes significant new regulations on almost every aspect of the U.S. financial services
industry, including aspects of our business. Among other things, the Dodd-Frank Act includes the following

provisions, which could have an adverse impact on our ability to conduct our business:

The Dodd-Frank Act establishes the Financial Stability Oversight Council (the FSOC ), a federal agency acting
as the financial system s systemic risk regulator with the authority to review the activities of nonbank financial
companies predominantly engaged in financial activities that are designated as systemically important. Such
designation is applicable to companies where material financial distress could pose risk to the financial stability
of the United States or if the nature, scope, size, scale, concentration, interconnectedness or mix of their
activities could pose a threat to U.S. financial stability. On October 11, 2011, the FSOC issued a proposed rule
and interpretive guidance regarding the process by which it will designate nonbank financial companies as
systemically important. The regulation details a three-stage process, with the level of scrutiny increasing at
each stage. During Stage 1, the FSOC will apply a broad set of uniform quantitative metrics to screen out
financial companies that do not warrant additional review. The FSOC will consider whether a company has at
least $50 billion in total consolidated assets and whether it meets other thresholds relating to credit default
swaps outstanding, derivative liabilities, loans and bonds outstanding, a minimum leverage ratio of total
consolidated assets to total equity of 15 to 1, and a short-term debt ratio of debt (with maturities less than

12 months) to total consolidated assets of 10%. A company that meets both the asset test and one of the other
thresholds will be subject to additional review. Although it is unlikely that we would be designated as
systemically important under the process outlined in the proposed rule, the designation criteria could evolve
over time. If the FSOC were to determine that we were a systemically important nonbank financial company,
we would be subject to a heightened degree of regulation, which could include a requirement to adopt
heightened standards relating to capital, leverage, liquidity, risk management, credit exposure reporting and
concentration limits, restrictions on acquisitions and being subject to annual stress tests by the Federal Reserve.

The Dodd-Frank Act, under what has become known as the Volcker Rule, generally prohibits depository
institution holding companies (including foreign banks with U.S. branches and insurance companies with U.S.
depository institution subsidiaries), insured depository institutions and subsidiaries and affiliates of such
entities from investing in or sponsoring private equity funds or hedge funds. The Volcker Rule is currently
scheduled to become effective on July 21, 2012 and is subject to certain transition periods and exceptions for
certain permitted activities that would enable certain institutions subject to the Volcker Rule to continue
investing in private equity funds under certain conditions. Although we do not currently anticipate that the
Volcker Rule will adversely affect our fundraising to any significant extent, there is uncertainty regarding the
implementation of the Volcker Rule and its practical implications and there could be adverse implications on
our ability to raise funds from the types of entities mentioned above as a result of this prohibition. On October
11, 2011, the Federal Reserve and other federal regulatory agencies issued a proposed rule implementing the
Volcker Rule.
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The Dodd-Frank Act requires many private equity and hedge fund advisers to register with the SEC under the
Advisers Act, to maintain extensive records and to file reports with information that the regulators identify as
necessary for monitoring systemic risk. Although a Carlyle subsidiary has been registered as an investment
adviser for over 15 years, the Dodd-Frank Act will affect our business and operations, including increasing
regulatory costs, imposing additional burdens on our staff and potentially requiring the disclosure of sensitive
information.

The Dodd-Frank Act authorizes federal regulatory agencies to review and, in certain cases, prohibit
compensation arrangements at financial institutions that give employees incentives to engage in conduct
deemed to encourage inappropriate risk taking by covered financial institutions. Such restrictions could limit
our ability to recruit and retain investment professionals and senior management executives.

The Dodd-Frank Act requires public companies to adopt and disclose policies requiring, in the event the
company is required to issue an accounting restatement, the clawback of related incentive compensation from
current and former executive officers.

The Dodd-Frank Act amends the Exchange Act to compensate and protect whistleblowers who voluntarily
provide original information to the SEC and establishes a fund to be used to pay whistleblowers who will be
entitled to receive a payment equal to between 10% and 30% of certain monetary sanctions imposed in a
successful government action resulting from the information provided by the whistleblower.

Many of these provisions are subject to further rulemaking and to the discretion of regulatory bodies, such as the
FSOC.

In June 2010, the SEC approved Rule 206(4)-5 under the Advisers Act regarding pay to play practices by investment
advisers involving campaign contributions and other payments to government clients and elected officials able to exert
influence on such clients. The rule prohibits investment advisers from providing advisory services for compensation to
a government client for two years, subject to very limited exceptions, after the investment adviser, its senior

executives or its personnel involved in soliciting investments from government entities make contributions to certain
candidates and officials in position to influence the hiring of an investment adviser by such government client.
Adpvisers are required to implement compliance policies designed, among other matters, to track contributions by
certain of the adviser s employees and engagement of third parties that solicit government entities and to keep certain
records in order to enable the SEC to determine compliance with the rule. Any failure on our part to comply with the
rule could expose us to significant penalties and reputational damage. In addition, there have been similar rules on a
state-level regarding pay to play practices by investment advisers. For example, in May 2009, we reached resolution
with the Office of the Attorney General of the State of New York (the NYAG ) regarding its inquiry into the use of
placement agents by various asset managers, including Carlyle, to solicit New York public pension funds for private
equity and hedge fund investment commitments. We made a $20 million payment to New York State as part of this
resolution in November 2009 and agreed to adopt the NYAG s Code of Conduct.

In September 2010, California enacted legislation, which became effective in January 2011, requiring placement

agents who solicit funds from the California state retirement systems, such as CalPERS and the California State
Teachers Retirement System, to register as lobbyists. In addition to increased reporting requirements, the legislation
prohibits placement agents from receiving contingent compensation for soliciting investments from California state
retirement systems. New York City has enacted similar measures, which became effective on January 1, 2011, that
require asset management firms and their employees that solicit investments from New York City s five public pension
systems to register as lobbyists. Like the California legislation, the New York City measures impose significant
compliance obligations on registered lobbyists and their employers, including annual registration fees, periodic
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similar legislation as that enacted in California and New York City or adopt regulations or procedures with similar
effect. These types of measures could materially and adversely impact our business.

It is impossible to determine the extent of the impact on us of the Dodd-Frank Act or any other new laws, regulations
or initiatives that may be proposed or whether any of the proposals will become law. Any changes in the regulatory
framework applicable to our business, including the changes described above, may impose additional costs on us,
require the attention of our senior management or result in limitations on the manner in which we conduct our
business. Moreover, as calls for additional regulation have increased, there may be a related increase in regulatory
investigations of the trading and other investment activities of alternative asset management funds, including our
funds. Compliance with any new laws or regulations could make compliance more difficult and expensive, affect the
manner in which we conduct our business and adversely affect our profitability.

Recent regulatory changes in jurisdictions outside the United States could adversely affect our business.

Similar to the environment in the United States, the current environment in jurisdictions outside the United States in
which we operate, in particular Europe, has become subject to further regulation. Governmental regulators and other
authorities in Europe have proposed or implemented a number of initiatives and additional rules and regulations that
could adversely affect our business.

In October 2010, the EU Council of Ministers adopted a directive to amend the revised Capital Requirements

Directive ( CRD III ), which, among other things, requires European Union ( EU ) member states to introduce stricter
control on remuneration of key employees and risk takers within specific credit institutions and investment firms. The
Financial Services Authority (the FSA ) has implemented CRD III by amending its remuneration code although the
extent of the regulatory impact will differ depending on a firm s size and the nature of its activities.

In addition, in November 2010, the European Parliament voted to approve the EU Directive on Alternative Investment
Fund Managers (the EU Directive ), which establishes a new EU regulatory regime for alternative investment fund
managers, including private equity and hedge fund managers. The EU Directive generally applies to managers with a
registered office in the EU (or managing an EU-based fund vehicle), as well as non-EU-based managers that market
securities of alternative investment funds in the European Union. In general, the EU Directive will have a staged
implementation over a period of years beginning in mid-2013 for EU-based managers (or EU-based funds) and no
later than 2018 for non-EU-based managers marketing non-EU-based funds into the European Union. Compliance
with the EU Directive will subject us to a number of additional requirements, including rules relating to the
remuneration of certain personnel (principally adopting the provisions of CRD III referred to above), certain capital
requirements for alternative investment fund managers, leverage oversight for each investment fund, liquidity
management and retention of depositories for each investment fund. Compliance with the requirements of the EU
Directive will impose additional compliance expense for us and could reduce our operating flexibility and fund raising
opportunities.

In December 2011, China s National Development and Reform Commission issued a new circular regulating the
activities of private equity funds established in China. The circular includes new rules relating to the establishment,
fundraising and investment scope of such funds; risk control mechanisms; basic responsibilities and duties of fund
managers; information disclosure systems; and record filing. Compliance with these requirements may impose
additional expense, affect the manner in which we conduct our business and adversely affect our profitability.

Our investment businesses are subject to the risk that similar measures might be introduced in other countries in which
our funds currently have investments or plan to invest in the future, or that other legislative or regulatory measures
that negatively affect their respective portfolio investments might be promulgated in any of the countries in which
they invest. The reporting related to such
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initiatives may divert the attention of our personnel and the management teams of our portfolio companies. Moreover,
sensitive business information relating to us or our portfolio companies could be publicly released.

See Risks Related to Our Business Operations Our funds make investments in companies that are based outside of the
United States, which may expose us to additional risks not typically associated with investments in companies that are
based in the United States and Business Regulatory and Compliance Matters for more information.

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

The investment decisions we make in our asset management business and the activities of our investment
professionals on behalf of portfolio companies of our carry funds may subject them and us to the risk of third-party
litigation arising from investor dissatisfaction with the performance of those investment funds, the activities of our
portfolio companies and a variety of other litigation claims and regulatory inquiries and actions. From time to time we
and our portfolio companies have been and may be subject to regulatory actions and shareholder class action suits
relating to transactions in which we have agreed to acquire public companies.

For example, on February 14, 2008, a private class action lawsuit challenging club bids and other alleged
anti-competitive business practices was filed in the U.S. District Court for the District of Massachusetts. The
complaint alleges, among other things, that certain private equity firms, including Carlyle, violated Section 1 of the
Sherman Antitrust Act of 1890 (the Sherman Act ) by forming multi-sponsor consortiums for the purpose of bidding
collectively in corporate buyout auctions in certain going private transactions, which the plaintiffs allege constitutes a
conspiracy in restraint of trade. It is difficult to determine what impact, if any, this litigation (and any future related
litigation), together with any increased governmental scrutiny or regulatory initiatives, will have on the private equity
industry generally or on us and our funds specifically. As a result, the foregoing could have an adverse impact on us or
otherwise impede our ability to effectively achieve our asset management objectives. See Business Legal Proceedings
for more information on this and other proceedings.

In addition, to the extent that investors in our investment funds suffer losses resulting from fraud, gross negligence,
willful misconduct or other similar misconduct, investors may have remedies against us, our investment funds, our
principals or our affiliates under the federal securities laws and/or state law. The general partners and investment
advisers to our investment funds, including their directors, officers, other employees and affiliates, are generally
indemnified with respect to their conduct in connection with the management of the business and affairs of our private
equity funds. For example, we have agreed to indemnify directors and officers of Carlyle Capital Corporation Limited
in connection with the matters involving that fund discussed under Business Legal Proceedings. However, such
indemnity generally does not extend to actions determined to have involved fraud, gross negligence, willful
misconduct or other similar misconduct.

If any lawsuits were brought against us and resulted in a finding of substantial legal liability, the lawsuit could
materially adversely affect our business, results of operations or financial condition or cause significant reputational
harm to us, which could materially impact our business. We depend to a large extent on our business relationships and
our reputation for integrity and high-caliber professional services to attract and retain investors and to pursue
investment opportunities for our funds. As a result, allegations of improper conduct by private litigants or
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regulators, whether the ultimate outcome is favorable or unfavorable to us, as well as negative publicity and press
speculation about us, our investment activities or the private equity industry in general, whether or not valid, may
harm our reputation, which may be more damaging to our business than to other types of businesses.

In addition, with a workforce composed of many highly paid professionals, we face the risk of litigation relating to
claims for compensation, which may, individually or in the aggregate, be significant in amount. The cost of settling
any such claims could negatively impact our business, results of operations and financial condition.

Employee misconduct could harm us by impairing our ability to attract and retain investors in our funds and
subjecting us to significant legal liability and reputational harm. Fraud and other deceptive practices or other
misconduct at our portfolio companies could harm performance.

There is a risk that our employees could engage in misconduct that adversely affects our business. Our ability to
attract and retain investors and to pursue investment opportunities for our funds depends heavily upon the reputation
of our professionals, especially our senior Carlyle professionals. We are subject to a number of obligations and
standards arising from our asset management business and our authority over the assets managed by our asset
management business. The violation of these obligations and standards by any of our employees would adversely
affect our clients and us. Our business often requires that we deal with confidential matters of great significance to
companies in which our funds may invest. If our employees were to use or disclose confidential information
improperly, we could suffer serious harm to our reputation, financial position and current and future business
relationships, as well as face potentially significant litigation. It is not always possible to detect or deter employee
misconduct, and the extensive precautions we take to detect and prevent this activity may not be effective in all cases.
If any of our employees were to engage in misconduct or were to be accused of such misconduct, whether or not
substantiated, our business and our reputation could be adversely affected and a loss of investor confidence could
result, which would adversely impact our ability to raise future funds.

We will also be adversely affected if there is misconduct by senior management of portfolio companies in which our
funds invest. Such misconduct might undermine our due diligence efforts with respect to such companies and it might
negatively affect the valuation of a fund s investments.

In recent years, the U.S. Department of Justice (the DOJ ) and the SEC have devoted greater resources to enforcement
of the Foreign Corrupt Practices Act (the FCPA ). In addition, the United Kingdom has recently significantly expanded
the reach of its anti-bribery laws. While we have developed and implemented policies and procedures designed to

ensure strict compliance by us and our personnel with the FCPA, such policies and procedures may not be effective in

all instances to prevent violations. Any determination that we have violated the FCPA or other applicable

anti-corruption laws could subject us to, among other things, civil and criminal penalties, material fines, profit
disgorgement, injunctions on future conduct, securities litigation and a general loss of investor confidence, any one of
which could adversely affect our business prospects, financial position or the market value of our common units.

Certain policies and procedures implemented to mitigate potential conflicts of interest and address certain
regulatory requirements may reduce the synergies across our various businesses and inhibit our ability to maintain
our collaborative culture.

We consider our One Carlyle philosophy and the ability of our professionals to communicate and collaborate across
funds, industries and geographies one of our significant competitive strengths. As a result of the expansion of our
platform into various lines of business in the alternative asset management industry we are currently, and as we
continue to develop our managed account business and expand we will be, subject to a number of actual and potential
conflicts of interest and subject to greater regulatory oversight than that to which we would
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otherwise be subject if we had just one line of business. In addition, as we expand our platform, the allocation of
investment opportunities among our investment funds may become more complex. In addressing these conflicts and
regulatory requirements across our various businesses, we have and may continue to implement certain policies and
procedures (for example, information barriers) that may reduce the positive synergies that we cultivate across these
businesses through our One Carlyle approach. For example, although we maintain ultimate control over Alplnvest,
Alplnvest s historical management team (who are our employees) will continue to exercise independent investment
authority without involvement by other Carlyle personnel. See ~ Risks Related to Our Business Operations Our Fund
of Funds Solutions business is subject to additional risks. In addition, we may come into possession of material
non-public information with respect to issuers in which we may be considering making an investment. As a
consequence, we may be precluded from providing such information or other ideas to our other businesses that benefit
from such information.

Risks Related to Our Business Operations

Poor performance of our investment funds would cause a decline in our revenue, income and cash flow, may
obligate us to repay carried interest previously paid to us, and could adversely affect our ability to raise capital for
future investment funds.

In the event that any of our investment funds were to perform poorly, our revenue, income and cash flow could
decline. In some of our funds, such as our hedge funds, a reduction in the value of our AUM in such funds could result
in a reduction in management fees and incentive fees we earn. In other funds managed by us, such as our private
equity funds, a reduction in the value of the portfolio investments held in such funds could result in a reduction in the
carried interest we earn. Moreover, we could experience losses on our investments of our own capital as a result of
poor investment performance by our investment funds. Furthermore, if, as a result of poor performance of later
investments in a carry fund s or fund of funds vehicle s life, the fund does not achieve certain investment returns for the
fund over its life, we will be obligated to repay the amount by which carried interest that was previously distributed to
us exceeds the amount to which we are ultimately entitled. These repayment obligations may be related to amounts
previously distributed to our senior Carlyle professionals prior to the completion of this offering, with respect to

which our common unitholders did not receive any benefit. See ~ We may need to pay giveback obligations if and
when they are triggered under the governing agreements with our investors.

Poor performance of our investment funds could make it more difficult for us to raise new capital. Investors in carry
funds and fund of funds vehicles might decline to invest in future investment funds we raise and investors in hedge
funds or other investment funds might withdraw their investments as a result of the poor performance of the
investment funds in which they are invested. Investors and potential investors in our funds continually assess our
investment funds performance, and our ability to raise capital for existing and future investment funds and avoid
excessive redemption levels will depend on our investment funds continued satisfactory performance. Accordingly,
poor fund performance may deter future investment in our funds and thereby decrease the capital invested in our funds
and ultimately, our management fee income. Alternatively, in the face of poor fund performance, investors could
demand lower fees or fee concessions for existing or future funds which would likewise decrease our revenue.

Our asset management business depends in large part on our ability to raise capital from third-party investors. If
we are unable to raise capital from third-party investors, we would be unable to collect management fees or deploy
their capital into investments and potentially collect transaction fees or carried interest, which would materially
reduce our revenue and cash flow and adversely affect our financial condition.

Our ability to raise capital from third-party investors depends on a number of factors, including certain factors that are
outside our control. Certain factors, such as the performance of the stock market,
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the pace of distributions from our funds and from the funds of other asset managers or the asset allocation rules or
regulations or investment policies to which such third-party investors are subject, could inhibit or restrict the ability of
third-party investors to make investments in our investment funds. For example, during 2008 and 2009, many
third-party investors that invest in alternative assets and have historically invested in our investment funds
experienced significant volatility in valuations of their investment portfolios, including a significant decline in the
value of their overall private equity, real assets, venture capital and hedge fund portfolios, which affected our ability to
raise capital from them. Coupled with a lack of distributions from their existing private equity and real assets
portfolios, many of these investors were left with disproportionately outsized remaining commitments to, and invested
capital in, a number of investment funds, which significantly limited their ability to make new commitments to
third-party managed investment funds such as those advised by us. Although economic conditions have improved and
many investors have increased the amount of commitments they are making to alternative investment funds, there can
be no assurance that this will continue. Moreover, as some existing investors cease or significantly curtail making
commitments to alternative investment funds, we may need to identify and attract new investors in order to maintain
or increase the size of our investment funds. There can be no assurances that we can find or secure commitments from
those new investors. Our ability to raise new funds could similarly be hampered if the general appeal of private equity
and alternative investments were to decline. An investment in a limited partner interest in a private equity fund is
more illiquid and the returns on such investment may be more volatile than an investment in securities for which there
is a more active and transparent market. Private equity and alternative investments could fall into disfavor as a result
of concerns about liquidity and short-term performance. Such concerns could be exhibited, in particular, by public
pension funds, which have historically been among the largest investors in alternative assets. Many public pensions
are significantly underfunded and their funding problems have been exacerbated by the recent economic downturn.
Concerns with liquidity could cause such public pension funds to reevaluate the appropriateness of alternative
investments. In addition, the evolving preferences of our fund investors may necessitate that alternatives to the
traditional investment fund structure, such as managed accounts, smaller funds and co-investment vehicles, become a
larger part of our business going forward. This could increase our cost of raising capital at the scale we have
historically achieved.

The failure to successfully raise capital commitments to new investment funds may also expose us to credit risk in
respect of financing that we may provide such funds. When existing capital commitments to a new investment fund
are insufficient to fund in full a new investment fund s participation in a transaction, we may lend money to or borrow
money from financial institutions on behalf of such investment funds to bridge this difference and repay this financing
with capital from subsequent investors to the fund. Our inability to identify and secure capital commitments from new
investors to these funds may expose us to losses (in the case of money that we lend directly to such funds) or
adversely impact our ability to repay such borrowings or otherwise have an adverse impact on our liquidity position.
Finally, if we seek to expand into other business lines, we may also be unable to raise a sufficient amount of capital to
adequately support such businesses.

The failure of our investment funds to raise capital in sufficient amounts could result in a decrease in our AUM as
well as management fee and transaction fee revenue, or could result in a decline in the rate of growth of our AUM and
management fee and transaction fee revenue, any of which could have a material adverse impact on our revenues and
financial condition. Our past experience with growth of AUM provides no assurance with respect to the future. For
example, our next generation of large buyout and other funds could be smaller in overall size than our current large
buyout and other funds. There can be no assurance that any of our business segments will continue to experience
growth in AUM.

Some of our fund investors may have concerns about the prospect of our becoming a publicly traded company,
including concerns that as a public company we will shift our focus from the interests of our fund investors to those of
our common unitholders. Some of our fund investors may believe that we will strive for near-term profit instead of
superior risk-adjusted returns for our fund investors over time or
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grow our AUM for the purpose of generating additional management fees without regard to whether we believe there
are sufficient investment opportunities to effectively deploy the additional capital. There can be no assurance that we
will be successful in our efforts to address such concerns or to convince fund investors that our decision to pursue this
offering will not affect our longstanding priorities or the way we conduct our business. A decision by a significant
number of our fund investors not to commit additional capital to our funds or to cease doing business with us
altogether could inhibit our ability to achieve our investment objectives and could have a material adverse effect on
our business and financial condition.

Our investors in future funds may negotiate to pay us lower management fees and the economic terms of our
future funds may be less favorable to us than those of our existing funds, which could adversely affect our
revenues.

In connection with raising new funds or securing additional investments in existing funds, we negotiate terms for such
funds and investments with existing and potential investors. The outcome of such negotiations could result in our
agreement to terms that are materially less favorable to us than the terms of prior funds we have advised or funds
advised by our competitors. Such terms could restrict our ability to raise investment funds with investment objectives
or strategies that compete with existing funds, reduce fee revenues we earn, reduce the percentage of profits on
third-party capital that we share in or add expenses and obligations for us in managing the fund or increase our
potential liabilities, all of which could ultimately reduce our profitability. For instance, we have confronted and expect
to continue to confront requests from a variety of investors and groups representing investors to increase the
percentage of transaction fees we share with our investors (or to decline to receive any transaction fees from portfolio
companies owned by our funds). To the extent we accommodate such requests, it would result in a decrease in the
amount of fee revenue we earn. Moreover, certain institutional investors have publicly criticized certain fund fee and
expense structures, including management fees. We have confronted and expect to continue to confront requests from
a variety of investors and groups representing investors to decrease fees and to modify our carried interest and
incentive fee structures, which could result in a reduction in or delay in the timing of receipt of the fees and carried
interest and incentive fees we earn. Any modification of our existing fee or carry arrangements or the fee or carry
structures for new investment funds could adversely affect our results of operations. See ~ The alternative asset
management business is intensely competitive.

In addition, we believe that certain institutional investors, including sovereign wealth funds and public pension funds,
could in the future demonstrate an increased preference for alternatives to the traditional investment fund structure,
such as managed accounts, smaller funds and co-investment vehicles. There can be no assurance that such alternatives
will be as efficient as the traditional investment fund structure, or as to the impact such a trend could have on the cost
of our operations or profitability if we were to implement these alternative investment structures. Moreover, certain
institutional investors are demonstrating a preference to in-source their own investment professionals and to make
direct investments in alternative assets without the assistance of private equity advisers like us. Such institutional
investors may become our competitors and could cease to be our clients.

Valuation methodologies for certain assets in our funds can involve subjective judgments, and the fair value of
assets established pursuant to such methodologies may be incorrect, which could result in the misstatement of fund
performance and accrued performance fees.

There are often no readily ascertainable market prices for a substantial majority of illiquid investments of our
investment funds. We determine the fair value of the investments of each of our investment funds at least quarterly
based on the fair value guidelines set forth by generally accepted accounting principles in the United States. The fair
value measurement accounting guidance establishes a hierarchal disclosure framework that ranks the observability of
market inputs used in measuring financial instruments at fair value. The observability of inputs is impacted by a
number of factors, including the type of financial instrument, the characteristics specific to the financial
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instrument and the state of the marketplace, including the existence and transparency of transactions between market
participants. Financial instruments with readily quoted prices, or for which fair value can be measured from quoted
prices in active markets, generally will have a higher degree of market price observability and a lesser degree of
judgment applied in determining fair value.

Investments for which market prices are not observable include private investments in the equity of operating
companies or real estate properties. Fair values of such investments are determined by reference to projected net
earnings, earnings before interest, taxes, depreciation and amortization ( EBITDA ), the discounted cash flow method,
comparable values in public market or private transactions, valuations for comparable companies and other measures
which, in many cases, are unaudited at the time received. Valuations may be derived by reference to observable
valuation measures for comparable companies or transactions (for example, multiplying a key performance metric of
the investee company or asset, such as EBITDA, by a relevant valuation multiple observed in the range of comparable
companies or transactions), adjusted by management for differences between the investment and the referenced
comparables, and in some instances by reference to option pricing models or other similar models. In determining fair
values of real estate investments, we also consider projected operating cash flows, sales of comparable assets,
replacement costs and capitalization rates ( cap rates ) analysis. Additionally, where applicable, projected distributable
cash flow through debt maturity will also be considered in support of the investment s carrying value. The fair values
of credit-oriented investments are generally determined on the basis of prices between market participants provided by
reputable dealers or pricing services. Specifically, for investments in distressed debt and corporate loans and bonds,

the fair values are generally determined by valuations of comparable investments. In some instances, other valuation
techniques, including the discounted cash flow method, may be used to value illiquid investments.

The determination of fair value using these methodologies takes into consideration a range of factors including but not
limited to the price at which the investment was acquired, the nature of the investment, local market conditions,
trading values on public exchanges for comparable securities, current and projected operating performance and
financing transactions subsequent to the acquisition of the investment. These valuation methodologies involve a
significant degree of management judgment. For example, as to investments that we share with another sponsor, we
may apply a different valuation methodology than the other sponsor does or derive a different value than the other
sponsor has derived on the same investment, which could cause some investors to question our valuations.

Because there is significant uncertainty in the valuation of, or in the stability of the value of, illiquid investments, the
fair values of such investments as reflected in an investment fund s net asset value do not necessarily reflect the prices
that would be obtained by us on behalf of the investment fund when such investments are realized. Realizations at
values significantly lower than the values at which investments have been reflected in prior fund net asset values
would result in reduced earnings or losses for the applicable fund, the loss of potential carried interest and incentive
fees and in the case of our hedge funds, management fees. Changes in values attributed to investments from quarter to
quarter may result in volatility in the net asset values and results of operations that we report from period to period.
Also, a situation where asset values turn out to be materially different than values reflected in prior fund net asset
values could cause investors to lose confidence in us, which could in turn result in difficulty in raising additional
funds.

The historical returns attributable to our funds, including those presented in this prospectus, should not be
considered as indicative of the future results of our funds or of our future results or of any returns expected on an
investment in our common units.

We have presented in this prospectus information relating to the historical performance of our investment funds. The
historical and potential future returns of the investment funds that we advise are not directly linked to returns on our
common units. Therefore, any continued positive performance of the investment funds that we advise will not
necessarily result in positive returns on
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an investment in our common units. However, poor performance of the investment funds that we advise would cause a
decline in our revenue from such investment funds, and could therefore have a negative effect on our performance, our
ability to raise future funds and in all likelihood the returns on an investment in our common units.

Moreover, with respect to the historical returns of our investment funds:

market conditions at times were significantly more favorable for generating positive performance, particularly
in our Corporate Private Equity and Real Assets businesses, than the market conditions we experienced in
recent years and may continue to experience for the foreseeable future;

the rates of returns of our carry funds reflect unrealized gains as of the applicable measurement date that may
never be realized, which may adversely affect the ultimate value realized from those funds investments;

unitholders will not benefit from any value that was created in our funds prior to your investment in our
common units to the extent such value has been realized;

in recent years, there has been increased competition for private equity investment opportunities resulting from
the increased amount of capital invested in alternative investment funds and high liquidity in debt markets, and
the increased competition for investments may reduce our returns in the future;

the rates of returns of some of our funds in certain years have been positively influenced by a number of
investments that experienced rapid and substantial increases in value following the dates on which those
investments were made, which may not occur with respect to future investments;

our investment funds returns in some years have benefited from investment opportunities and general market
conditions that may not repeat themselves (including, for example, particularly favorable borrowing conditions
in the debt markets during 2005, 2006 and early 2007), and our current or future investment funds might not be
able to avail themselves of comparable investment opportunities or market conditions; and

we may create new funds in the future that reflect a different asset mix and different investment strategies, as
well as a varied geographic and industry exposure as compared to our present funds, and any such new funds
could have different returns than our existing or previous funds.

In addition, future returns will be affected by the applicable risks described elsewhere in this prospectus, including
risks related to the industries and businesses in which our funds may invest. See Management s Discussion and
Analysis of Financial Condition and Results of Operations Segment Analysis Fund Performance Metrics for
additional information.

Dependence on significant leverage in investments by our funds could adversely affect our ability to achieve
attractive rates of return on those investments.

Many of our carry funds and fund of funds vehicles investments rely heavily on the use of leverage, and our ability to
achieve attractive rates of return on investments will depend on our ability to access sufficient sources of indebtedness
at attractive rates. For example, in many private equity investments, indebtedness may constitute and historically has
constituted up to 70% or more of a portfolio company s or real estate asset s total debt and equity capitalization,
including debt that may be incurred in connection with the investment. The absence of available sources of sufficient
debt financing for extended periods of time could therefore materially and adversely affect our Corporate Private

Equity and Real Assets businesses. In addition, an increase in either the general levels of interest rates or in the risk
spread demanded by sources of indebtedness, such as the increase we experienced during 2009, would make it more
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investments. Increases in interest rates could also make it more difficult to locate and consummate private equity
investments because other potential buyers, including operating companies acting as strategic buyers, may be able to
bid for an asset at a higher price due to a lower overall cost of capital or their ability to benefit from a higher amount
of cost savings following the acquisition of the asset. In addition, a portion of the indebtedness used to finance private
equity investments often includes high-yield debt securities issued in the capital markets. Availability of capital from
the high-yield debt markets is subject to significant volatility, and there may be times when we might not be able to
access those markets at attractive rates, or at all, when completing an investment. Finally, the interest payments on the
indebtedness used to finance our carry funds and fund of funds vehicles investments are generally deductible expenses
for income tax purposes, subject to limitations under applicable tax law and policy. Any change in such tax law or
policy to eliminate or substantially limit these income tax deductions, as has been discussed from time to time in
various jurisdictions, would reduce the after-tax rates of return on the affected investments, which may have an
adverse impact on our business and financial results. See ~ Our funds make investments in companies that are based
outside of the United States, which may expose us to additional risks not typically associated with investing in
companies that are based in the United States.

Investments in highly leveraged entities are also inherently more sensitive to declines in revenue, increases in
expenses and interest rates and adverse economic, market and industry developments. The incurrence of a significant
amount of indebtedness by an entity could, among other things:

subject the entity to a number of restrictive covenants, terms and conditions, any violation of which could be
viewed by creditors as an event of default and could materially impact our ability to realize value from the
investment;

allow even moderate reductions in operating cash flow to render the entity unable to service its indebtedness,
leading to a bankruptcy or other reorganization of the entity and a loss of part or all of the equity investment in
it;

give rise to an obligation to make mandatory prepayments of debt using excess cash flow, which might limit
the entity s ability to respond to changing industry conditions to the extent additional cash is needed for the
response, to make unplanned but necessary capital expenditures or to take advantage of growth opportunities;

limit the entity s ability to adjust to changing market conditions, thereby placing it at a competitive
disadvantage compared to its competitors that have relatively less debt;

limit the entity s ability to engage in strategic acquisitions that might be necessary to generate attractive returns
or further growth; and

limit the entity s ability to obtain additional financing or increase the cost of obtaining such financing, including
for capital expenditures, working capital or other general corporate purposes.

As a result, the risk of loss associated with a leveraged entity is generally greater than for companies with
comparatively less debt. For example, a number of investments consummated by private equity sponsors during 2005,
2006 and 2007 that utilized significant amounts of leverage subsequently experienced severe economic stress and, in
certain cases, defaulted on their debt obligations due to a decrease in revenue and cash flow precipitated by the
subsequent downturn during 2008 and 2009. Similarly, the leveraged nature of the investments of our Real Assets
funds increases the risk that a decline in the fair value of the underlying real estate or tangible assets will result in their
abandonment or foreclosure. For example, in 2009 and 2010, several investments of our real estate funds were
foreclosed, resulting in aggregate write-offs of approximately $198 million in 2009 and $19 million in 2010.
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When our private equity funds existing portfolio investments reach the point when debt incurred to finance those
investments matures in significant amounts and must be either repaid or refinanced, those investments may materially
suffer if they have not generated sufficient cash flow to repay maturing debt and there is insufficient capacity and
availability in the financing markets to permit them to refinance maturing debt on satisfactory terms, or at all. If a
limited availability of financing for such purposes were to persist for an extended period of time, when significant
amounts of the debt incurred to finance our Corporate Private Equity and Real Assets funds existing portfolio
investments came due, these funds could be materially and adversely affected.

Many of our Global Market Strategies funds may choose to use leverage as part of their respective investment
programs and regularly borrow a substantial amount of their capital. The use of leverage poses a significant degree of
risk and enhances the possibility of a significant loss in the value of the investment portfolio. A fund may borrow
money from time to time to purchase or carry securities or may enter into derivative transactions (such as total return
swaps) with counterparties that have embedded leverage. The interest expense and other costs incurred in connection
with such borrowing may not be recovered by appreciation in the securities purchased or carried and will be lost, and
the timing and magnitude of such losses may be accelerated or exacerbated, in the event of a decline in the market
value of such securities. Gains realized with borrowed funds may cause the fund s net asset value to increase at a faster
rate than would be the case without borrowings. However, if investment results fail to cover the cost of borrowings,
the fund s net asset value could also decrease faster than if there had been no borrowings. Increases in interest rates
could also decrease the value of fixed-rate debt investment that our investment funds make.

Any of the foregoing circumstances could have a material adverse effect on our results of operations, financial
condition and cash flow.

A decline in the pace or size of investments by our carry funds or fund of funds vehicles could result in our
receiving less revenue from transaction fees.

The transaction fees that we earn are driven in part by the pace at which our funds make investments and the size of
those investments. Any decline in that pace or the size of such investments could reduce our transaction fees and
could make it more difficult for us to raise capital on our anticipated schedule. Many factors could cause such a
decline in the pace of investment, including:

the inability of our investment professionals to identify attractive investment opportunities;
competition for such opportunities among other potential acquirers;
decreased availability of capital on attractive terms; and

our failure to consummate identified investment opportunities because of business, regulatory or legal
complexities and adverse developments in the U.S. or global economy or financial markets.

For example, the more limited financing options for large Corporate Private Equity and Real Assets investments
resulting from the credit market dislocations in 2008 and 2009 reduced the pace and size of investments by our
Corporate Private Equity and Real Assets funds.

In addition, we have confronted and expect to continue to confront requests from a variety of investors and groups
representing investors to increase the percentage of transaction fees we share with our investors (or to decline to
receive transaction fees from portfolio companies held by our funds). To the extent we accommodate such requests, it
would result in a decrease in the amount of fee revenue we earn. See  Our investors in future funds may negotiate to
pay us lower management fees and the economic terms of our future funds may be less favorable to us than those of
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The alternative asset management business is intensely competitive.

The alternative asset management business is intensely competitive, with competition based on a variety of factors,
including investment performance, business relationships, quality of service provided to investors, investor liquidity
and willingness to invest, fund terms (including fees), brand recognition and business reputation. Our alternative asset
management business competes with a number of private equity funds, specialized investment funds, hedge funds,
corporate buyers, traditional asset managers, real estate development companies, commercial banks, investment banks
and other financial institutions (as well as sovereign wealth funds). For instance, Carlyle and Riverstone have
mutually decided not to pursue another jointly managed fund as co-sponsors. Accordingly, we expect that our future
energy and renewable funds will compete with Riverstone, among other alternative asset managers, for investment
opportunities and fund investors in the energy and renewable space. A number of factors serve to increase our
competitive risks:

a number of our competitors in some of our businesses have greater financial, technical, marketing and other
resources and more personnel than we do;

some of our funds may not perform as well as competitors funds or other available investment products;

a significant number of investors have materially decreased or temporarily suspended making new fund
investments recently because of the global economic downturn and poor returns in their overall investment
portfolios in 2008 and 2009;

several of our competitors have significant amounts of capital, and many of them have similar investment
objectives to ours, which may create additional competition for investment opportunities and may reduce the
size and duration of pricing inefficiencies that otherwise could be exploited;

some of these competitors may also have a lower cost of capital and access to funding sources that are not
available to us, which may create competitive disadvantages for us with respect to investment opportunities;

some of our competitors may have higher risk tolerances, different risk assessments or lower return thresholds
than us, which could allow them to consider a wider variety of investments and to bid more aggressively than
us for investments that we want to make;

some of our competitors may be subject to less regulation and accordingly may have more flexibility to
undertake and execute certain businesses or investments than we do and/or bear less compliance expense than
we do;

some of our competitors may have more flexibility than us in raising certain types of investment funds under
the investment management contracts they have negotiated with their investors;

some of our competitors may have better expertise or be regarded by investors as having better expertise in a
specific asset class or geographic region than we do;

our competitors that are corporate buyers may be able to achieve synergistic cost savings in respect of an
investment, which may provide them with a competitive advantage in bidding for an investment;

there are relatively few barriers to entry impeding the formation of new alternative asset management firms,

and the successful efforts of new entrants into our various businesses, including former star portfolio managers
at large diversified financial institutions as well as such institutions themselves, is expected to continue to
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other industry participants may, from time to time, seek to recruit our investment professionals and other
employees away from us.

We may lose investment opportunities in the future if we do not match investment prices, structures and terms offered
by our competitors. Alternatively, we may experience decreased rates of return and increased risks of loss if we match
investment prices, structures and terms offered by our competitors. Moreover, if we are forced to compete with other
alternative asset managers on the basis of price, we may not be able to maintain our current fund fee and carried
interest terms. We have historically competed primarily on the performance of our funds, and not on the level of our
fees or carried interest relative to those of our competitors. However, there is a risk that fees and carried interest in the
alternative asset management industry will decline, without regard to the historical performance of a manager. Fee or
carried interest income reductions on existing or future funds, without corresponding decreases in our cost structure,
would adversely affect our revenues and profitability. See ~ Our investors in future funds may negotiate to pay us lower
management fees and the economic terms of our future funds may be less favorable to us than those of our existing
funds, which could adversely affect our revenues.

In addition, the attractiveness of our investment funds relative to investments in other investment products could
decrease depending on economic conditions. This competitive pressure could adversely affect our ability to make
successful investments and limit our ability to raise future investment funds, either of which would adversely impact
our business, revenue, results of operations and cash flow. See ~ Our investors in future funds may negotiate to pay us
lower management fees and the economic terms of our future funds may be less favorable to us than those of our
existing funds, which could adversely affect our revenues.

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

Before making private equity and other investments, we conduct due diligence that we deem reasonable and
appropriate based on the facts and circumstances applicable to each investment. The objective of the due diligence
process is to identify attractive investment opportunities based on the facts and circumstances surrounding an
investment and, in the case of private equity investments, prepare a framework that may be used from the date of an
acquisition to drive operational achievement and value creation. When conducting due diligence, we may be required
to evaluate important and complex business, financial, tax, accounting, environmental and legal issues. Outside
consultants, legal advisors, accountants and investment banks may be involved in the due diligence process in varying
degrees depending on the type of investment. Nevertheless, when conducting due diligence and making an assessment
regarding an investment, we rely on the resources available to us, including information provided by the target of the
investment and, in some circumstances, third-party investigations. The due diligence process may at times be
subjective with respect to newly-organized companies for which only limited information is available. Accordingly,
we cannot be certain that the due diligence investigation that we carry out with respect to any investment opportunity
will reveal or highlight all relevant facts that may be necessary or helpful in evaluating such investment opportunity.
Instances of fraud, accounting irregularities and other deceptive practices can be difficult to detect, and fraud and
other deceptive practices can be widespread in certain jurisdictions. Several of our funds invest in emerging market
countries that may not have established laws and regulations that are as stringent as in more developed nations, or
where existing laws and regulations may not be consistently enforced. For example, our funds invest throughout
China, Latin America and MENA, and we have recently hired investment professionals to facilitate investment in
Sub-Saharan Africa. Due diligence on investment opportunities in these jurisdictions is frequently more complicated
because consistent and uniform commercial practices in such locations may not have developed. Fraud, accounting
irregularities and deceptive practices can be especially difficult to detect in such locations. For example, two Chinese
companies in which we have minority investments have recently been made the subject of internal investigations in
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connection with allegations of financial or accounting irregularities, and a purported class action has been brought
against one of the Chinese companies and certain of its present and former officers and directors, including a Carlyle
employee who is a former director of such entity. We do not have sufficient information at this time to give an
assessment of the likely outcome of these matters or as to the ultimate impact these allegations, if true, may have on
the value of our investments.

We cannot be certain that our due diligence investigations will result in investments being successful or that the actual
financial performance of an investment will not fall short of the financial projections we used when evaluating that
investment. Failure to identify risks associated with our investments could have a material adverse effect on our
business.

Our funds invest in relatively high-risk, illiquid assets, and we may fail to realize any profits from these activities
for a considerable period of time or lose some or all of our principal investments.

Many of our investment funds invest in securities that are not publicly traded. In many cases, our investment funds
may be prohibited by contract or by applicable securities laws from selling such securities for a period of time. Our
investment funds will not be able to sell these securities publicly unless their sale is registered under applicable
securities laws, or unless an exemption from such registration is available. The ability of many of our investment
funds, particularly our private equity funds, to dispose of investments is heavily dependent on the public equity
markets. For example, the ability to realize any value from an investment may depend upon the ability to complete an
initial public offering of the portfolio company in which such investment is held. Even if the securities are publicly
traded, large holdings of securities can often be disposed of only over a substantial length of time, exposing the
investment returns to risks of downward movement in market prices during the intended disposition period.
Accordingly, under certain conditions, our investment funds may be forced to either sell securities at lower prices than
they had expected to realize or defer, potentially for a considerable period of time, sales that they had planned to
make. We have made and expect to continue to make significant principal investments in our current and future
investment funds. Contributing capital to these investment funds is subject to significant risks, and we may lose some
or all of the principal amount of our investments.

The investments of our private equity funds are subject to a number of inherent risks.

Our results are highly dependent on our continued ability to generate attractive returns from our investments.
Investments made by our private equity funds involve a number of significant risks inherent to private equity
investing, including the following:

we advise funds that invest in businesses that operate in a variety of industries that are subject to extensive
domestic and foreign regulation, such as the telecommunications industry, the aerospace, defense and
government services industry and the healthcare industry (including companies that supply equipment and
services to governmental agencies), that may involve greater risk due to rapidly changing market and
governmental conditions in those sectors;

significant failures of our portfolio companies to comply with laws and regulations applicable to them could
affect the ability of our funds to invest in other companies in certain industries in the future and could harm our
reputation;

companies in which private equity investments are made may have limited financial resources and may be

unable to meet their obligations, which may be accompanied by a deterioration in the value of their equity
securities or any collateral or guarantees provided with respect to their debt;
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disability, resignation or termination of one or more of those persons could have a material adverse impact on
their business and prospects and the investment made;

companies in which private equity investments are made may from time to time be parties to litigation, may be
engaged in rapidly changing businesses with products subject to a substantial risk of obsolescence and may
require substantial additional capital to support their operations, finance expansion or maintain their
competitive position;

companies in which private equity investments are made generally have less predictable operating results;
instances of fraud and other deceptive practices committed by senior management of portfolio companies in
which our funds invest may undermine our due diligence efforts with respect to such companies and, upon the
discovery of such fraud, negatively affect the valuation of a fund s investments as well as contribute to overall
market volatility that can negatively impact a fund s investment program;

our funds may make investments that they do not advantageously dispose of prior to the date the applicable
fund is dissolved, either by expiration of such fund s term or otherwise, resulting in a lower than expected
return on the investments and, potentially, on the fund itself;

our funds generally establish the capital structure of portfolio companies on the basis of the financial
projections based primarily on management judgments and assumptions, and general economic conditions and
other factors may cause actual performance to fall short of these financial projections, which could cause a
substantial decrease in the value of our equity holdings in the portfolio company and cause our funds

performance to fall short of our expectations; and

executive officers, directors and employees of an equity sponsor may be named as defendants in litigation
involving a company in which a private equity investment is made or is being made.

Our real estate funds are subject to the risks inherent in the ownership and operation of real estate and the
construction and development of real estate.

Investments in our real estate funds will be subject to the risks inherent in the ownership and operation of real estate
and real estate-related businesses and assets. These risks include the following:

those associated with the burdens of ownership of real property;
general and local economic conditions;

changes in supply of and demand for competing properties in an area (as a result, for instance, of
overbuilding);

fluctuations in the average occupancy and room rates for hotel properties;
the financial resources of tenants;
changes in building, environmental and other laws;

energy and supply shortages;
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natural disasters;

changes in government regulations (such as rent control);
changes in real property tax rates;
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changes in interest rates;

the reduced availability of mortgage funds which may render the sale or refinancing of properties difficult or
impracticable;

negative developments in the economy that depress travel activity;
environmental liabilities;

contingent liabilities on disposition of assets; and

terrorist attacks, war and other factors that are beyond our control.

During 2008 and 20009, real estate markets in the United States, Europe and Japan generally experienced increases in
capitalization rates and declines in value as a result of the overall economic decline and the limited availability of
financing. As a result, the value of investments in our real estate funds declined significantly. In addition, if our real
estate funds acquire direct or indirect interests in undeveloped land or underdeveloped real property, which may often
be non-income producing, they will be subject to the risks normally associated with such assets and development
activities, including risks relating to the availability and timely receipt of zoning and other regulatory or
environmental approvals, the cost and timely completion of construction (including risks beyond the control of our
fund, such as weather or labor conditions or material shortages) and the availability of both construction and
permanent financing on favorable terms. Additionally, our funds properties may be managed by a third party, which
makes us dependent upon such third parties and subjects us to risks associated with the actions of such third parties.
Any of these factors may cause the value of the investments in our real estate funds to decline, which may have a
material impact on our results of operations.

We often pursue investment opportunities that involve business, regulatory, legal or other complexities.

As an element of our investment style, we may pursue unusually complex investment opportunities. This can often
take the form of substantial business, regulatory or legal complexity that would deter other asset managers. Our
tolerance for complexity presents risks, as such transactions can be more difficult, expensive and time-consuming to
finance and execute; it can be more difficult to manage or realize value from the assets acquired in such transactions;
and such transactions sometimes entail a higher level of regulatory scrutiny or a greater risk of contingent liabilities.
Any of these risks could harm the performance of our funds.

Our investment funds make investments in companies that we do not control.

Investments by many of our investment funds will include debt instruments and equity securities of companies that we
do not control. Such instruments and securities may be acquired by our investment funds through trading activities or
through purchases of securities from the issuer. In addition, our funds may acquire minority equity interests in large
transactions, which may be structured as consortium transactions due to the size of the investment and the amount of
capital required to be invested. A consortium transaction involves an equity investment in which two or more private
equity firms serve together or collectively as equity sponsors. We participated in a number of consortium transactions
in prior years due to the increased size of many of the transactions in which we were involved. Consortium
transactions generally entail a reduced level of control by our firm over the investment because governance rights
must be shared with the other consortium sponsors. Accordingly, we may not be able to control decisions relating to a
consortium investment, including decisions relating to the management and operation of the company and the timing
and nature of any exit. Our funds may also dispose of a portion of their majority equity investments in portfolio
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agree or that the majority stakeholders or the management of the company may take risks or otherwise act in a manner
that does not serve our interests. If any of the foregoing were to occur, the value of investments by our funds could

decrease and our financial condition, results of operations and cash flow could suffer as a result.

Our funds make investments in companies that are based outside of the United States, which may expose us to
additional risks not typically associated with investing in companies that are based in the United States.

Many of our investment funds generally invest a significant portion of their assets in the equity, debt, loans or other
securities of issuers that are based outside of the United States. A substantial amount of these investments consist of
investments made by our carry funds. For example, as of December 31, 2011, approximately 41% of the equity
invested by our carry funds was attributable to foreign investments. Investments in non-U.S. securities involve risks
not typically associated with investing in U.S. securities, including:
certain economic and political risks, including potential exchange control regulations and restrictions on our
non-U.S. investments and repatriation of profits on investments or of capital invested, the risks of political,
economic or social instability, the possibility of expropriation or confiscatory taxation and adverse economic
and political developments;

the imposition of non-U.S. taxes on gains from the sale of investments by our funds;

the absence of uniform accounting, auditing and financial reporting standards, practices and disclosure
requirements and less government supervision and regulation;

changes in laws or clarifications to existing laws that could impact our tax treaty positions, which could
adversely impact the returns on our investments;

differences in the legal and regulatory environment or enhanced legal and regulatory compliance;
limitations on borrowings to be used to fund acquisitions or dividends;

political hostility to investments by foreign or private equity investors;

less liquid markets;

reliance on a more limited number of commodity inputs, service providers and/or distribution mechanisms;

adverse fluctuations in currency exchange rates and costs associated with conversion of investment principal
and income from one currency into another;

higher rates of inflation;

higher transaction costs;

less government supervision of exchanges, brokers and issuers;
less developed bankruptcy, corporate, partnership and other laws;

difficulty in enforcing contractual obligations;
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fewer investor protections; and
greater price volatility.
We operate in numerous national and subnational jurisdictions throughout the world and are subject to complex
taxation requirements that could result in the imposition of taxes upon us that exceed the amounts we reserve for such

purposes. In addition, the portfolio companies of our funds
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are typically subject to taxation in the jurisdictions in which they operate. In Denmark, Germany and France, for
example, the deductibility of interest and other financing expenses in companies in which our funds have invested or
may invest in the future may be limited. This could adversely affect portfolio companies that operate in those
countries and limit the benefit of additional investments in those countries.

Our funds investments that are denominated in a foreign currency will be subject to the risk that the value of a
particular currency will change in relation to one or more other currencies. Among the factors that may affect currency
values are trade balances, levels of short-term interest rates, differences in relative values of similar assets in different
currencies, long-term opportunities for investment and capital appreciation and political developments. We may
employ hedging techniques to minimize these risks, but we can offer no assurance that such strategies will be
effective. If we engage in hedging transactions, we may be exposed to additional risks associated with such
transactions. See  Risks Related to Our Business Operations Risk management activities may adversely affect the
return on our funds investments.

We may need to pay giveback obligations if and when they are triggered under the governing agreements with our
investors.

If, at the end of the life of a carry fund (or earlier with respect to certain of our real estate funds), the carry fund has
not achieved investment returns that (in most cases) exceed the preferred return threshold or (in all cases) the general
partner receives net profits over the life of the fund in excess of its allocable share under the applicable partnership
agreement, we will be obligated to repay an amount equal to the extent to which carried interest that was previously
distributed to us exceeds the amounts to which we are ultimately entitled. These repayment obligations may be related
to amounts previously distributed to our senior Carlyle professionals prior to the completion of this offering, with
respect to which our common unitholders did not receive any benefit. This obligation is known as a giveback
obligation. As of December 31, 2011, we had accrued a giveback obligation of $136.5 million, representing the
giveback obligation that would need to be paid if the carry funds were liquidated at their current fair values at that
date. If, as of December 31, 2011, all of the investments held by our carry funds were deemed worthless, the amount
of realized and distributed carried interest subject to potential giveback would have been $856.7 million, on an
after-tax basis where applicable. Although a giveback obligation is several to each person who received a distribution,
and not a joint obligation, the governing agreements of our funds generally provide that to the extent a recipient does
not fund his or her respective share, then we may have to fund such additional amounts beyond the amount of carried
interest we retained, although we generally will retain the right to pursue any remedies that we have under such
governing agreements against those carried interest recipients who fail to fund their obligations. We have historically
withheld a portion of the cash from carried interest distributions to individual senior Carlyle professionals and other
employees as security for their potential giveback obligations. However, we have not at this time set aside cash
reserves relating to our secondary liability for such giveback obligations or in respect of giveback obligations related
to carried interest we may receive and retain in the future. We intend to monitor our giveback obligations and may
need to use or reserve cash to repay such giveback obligations instead of using the cash for other purposes. See

Business  Structure and Operation of Our Investment Funds Incentive Arrangements / Fee Structure and

Management s Discussion and Analysis of Financial Condition and Results of Operations Contractual Obligations
Contingent Obligations (Giveback) and Notes 2 and 10 to the combined and consolidated financial statements
appearing elsewhere in this prospectus.

Our investment funds often make common equity investments that rank junior to preferred equity and debt in a
company s capital structure.

In most cases, the companies in which our investment funds invest have, or are permitted to have, outstanding
indebtedness or equity securities that rank senior to our fund s investment. By their terms,
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such instruments may provide that their holders are entitled to receive payments of dividends, interest or principal on
or before the dates on which payments are to be made in respect of our investment. Also, in the event of insolvency,
liquidation, dissolution, reorganization or bankruptcy of a company in which an investment is made, holders of
securities ranking senior to our investment would typically be entitled to receive payment in full before distributions
could be made in respect of our investment. After repaying senior security holders, the company may not have any
remaining assets to use for repaying amounts owed in respect of our investment. To the extent that any assets remain,
holders of claims that rank equally with our investment would be entitled to share on an equal and ratable basis in
distributions that are made out of those assets. Also, during periods of financial distress or following an insolvency,
the ability of our funds to influence a company s affairs and to take actions to protect their investments may be
substantially less than that of the senior creditors.

Third-party investors in substantially all of our carry funds have the right to remove the general partner of the
fund for cause, to accelerate the liquidation date of the investment fund without cause by a simple majority vote
and to terminate the investment period under certain circumstances and investors in certain of the investment
funds we advise may redeem their investments. These events would lead to a decrease in our revenues, which could
be substantial.

The governing agreements of substantially all of our carry funds provide that, subject to certain conditions, third-party
investors in those funds have the right to remove the general partner of the fund for cause (other than the AlpInvest
fund of funds vehicles) or to accelerate the liquidation date of the investment fund without cause by a simple majority
vote, resulting in a reduction in management fees we would earn from such investment funds and a significant
reduction in the expected amounts of total carried interest and incentive fees from those funds. Carried interest and
incentive fees could be significantly reduced as a result of our inability to maximize the value of investments by an
investment fund during the liquidation process or in the event of the triggering of a giveback obligation. Finally, the
applicable funds would cease to exist after completion of liquidation and winding-up. In addition, the governing
agreements of our investment funds provide that in the event certain key persons in our investment funds do not meet
specified time commitments with regard to managing the fund (for example, Messrs. Conway, D Aniello and
Rubenstein, in the case of our private equity funds), then investors in certain funds have the right to vote to terminate
the investment period by a simple majority vote in accordance with specified procedures, accelerate the withdrawal of
their capital on an investor-by-investor basis, or the fund s investment period will automatically terminate and the vote
of a simple majority of investors is required to restart it. In addition to having a significant negative impact on our
revenue, net income and cash flow, the occurrence of such an event with respect to any of our investment funds would
likely result in significant reputational damage to us and could negatively impact our future fundraising efforts.

The Alplnvest fund of funds vehicles generally provide for suspension or termination of investment commitments in
the event of cause, key person or regulatory events, changes in control of Carlyle or of majority ownership of
Alplnvest, and, in some cases, other performance metrics, but generally have not provided for liquidation without
cause. Where Alplnvest fund of funds vehicles include key person provisions, they are focused on specific existing
Alplnvest personnel. While we believe that existing AlpInvest management have appropriate incentives to remain at
Alplnvest, based on equity ownership, profit participation and other contractual provisions, we are not able to
guarantee the ongoing participation of AlpInvest management team members in respect of the AlpInvest fund of funds
vehicles. In addition, AlpInvest fund of funds vehicles have historically had few or even a single investor. In such
cases, an individual investor may hold disproportionate authority over decisions reserved for third-party investors.

Investors in our hedge funds may generally redeem their investments on an annual, semi-annual or quarterly basis
following the expiration of a specified period of time when capital may not be withdrawn (typically between one and

three years), subject to the applicable fund s
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specific redemption provisions. In a declining market, the pace of redemptions and consequent reduction in our AUM
could accelerate. The decrease in revenues that would result from significant redemptions in our hedge funds could
have a material adverse effect on our business, revenue and cash flow.

In addition, because our investment funds generally have an adviser that is registered under the Advisers Act, the
management agreements of all of our investment funds would be terminated upon an assignment of these agreements
without investor consent, which assignment may be deemed to occur in the event these advisers were to experience a
change of control. We cannot be certain that consents required to assignments of our investment management
agreements will be obtained if a change of control occurs. Assignment of these agreements without investor consent
could cause us to lose the fees we earn from such investment funds.

Third-party investors in our investment funds with commitment-based structures may not satisfy their contractual
obligation to fund capital calls when requested by us, which could adversely affect a fund s operations and
performance.

Investors in our carry funds and fund of funds vehicles make capital commitments to those funds that we are entitled
to call from those investors at any time during prescribed periods. We depend on investors fulfilling their
commitments when we call capital from them in order for those funds to consummate investments and otherwise pay
their obligations (for example, management fees) when due. Any investor that did not fund a capital call would
generally be subject to several possible penalties, including having a significant amount of its existing investment
forfeited in that fund. However, the impact of the penalty is directly correlated to the amount of capital previously
invested by the investor in the fund and if an investor has invested little or no capital, for instance early in the life of
the fund, then the forfeiture penalty may not be as meaningful. Investors may also negotiate for lesser or reduced
penalties at the outset of the fund, thereby inhibiting our ability to enforce the funding of a capital call. If investors
were to fail to satisfy a significant amount of capital calls for any particular fund or funds, the operation and
performance of those funds could be materially and adversely affected.

Our failure to deal appropriately with conflicts of interest in our investment business could damage our reputation
and adversely affect our businesses.

As we have expanded and as we continue to expand the number and scope of our businesses, we increasingly confront
potential conflicts of interest relating to our funds investment activities. Certain of our funds may have overlapping
investment objectives, including funds that have different fee structures, and potential conflicts may arise with respect
to our decisions regarding how to allocate investment opportunities among those funds. For example, a decision to
acquire material non-public information about a company while pursuing an investment opportunity for a particular
fund gives rise to a potential conflict of interest when it results in our having to restrict the ability of other funds to
take any action. We may also cause different private equity funds to invest in a single portfolio company, for example
where the fund that made an initial investment no longer has capital available to invest. We may also cause different
funds that we manage to purchase different classes of securities in the same portfolio company. For example, one of
our CLO funds could acquire a debt security issued by the same company in which one of our buyout funds owns
common equity securities. A direct conflict of interest could arise between the debt holders and the equity holders if
such a company were to develop insolvency concerns, and that conflict would have to be carefully managed by us. In
addition, conflicts of interest may exist in the valuation of our investments and regarding decisions about the
allocation of specific investment opportunities among us and our funds and the allocation of fees and costs among us,
our funds and their portfolio companies. Lastly, in certain infrequent instances we may purchase an investment
alongside one of our investment funds or sell an investment to one of our investment funds and conflicts may arise in
respect of the allocation, pricing and timing of such investments and the ultimate disposition of such investments.
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To the extent we fail to appropriately deal with any such conflicts, it could negatively impact our reputation and
ability to raise additional funds and the willingness of counterparties to do business with us or result in potential
litigation against us.

Risk management activities may adversely affect the return on our funds investments.

When managing our exposure to market risks, we may (on our own behalf or on behalf of our funds) from time to
time use forward contracts, options, swaps, caps, collars and floors or pursue other strategies or use other forms of
derivative instruments to limit our exposure to changes in the relative values of investments that may result from
market developments, including changes in prevailing interest rates, currency exchange rates and commodity prices.
The scope of risk management activities undertaken by us varies based on the level and volatility of interest rates,
prevailing foreign currency exchange rates, the types of investments that are made and other changing market
conditions. The use of hedging transactions and other derivative instruments to reduce the effects of a decline in the
value of a position does not eliminate the possibility of fluctuations in the value of the position or prevent losses if the
value of the position declines. Such transactions may also limit the opportunity for gain if the value of a position
increases. Moreover, it may not be possible to limit the exposure to a market development that is so generally
anticipated that a hedging or other derivative transaction cannot be entered into at an acceptable price. The success of
any hedging or other derivative transaction generally will depend on our ability to correctly predict market changes,
the degree of correlation between price movements of a derivative instrument and the position being hedged, the
creditworthiness of the counterparty and other factors. As a result, while we may enter into such a transaction in order
to reduce our exposure to market risks, the transaction may result in poorer overall investment performance than if it
had not been executed.

Certain of our fund investments may be concentrated in particular asset types or geographic regions, which could
exacerbate any negative performance of those funds to the extent those concentrated investments perform poorly.

The governing agreements of our investment funds contain only limited investment restrictions and only limited
requirements as to diversification of fund investments, either by geographic region or asset type. For example, we
advise funds that invest predominantly in the United States, Europe, Asia, Japan or MENA; and we advise funds that
invest in a single industry sector, such as financial services. During periods of difficult market conditions or
slowdowns in these sectors or geographic regions, decreased revenue, difficulty in obtaining access to financing and
increased funding costs experienced by our funds may be exacerbated by this concentration of investments, which
would result in lower investment returns for our funds. Such concentration may increase the risk that events affecting
a specific geographic region or asset type will have an adverse or disparate impact on such investment funds, as
compared to funds that invest more broadly.

Certain of our investment funds may invest in securities of companies that are experiencing significant financial or
business difficulties, including companies involved in bankruptcy or other reorganization and liquidation
proceedings. Such investments may be subject to a greater risk of poor performance or loss.

Certain of our investment funds, especially our distressed and corporate opportunities funds, may invest in business
enterprises involved in work-outs, liquidations, reorganizations, bankruptcies and similar transactions and may
purchase high risk receivables. An investment in such business enterprises entails the risk that the transaction in which
such business enterprise is involved either will be unsuccessful, will take considerable time or will result in a
distribution of cash or a new security the value of which will be less than the purchase price to the fund of the security
or other financial instrument in respect of which such distribution is received. In addition, if an anticipated transaction
does not in fact occur, the fund may be required to sell its investment at a loss.
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Investments in troubled companies may also be adversely affected by U.S. federal and state laws relating to, among
other things, fraudulent conveyances, voidable preferences, lender liability and a bankruptcy court s discretionary
power to disallow, subordinate or disenfranchise particular claims. Investments in securities and private claims of
troubled companies made in connection with an attempt to influence a restructuring proposal or plan of reorganization
in a bankruptcy case may also involve substantial litigation. Because there is substantial uncertainty concerning the
outcome of transactions involving financially troubled companies, there is a potential risk of loss by a fund of its
entire investment in such company.

Our private equity funds performance, and our performance, may be adversely affected by the financial
performance of our portfolio companies and the industries in which our funds invest.

Our performance and the performance of our private equity funds is significantly impacted by the value of the
companies in which our funds have invested. Our funds invest in companies in many different industries, each of
which is subject to volatility based upon economic and market factors. Over the last few years, the credit crisis has
caused significant fluctuations in the value of securities held by our funds and the global economic recession had a
significant impact in overall performance activity and the demands for many of the goods and services provided by
portfolio companies of the funds we advise. Although the U.S. economy has begun to improve, there remain many
obstacles to continued growth in the economy such as high unemployment, global geopolitical events, risks of
inflation and high deficit levels for governments in the United States and abroad. These factors and other general
economic trends are likely to impact the performance of portfolio companies in many industries and in particular,
industries that are more impacted by changes in consumer demand, such as the consumer products sector and real
estate. In addition, the value of our investments in portfolio companies in the financial services industry is impacted
by the overall health and stability of the credit markets. For example, the recent speculation regarding the inability of
Greece and certain other European countries to pay their national debt, the response by Eurozone policy makers to
mitigate this sovereign debt crisis and the concerns regarding the stability of the Eurozone currency have created
uncertainty in the credit markets. As a result, there has been a strain on banks and other financial services participants,
including our portfolio companies in the financial services industry, which could have a material adverse impact on
such portfolio companies. The performance of our private equity funds, and our performance, may be adversely
affected to the extent our fund portfolio companies in these industries experience adverse performance or additional
pressure due to downward trends. In respect of real estate, various factors could halt or limit a recovery in the housing
market and have an adverse effect on investment performance, including, but not limited to, continued high
unemployment, a low level of consumer confidence in the economy and/or the residential real estate market and rising
mortgage interest rates.

The financial projections of our portfolio companies could prove inaccurate.

Our funds generally establish the capital structure of portfolio companies on the basis of financial projections prepared
by the management of such portfolio companies. These projected operating results will normally be based primarily

on judgments of the management of the portfolio companies. In all cases, projections are only estimates of future
results that are based upon assumptions made at the time that the projections are developed. General economic
conditions, which are not predictable, along with other factors may cause actual performance to fall short of the
financial projections that were used to establish a given portfolio company s capital structure. Because of the leverage
that we typically employ in our investments, this could cause a substantial decrease in the value of our equity holdings
in the portfolio company. The inaccuracy of financial projections could thus cause our funds performance to fall short
of our expectations.
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Contingent liabilities could harm fund performance.

We may cause our funds to acquire an investment that is subject to contingent liabilities. Such contingent liabilities
could be unknown to us at the time of acquisition or, if they are known to us, we may not accurately assess or protect
against the risks that they present. Acquired contingent liabilities could thus result in unforeseen losses for our funds.
In addition, in connection with the disposition of an investment in a portfolio company, a fund may be required to
make representations about the business and financial affairs of such portfolio company typical of those made in
connection with the sale of a business. A fund may also be required to indemnify the purchasers of such investment to
the extent that any such representations are inaccurate. These arrangements may result in the incurrence of contingent
liabilities by a fund, even after the disposition of an investment. Accordingly, the inaccuracy of representations and
warranties made by a fund could harm such fund s performance.

We and our investment funds are subject to risks in using prime brokers, custodians, administrators and other
agents.

We and many of our investment funds depend on the services of prime brokers, custodians, administrators and other
agents to carry out certain securities transactions. The counterparty to one or more of our or our funds contractual
arrangements could default on its obligations under the contract. If a counterparty defaults, we and our funds may be
unable to take action to cover the exposure and we or one or more of our funds could incur material losses. The
consolidation and elimination of counterparties resulting from the disruption in the financial markets has increased our
concentration of counterparty risk and has decreased the number of potential counterparties. Our funds generally are
not restricted from dealing with any particular counterparty or from concentrating any or all of their transactions with
one counterparty. In the event of the insolvency of a party that is holding our assets or those of our funds as collateral,
we and our funds may not be able to recover equivalent assets in full as we and our funds will rank among the
counterparty s unsecured creditors. In addition, our and our funds cash held with a prime broker, custodian or
counterparty may not be segregated from the prime broker s, custodian s or counterparty s own cash, and we and our
funds therefore may rank as unsecured creditors in relation thereto. The inability to recover our or our investment
funds assets could have a material impact on us or on the performance of our funds.

Our Fund of Funds Solutions business is subject to additional risks.

We established our Fund of Funds Solutions business on July 1, 2011 at the time we completed our acquisition of
AlpInvest. Our Fund of Funds Solutions business is subject to additional risks, including the following:

The Alplnvest business is subject to business and other risks and uncertainties generally consistent with our
business as a whole, including without limitation legal and regulatory risks, the avoidance or management of
conflicts of interest and the ability to attract and retain investment professionals and other personnel.

We will restrict our day-to-day participation in the AlpInvest business, which may in turn limit our ability to
address risks arising from the AlpInvest business for so long as AlpInvest maintains separate investment
operations. Although we maintain ultimate control over AlpInvest, AlpInvest s historical management team
(who are our employees) will continue to exercise independent investment authority without involvement by
other Carlyle personnel. For so long as these arrangements are in place, Carlyle representatives will serve on
the board of AlpInvest but we will observe substantial restrictions on our ability to access investment
information or engage in day-to-day participation in the AlpInvest investment business, including a restriction
that AlpInvest investment decisions are made and maintained without involvement by other Carlyle personnel
and that no specific investment data, other than data on the investment performance of its client mandates, will
be shared. As such, we will have a
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reduced ability to identify or respond to investment and other operational issues that may arise within the
Alplnvest business, relative to other Carlyle investment funds.

Alplnvest is currently subject to capital requirements which may limit our ability to withdraw cash from
Alplnvest, or require additional investments of capital in order for AlpInvest to maintain certain licenses to
operate its business.

Historically, the main part of AlpInvest capital commitments have been obtained from its initial co-owners,
with such owners thereby holding highly concentrated voting rights with respect to potential suspension or
termination of investment commitments made to AlpInvest.

Alplnvest is expected to seek to broaden its client base by advising separate accounts for investors on an
account-by-account basis. AlpInvest has only limited experience in attracting new clients and may not be
successful in this strategy.

Alplnvest s co-investment business is subject to the risk that other private equity sponsors, alongside whom
Alplnvest has historically invested in leveraged buyouts and growth capital transactions throughout Europe,
North America and Asia, will no longer be willing to provide AlpInvest with investment opportunities as
favorable as in the past, if at all, as a result of our ownership of Alplnvest.

Alplnvest s secondary investments business is subject to the risk that opportunities in the secondary investments
market may not be as favorable as the recent past.

Our hedge fund investments are subject to additional risks.
Investments by the hedge funds we advise are subject to additional risks, including the following:

Generally, there are few limitations on the execution of these hedge funds investment strategies, which are
subject to the sole discretion of the management company or the general partner of such funds.

These funds may engage in short-selling, which is subject to a theoretically unlimited risk of loss because there
is no limit on how much the price of a security may appreciate before the short position is closed out. A fund
may be subject to losses if a security lender demands return of the lent securities and an alternative lending
source cannot be found or if the fund is otherwise unable to borrow securities that are necessary to hedge its
positions.

These funds may be limited in their ability to engage in short selling or other activities as a result of regulatory
mandates. Such regulatory actions may limit our ability to engage in hedging activities and therefore impair our
investment strategies. In addition, these funds may invest in securities and other assets for which appropriate
market hedges do not exist or cannot be acquired on attractive terms.

These funds are exposed to the risk that a counterparty will not settle a transaction in accordance with its terms
and conditions because of a dispute over the terms of the contract (whether or not bona fide) or because of a
credit or liquidity problem, thus causing the fund to suffer a loss.

Credit risk may arise through a default by one of several large institutions that are dependent on one another to
meet their liquidity or operational needs, so that a default by one institution causes a series of defaults by the
other institutions. This systemic risk could have a further material adverse effect on the financial intermediaries
(such as prime brokers, clearing agencies, clearing houses, banks, securities firms and exchanges) with which
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These funds may make investments or hold trading positions in markets that are volatile and may become
illiquid.

These funds investments are subject to risks relating to investments in commodities, futures, options and other
derivatives, the prices of which are highly volatile and may be subject to a theoretically unlimited risk of loss

in certain circumstances. In addition, the funds assets are subject to the risk of the failure of any of the
exchanges on which their positions trade or of their clearinghouses or counterparties.

These funds may make investments that they do not advantageously dispose of prior to the date the applicable
fund is dissolved, either by expiration of such fund s term or otherwise. Although we generally expect that
investments will be disposed of prior to dissolution or be suitable for in-kind distribution at dissolution, and the
general partners of the funds have a limited ability to extend the term of the fund with the consent of fund
investors or the advisory board of the fund, as applicable, our funds may have to sell, distribute or otherwise
dispose of investments at a disadvantageous time as a result of dissolution. This would result in a lower than
expected return on the investments and, perhaps, on the fund itself.

Risks Related to Our Organizational Structure

Our common unitholders do not elect our general partner or, except in limited circumstances, vote on our general
partner s directors and will have limited ability to influence decisions regarding our business.

Our general partner, Carlyle Group Management L.L.C., which is owned by our senior Carlyle professionals, will
manage all of our operations and activities. The limited liability company agreement of Carlyle Group Management
L.L.C. establishes a board of directors that will be responsible for the oversight of our business and operations. Unlike
the holders of common stock in a corporation, our common unitholders will have only limited voting rights and will
have no right to remove our general partner or, except in the limited circumstances described below, elect the directors
of our general partner. Our common unitholders will have no right to elect the directors of our general partner unless,
as determined on January 31 of each year, the total voting power held by holders of the special voting units in The
Carlyle Group L.P. (including voting units held by our general partner and its affiliates) in their capacity as such, or
otherwise held by then-current or former Carlyle personnel (treating voting units deliverable to such persons pursuant
to outstanding equity awards as being held by them), collectively, constitutes less than 10% of the voting power of the
outstanding voting units of The Carlyle Group L.P. Unless and until the foregoing voting power condition is satisfied,
our general partner s board of directors will be elected in accordance with its limited liability company agreement,
which provides that directors may be appointed and removed by members of our general partner holding a majority in
interest of the voting power of the members, which voting power is allocated to each member ratably according to his
or her aggregate relative ownership of our common units and partnership units. Immediately following this offering
our existing owners will collectively have % of the voting power of The Carlyle Group L.P. limited partners,

or % if the underwriters exercise in full their option to purchase additional common units. As a result, our common
unitholders will have limited ability to influence decisions regarding our business. See Material Provisions of The
Carlyle Group L.P. Partnership Agreement Election of Directors of General Partner.

Our senior Carlyle professionals will be able to determine the outcome of those few matters that may be submitted
for a vote of the limited partners.

Immediately following this offering, our existing owners will beneficially own % of the equity in our business,

or % if the underwriters exercise in full their option to purchase additional common units. TCG Carlyle Global
Partners L.L.C., an entity wholly-owned by our senior Carlyle professionals, will hold a special voting unit that
provides it with a number of votes on any matter that may be submitted for a vote of our common unitholders (voting
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class on all such matters) that is equal to the aggregate number of vested and unvested Carlyle Holdings partnership

units held by the limited partners of Carlyle Holdings. Accordingly, immediately following this offering our existing
owners generally will have sufficient voting power to determine the outcome of those few matters that may be

submitted for a vote of the limited partners of The Carlyle Group L.P. See Material Provisions of The Carlyle Group
L.P. Partnership Agreement Withdrawal or Removal of the General Partner, Meetings; Voting and  Election of
Directors of General Partner.

Our common unitholders voting rights will be further restricted by the provision in our partnership agreement stating
that any common units held by a person that beneficially owns 20% or more of any class of The Carlyle Group L.P.
common units then outstanding (other than our general partner and its affiliates, or a direct or subsequently approved
transferee of our general partner or its affiliates) cannot be voted on any matter. In addition, our partnership agreement
will contain provisions limiting the ability of our common unitholders to call meetings or to acquire information about
our operations, as well as other provisions limiting the ability of our common unitholders to influence the manner or
direction of our management. Our partnership agreement also will not restrict our general partner s ability to take
actions that may result in our being treated as an entity taxable as a corporation for U.S. federal (and applicable state)
income tax purposes. Furthermore, the common unitholders will not be entitled to dissenters rights of appraisal under
our partnership agreement or applicable Delaware law in the event of a merger or consolidation, a sale of substantially
all of our assets or any other transaction or event.

As a result of these matters and the provisions referred to under ~ Our common unitholders do not elect our general
partner or, except in limited circumstances, vote on our general partner s directors and will have limited ability to
influence decisions regarding our business, our common unitholders may be deprived of an opportunity to receive a
premium for their common units in the future through a sale of The Carlyle Group L.P., and the trading prices of our
common units may be adversely affected by the absence or reduction of a takeover premium in the trading price.

We are permitted to repurchase all of the outstanding common units under certain circumstances, and this
repurchase may occur at an undesirable time or price.

We have the right to acquire all of our then-outstanding common units at the then-current trading price either if 10%
or less of our common units are held by persons other than our general partner and its affiliates or if we are required to
register as an investment company under the 1940 Act. As a result of our general partner s right to purchase
outstanding common units, a holder of common units may have his common units purchased at an undesirable time or
price.

We are a limited partnership and as a result will qualify for and intend to rely on exceptions from certain corporate
governance and other requirements under the rules of the NASDAQ Global Select Market and the Securities and
Exchange Commission.

We are a limited partnership and will qualify for exceptions from certain corporate governance and other requirements
of the rules of the NASDAQ Global Select Market. Pursuant to these exceptions, limited partnerships may elect not to
comply with certain corporate governance requirements of the NASDAQ Global Select Market, including the
requirements (1) that a majority of the board of directors of our general partner consist of independent directors,

(2) that we have independent director oversight of executive officer compensation and director nominations and

(3) that we obtain unitholder approval for (a) certain private placements of units that equal or exceed 20% of the
outstanding common units or voting power, (b) certain acquisitions of stock or assets of another company or (c) a
change of control transaction. In addition, we will not be required to hold annual meetings of our common unitholders.
Following this offering, we intend to avail ourselves of these exceptions. Accordingly, you will not have the same
protections afforded to equityholders of entities that are subject to all of the corporate governance requirements of the
NASDAQ Global Select Market.
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In addition, on March 30, 2011, the SEC proposed rules to implement provisions of the Dodd-Frank Act pertaining to
compensation committee independence and the role and disclosure of compensation consultants and other advisers to
the compensation committee. The SEC s proposed rules, if adopted, would direct each of the national securities
exchanges (including the NASDAQ Global Select Market) to develop listing standards requiring, among other things,
that:

compensation committees be composed of fully independent directors, as determined pursuant to new
independence requirements;

compensation committees be explicitly charged with hiring and overseeing compensation consultants, legal
counsel and other committee advisors; and

compensation committees be required to consider, when engaging compensation consultants, legal counsel or
other advisors, certain independence factors, including factors that examine the relationship between the
consultant or advisor s employer and the company.

As a limited partnership, we will not be subject to these compensation committee independence requirements if and
when they are adopted by the NASDAQ Global Select Market under the SEC s proposed rules.

Potential conflicts of interest may arise among our general partner, its affiliates and us. Our general partner and
its affiliates have limited fiduciary duties to us and our common unitholders, which may permit them to favor their
own interests to the detriment of us and our common unitholders.

Conlflicts of interest may arise among our general partner and its affiliates, on the one hand, and us and our common
unitholders, on the other hand. As a result of these conflicts, our general partner may favor its own interests and the
interests of its affiliates over the interests of our common unitholders. These conflicts include, among others, the
following:

our general partner determines the amount and timing of our investments and dispositions, indebtedness,
issuances of additional partnership interests and amounts of reserves, each of which can affect the amount of
cash that is available for distribution to you;

our general partner is allowed to take into account the interests of parties other than us and the common
unitholders in resolving conflicts of interest, which has the effect of limiting its duties (including fiduciary
duties) to our common unitholders. For example, our subsidiaries that serve as the general partners of our
investment funds have certain duties and obligations to those funds and their investors as a result of which we
expect to regularly take actions in a manner consistent with such duties and obligations but that might
adversely affect our near-term results of operations or cash flow;

because our senior Carlyle professionals hold their Carlyle Holdings partnership units directly or through
entities that are not subject to corporate income taxation and The Carlyle Group L.P. holds Carlyle Holdings
partnership units through wholly-owned subsidiaries, some of which are subject to corporate income taxation,
conflicts may arise between our senior Carlyle professionals and The Carlyle Group L.P. relating to the
selection, structuring and disposition of investments and other matters. For example, the earlier disposition of
assets following an exchange or acquisition transaction by a senior Carlyle professional generally will
accelerate payments under the tax receivable agreement and increase the present value of such payments, and
the disposition of assets before an exchange or acquisition transaction will increase an existing owner s tax
liability without giving rise to any rights of an existing owner to receive payments under the tax receivable
agreement;
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our general partner has limited its liability and reduced or eliminated its duties (including fiduciary duties)
under the partnership agreement, while also restricting the remedies available to our common unitholders for
actions that, without these limitations, might constitute breaches of duty (including fiduciary duty). In addition,
we have agreed to indemnify our general partner and its affiliates to the fullest extent permitted by law, except
with respect to conduct involving bad faith, fraud or willful misconduct. By purchasing our common units,
you will have agreed and consented to the provisions set forth in our partnership agreement, including
the provisions regarding conflicts of interest situations that, in the absence of such provisions, might
constitute a breach of fiduciary or other duties under applicable state law;

our partnership agreement will not restrict our general partner from causing us to pay it or its affiliates for any
services rendered, or from entering into additional contractual arrangements with any of these entities on our
behalf, so long as our general partner agrees to the terms of any such additional contractual arrangements in
good faith as determined under the partnership agreement;

our general partner determines how much debt we incur and that decision may adversely affect our credit
ratings;

our general partner determines which costs incurred by it and its affiliates are reimbursable by us;

our general partner controls the enforcement of obligations owed to us by it and its affiliates; and

our general partner decides whether to retain separate counsel, accountants or others to perform services for us.
See Certain Relationships and Related Person Transactions and Conflicts of Interest and Fiduciary Responsibilities.

Our partnership agreement will contain provisions that reduce or eliminate duties (including fiduciary duties) of
our general partner and limit remedies available to common unitholders for actions that might otherwise constitute
a breach of duty. It will be difficult for a common unitholder to successfully challenge a resolution of a conflict of
interest by our general partner or by its conflicts committee.

Our partnership agreement will contain provisions that waive or consent to conduct by our general partner and its

affiliates that might otherwise raise issues about compliance with fiduciary duties or applicable law. For example, our
partnership agreement will provide that when our general partner is acting in its individual capacity, as opposed to in

its capacity as our general partner, it may act without any fiduciary obligations to us or our common unitholders
whatsoever. When our general partner, in its capacity as our general partner, is permitted to or required to make a

decision in its sole discretion or discretion or pursuant to any provision of our partnership agreement not subject to an
express standard of good faith, then our general partner will be entitled to consider only such interests and factors as it
desires, including its own interests, and will have no duty or obligation (fiduciary or otherwise) to give any

consideration to any interest of or factors affecting us or any limited partners and will not be subject to any different
standards imposed by the partnership agreement, otherwise existing at law, in equity or otherwise.

The modifications of fiduciary duties contained in our partnership agreement are expressly permitted by Delaware
law. Hence, we and our common unitholders will only have recourse and be able to seek remedies against our general
partner if our general partner breaches its obligations pursuant to our partnership agreement. Unless our general
partner breaches its obligations pursuant to our partnership agreement, we and our common unitholders will not have
any recourse against our general partner even if our general partner were to act in a manner that was inconsistent with
traditional fiduciary duties. Furthermore, even if there has been a breach of the obligations set forth

Table of Contents 134



Edgar Filing: Carlyle Group L.P. - Form S-1/A

66

Table of Contents 135



Edgar Filing: Carlyle Group L.P. - Form S-1/A

Table of Contents

in our partnership agreement, our partnership agreement will provide that our general partner and its officers and
directors will not be liable to us or our common unitholders for errors of judgment or for any acts or omissions unless
there has been a final and non-appealable judgment by a court of competent jurisdiction determining that the general
partner or its officers and directors acted in bad faith or engaged in fraud or willful misconduct. These modifications
are detrimental to the common unitholders because they restrict the remedies available to common unitholders for
actions that without those limitations might constitute breaches of duty (including fiduciary duty).

Whenever a potential conflict of interest exists between us, any of our subsidiaries or any of our partners, and our
general partner or its affiliates, our general partner may resolve such conflict of interest. Our general partner s
resolution of the conflict of interest will conclusively be deemed approved by the partnership and all of our partners,
and not to constitute a breach of the partnership agreement or any duty, unless the general partner subjectively
believes such determination or action is opposed to the best interests of the partnership. A common unitholder seeking
to challenge this resolution of the conflict of interest would bear the burden of proving that the general partner
subjectively believed that such resolution was opposed to the best interests of the partnership. This is different from
the situation with Delaware corporations, where a conflict resolution by an interested party would be presumed to be
unfair and the interested party would have the burden of demonstrating that the resolution was fair.

Also, if our general partner obtains the approval of the conflicts committee of our general partner, any determination
or action by the general partner will be conclusively deemed to be made or taken in good faith and not a breach by our
general partner of the partnership agreement or any duties it may owe to us or our common unitholders. This is
different from the situation with Delaware corporations, where a conflict resolution by a committee consisting solely
of independent directors may, in certain circumstances, merely shift the burden of demonstrating unfairness to the
plaintiff. By purchasing our common units, you will have agreed and consented to the provisions set forth in our
partnership agreement, including the provisions regarding conflicts of interest situations that, in the absence of
such provisions, might constitute a breach of fiduciary or other duties under applicable state law. As a result,
common unitholders will, as a practical matter, not be able to successfully challenge an informed decision by the
conflicts committee. See Certain Relationships and Related Person Transactions and Conflicts of Interest and
Fiduciary Responsibilities.

The control of our general partner may be transferred to a third party without common unitholder consent.

Our general partner may transfer its general partner interest to a third party in a merger or consolidation without the
consent of our common unitholders. Furthermore, at any time, the members of our general partner may sell or transfer
all or part of their limited liability company interests in our general partner without the approval of the common
unitholders, subject to certain restrictions as described elsewhere in this prospectus. A new general partner may not be
willing or able to form new investment funds and could form funds that have investment objectives and governing
terms that differ materially from those of our current investment funds. A new owner could also have a different
investment philosophy, employ investment professionals who are less experienced, be unsuccessful in identifying
investment opportunities or have a track record that is not as successful as Carlyle s track record. If any of the
foregoing were to occur, we could experience difficulty in making new investments, and the value of our existing
investments, our business, our results of operations and our financial condition could materially suffer.
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Our ability to pay periodic distributions to our common unitholders may be limited by our holding partnership
structure, applicable provisions of Delaware law and contractual restrictions and obligations.

The Carlyle Group L.P. will be a holding partnership and will have no material assets other than the ownership of the
partnership units in Carlyle Holdings held through wholly-owned subsidiaries. The Carlyle Group L.P. has no
independent means of generating revenue. Accordingly, we intend to cause Carlyle Holdings to make distributions to
its partners, including The Carlyle Group L.P. s wholly-owned subsidiaries, to fund any distributions The Carlyle
Group L.P. may declare on the common units. If Carlyle Holdings makes such distributions, the limited partners of
Carlyle Holdings will be entitled to receive equivalent distributions pro rata based on their partnership interests in
Carlyle Holdings. Because Carlyle Holdings I GP Inc. must pay taxes and make payments under the tax receivable
agreement, the amounts ultimately distributed by The Carlyle Group L.P. to common unitholders are expected to be
less, on a per unit basis, than the amounts distributed by the Carlyle Holdings partnerships to the limited partners of
the Carlyle Holdings partnerships in respect of their Carlyle Holdings partnership units.

The declaration and payment of any distributions will be at the sole discretion of our general partner, which may
change our distribution policy at any time and there can be no assurance that any distributions, whether quarterly or
otherwise, will or can be paid. Our ability to make cash distributions to our common unitholders will depend on a
number of factors, including among other things, general economic and business conditions, our strategic plans and
prospects, our business and investment opportunities, our financial condition and operating results, working capital
requirements and anticipated cash needs, contractual restrictions and obligations, including fulfilling our current and
future capital commitments, legal, tax and regulatory restrictions, restrictions and other implications on the payment
of distributions by us to our common unitholders or by our subsidiaries to us, payments required pursuant to the tax
receivable agreement and such other factors as our general partner may deem relevant.

Under the Delaware Limited Partnership Act, we may not make a distribution to a partner if after the distribution all
our liabilities, other than liabilities to partners on account of their partnership interests and liabilities for which the
recourse of creditors is limited to specific property of the partnership, would exceed the fair value of our assets. If we
were to make such an impermissible distribution, any limited partner who received a distribution and knew at the time
of the distribution that the distribution was in violation of the Delaware Limited Partnership Act would be liable to us
for the amount of the distribution for three years. In addition, the terms of our credit facility or other financing
arrangements may from time to time include covenants or other restrictions that could constrain our ability to make
distributions.

We will be required to pay our existing owners for most of the benefits relating to any additional tax depreciation
or amortization deductions that we may claim as a result of the tax basis step-up we receive in connection with
subsequent sales or exchanges of Carlyle Holdings partnership units and related transactions. In certain cases,
payments under the tax receivable agreement with our existing owners may be accelerated and/or significantly
exceed the actual tax benefits we realize and our ability to make payments under the tax receivable agreement may
be limited by our structure.

Holders of partnership units in Carlyle Holdings (other than The Carlyle Group L.P. s wholly-owned subsidiaries),
subject to the vesting and minimum retained ownership requirements and transfer restrictions applicable to such
holders as set forth in the partnership agreements of the Carlyle Holdings partnerships, may on a quarterly basis, from
and after the first anniversary of the date of the closing of this offering (subject to the terms of the exchange
agreement), exchange their Carlyle Holdings partnership units for The Carlyle Group L.P. common units on a
one-for-one basis. In addition, subject to certain requirements, CalPERS will generally be permitted to exchange
Carlyle Holdings partnership units for common units from and after the closing of this offering. Any
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common units received by CalPERS in any such exchange during the lock-up period described in Common Units
Eligible For Future Sale Lock-Up Arrangements would be subject to the restrictions described in such section. A
Carlyle Holdings limited partner must exchange one partnership unit in each of the three Carlyle Holdings
partnerships to effect an exchange for a common unit. The exchanges are expected to result in increases in the tax
basis of the tangible and intangible assets of Carlyle Holdings. These increases in tax basis may increase (for tax
purposes) depreciation and amortization deductions and therefore reduce the amount of tax that Carlyle Holdings I GP
Inc. and any other entity which may in the future pay taxes and become obligated to make payments under the tax
receivable agreement as described in the fourth succeeding paragraph below, which we refer to as the corporate
taxpayers, would otherwise be required to pay in the future, although the IRS may challenge all or part of that tax
basis increase, and a court could sustain such a challenge.

We will enter into a tax receivable agreement with our existing owners that will provide for the payment by the
corporate taxpayers to our existing owners of 85% of the amount of cash savings, if any, in U.S. federal, state and
local income tax or franchise tax that the corporate taxpayers realize as a result of these increases in tax basis and of
certain other tax benefits related to entering into the tax receivable agreement, including tax benefits attributable to
payments under the tax receivable agreement. This payment obligation is an obligation of the corporate taxpayers and
not of Carlyle Holdings. While the actual increase in tax basis, as well as the amount and timing of any payments
under this agreement, will vary depending upon a number of factors, including the timing of exchanges, the price of
our common units at the time of the exchange, the extent to which such exchanges are taxable and the amount and
timing of our income, we expect that as a result of the size of the transfers and increases in the tax basis of the tangible
and intangible assets of Carlyle Holdings, the payments that we may make to our existing owners will be substantial.
The payments under the tax receivable agreement are not conditioned upon our existing owners continued ownership
of us. In the event that The Carlyle Group L.P. or any of its wholly-owned subsidiaries that are not treated as
corporations for U.S. federal income tax purposes become taxable as a corporation for U.S. federal income tax
purposes, these entities will also be obligated to make payments under the tax receivable agreement on the same basis
and to the same extent as the corporate taxpayers.

The tax receivable agreement provides that upon certain changes of control, or if, at any time, the corporate taxpayers
elect an early termination of the tax receivable agreement, the corporate taxpayers obligations under the tax receivable
agreement (with respect to all Carlyle Holdings partnership units whether or not previously exchanged) would be
calculated by reference to the value of all future payments that our existing owners would have been entitled to
receive under the tax receivable agreement using certain valuation assumptions, including that the corporate taxpayers
will have sufficient taxable income to fully utilize the deductions arising from the increased tax deductions and tax
basis and other benefits related to entering into the tax receivable agreement and, in the case of an early termination
election, that any Carlyle Holdings partnership units that have not been exchanged are deemed exchanged for the
market value of the common units at the time of termination. In addition, our existing owners will not reimburse us for
any payments previously made under the tax receivable agreement if such tax basis increase is successfully challenged
by the IRS. The corporate taxpayers ability to achieve benefits from any tax basis increase, and the payments to be
made under this agreement, will depend upon a number of factors, including the timing and amount of our future
income. As a result, even in the absence of a change of control or an election to terminate the tax receivable
agreement, payments to our existing owners under the tax receivable agreement could be in excess of the corporate
taxpayers actual cash tax savings.

Accordingly, it is possible that the actual cash tax savings realized by the corporate taxpayers may be significantly less
than the corresponding tax receivable agreement payments. There may be a
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material negative effect on our liquidity if the payments under the tax receivable agreement exceed the actual cash tax
savings that the corporate taxpayers realize in respect of the tax attributes subject to the tax receivable agreement
and/or distributions to the corporate taxpayers by Carlyle Holdings are not sufficient to permit the corporate taxpayers
to make payments under the tax receivable agreement after they have paid taxes and other expenses. Based upon
certain assumptions described in greater detail below under Certain Relationships and Related Person Transactions
Tax Receivable Agreement, we estimate that if the corporate taxpayers were to exercise their termination right
immediately following this offering, the aggregate amount of these termination payments would be approximately

$  million. The foregoing number is merely an estimate and the actual payments could differ materially. We may
need to incur debt to finance payments under the tax receivable agreement to the extent our cash resources are
insufficient to meet our obligations under the tax receivable agreement as a result of timing discrepancies or
otherwise.

In the event that The Carlyle Group L.P. or any of its wholly-owned subsidiaries become taxable as a corporation for
U.S. federal income tax purposes, these entities will also be obligated to make payments under the tax receivable
agreement on the same basis and to the same extent as the corporate taxpayers.

See Certain Relationships and Related Person Transactions Tax Receivable Agreement.

Our GAAP financial statements will reflect increased compensation and benefits expense and significant non-cash
equity-based compensation charges following this offering.

Prior to this offering, our compensation and benefits expense has reflected compensation (primarily salary and bonus)
solely to our employees who are not senior Carlyle professionals. Historically, all payments for services rendered by
our senior Carlyle professionals have been accounted for as partnership distributions rather than as compensation and
benefits expense. As a result, our consolidated financial statements have not reflected compensation and benefits
expense for services rendered by these individuals. Following this offering, all of our senior Carlyle professionals and
other employees will receive a base salary that will be paid by us and accounted for as compensation and benefits
expense. Our senior Carlyle professionals and other employees are also eligible to receive discretionary cash bonuses
based on the performance of Carlyle and the investments of the funds that we advise and other matters. The base
salaries and any discretionary cash bonuses paid to our senior Carlyle professionals will be represented as
compensation and benefits expense on our GAAP financials following the offering. In addition, as part of the

Reorganization, our founders, CalPERS and Mubadala will receive Carlyle Holdings partnership units, all of
which will be vested, and our other existing owners will receive Carlyle Holdings partnership units, of
which will be unvested and will be vested. In addition, we expect to grant unvested deferred

restricted common units to our employees at the time of this offering. See Management IPO Date Equity Awards. The
grant date fair value of the unvested Carlyle Holdings partnership units and deferred restricted common units (which

will be the initial public offering price per common unit in this offering) will be charged to expense as such units vest

over the assumed service periods, which range up to six years, on a straight-line basis. The amortization of this

non-cash equity-based compensation will increase our GAAP expenses substantially during the relevant periods and,

as a result, we may record significant net losses for a number of years following this offering. See Unaudited Pro

Forma Financial Information and Management s Discussion and Analysis of Financial Condition and Results of
Operation for additional information.
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If The Carlyle Group L.P. were deemed to be an investment company under the 1940 Act, applicable restrictions
could make it impractical for us to continue our business as contemplated and could have a material adverse effect
on our business.

An entity generally will be deemed to be an investment company for purposes of the 1940 Act if:

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

absent an applicable exemption, it owns or proposes to acquire investment securities having a value exceeding
40% of the value of its total assets (exclusive of U.S. government securities and cash items) on an
unconsolidated basis.

We believe that we are engaged primarily in the business of providing asset management services and not in the
business of investing, reinvesting or trading in securities. We hold ourselves out as an asset management firm and do
not propose to engage primarily in the business of investing, reinvesting or trading in securities. Accordingly, we do
not believe that The Carlyle Group L.P. is, or following this offering will be, an orthodox investment company as
defined in section 3(a)(1)(A) of the 1940 Act and described in the first bullet point above. Furthermore, following this
offering, The Carlyle Group L.P. will have no material assets other than its interests in certain wholly-owned
subsidiaries, which in turn will have no material assets other than general partner interests in the Carlyle Holdings
partnerships. These wholly-owned subsidiaries will be the sole general partners of the Carlyle Holdings partnerships
and will be vested with all management and control over the Carlyle Holdings partnerships. We do not believe that the
equity interests of The Carlyle Group L.P. in its wholly-owned subsidiaries or the general partner interests of these
wholly-owned subsidiaries in the Carlyle Holdings partnerships are investment securities. Moreover, because we
believe that the capital interests of the general partners of our funds in their respective funds are neither securities nor
investment securities, we believe that less than 40% of The Carlyle Group L.P. s total assets (exclusive of

U.S. government securities and cash items) on an unconsolidated basis after this offering will be composed of assets
that could be considered investment securities. Accordingly, we do not believe that The Carlyle Group L.P. is, or
following this offering will be, an inadvertent investment company by virtue of the 40% test in section 3(a)(1)(C) of
the 1940 Act as described in the second bullet point above. In addition, we believe that The Carlyle Group L.P. is not
an investment company under section 3(b)(1) of the 1940 Act because it is primarily engaged in a non-investment
company business.

The 1940 Act and the rules thereunder contain detailed parameters for the organization and operation of investment
companies. Among other things, the 1940 Act and the rules thereunder limit or prohibit transactions with affiliates,
impose limitations on the issuance of debt and equity securities, generally prohibit the issuance of options and impose
certain governance requirements. We intend to conduct our operations so that The Carlyle Group L.P. will not be
deemed to be an investment company under the 1940 Act. If anything were to happen which would cause The Carlyle
Group L.P. to be deemed to be an investment company under the 1940 Act, requirements imposed by the 1940 Act,
including limitations on our capital structure, ability to transact business with affiliates (including us) and ability to
compensate key employees, could make it impractical for us to continue our business as currently conducted, impair
the agreements and arrangements between and among The Carlyle Group L.P., Carlyle Holdings and our senior
Carlyle professionals, or any combination thereof, and materially adversely affect our business, results of operations
and financial condition. In addition, we may be required to limit the amount of investments that we make as a
principal or otherwise conduct our business in a manner that does not subject us to the registration and other
requirements of the 1940 Act.

Changes in accounting standards issued by the Financial Accounting Standards Board ( FASB ) or other
standard-setting bodies may adversely affect our financial statements.
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revised accounting standards or guidance that are incorporated into the ASC. It is possible that future accounting
standards we are required to adopt could change the current accounting treatment that we apply to our combined and
consolidated financial statements and that such changes could have a material adverse effect on our financial condition
and results of operations.

In addition, the FASB is working on several projects with the International Accounting Standards Board, which could
result in significant changes as GAAP converges with International Financial Reporting Standards ( IFRS ), including
how our financial statements are presented. Furthermore, the SEC is considering whether and how to incorporate

IFRS into the U.S. financial reporting system. The accounting changes being proposed by the FASB will be a

complete change to how we account for and report significant areas of our business. The effective dates and transition
methods are not known; however, issuers may be required to or may choose to adopt the new standards

retrospectively. In this case, the issuer will report results under the new accounting method as of the effective date, as
well as for all periods presented. The changes to GAAP and ultimate conversion to IFRS will impose special demands
on issuers in the areas of governance, employee training, internal controls and disclosure and will likely affect how we
manage our business, as it will likely affect other business processes such as the design of compensation plans.

Risks Related to Our Common Units and this Offering

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

Prior to this offering, there has not been a public trading market for our common units. It is possible that after this
offering an active trading market will not develop or continue or, if developed, that any market will not be sustained,
which would make it difficult for you to sell your common units at an attractive price or at all. The initial public
offering price per common unit will be determined by agreement among us and the representatives of the
underwriters, and may not be indicative of the price at which our common units will trade in the public market after
this offering.

The market price of our common units may decline due to the large number of common units eligible for exchange
and future sale.

The market price of our common units could decline as a result of sales of a large number of common units in the

market after the offering or the perception that such sales could occur. These sales, or the possibility that these sales

may occur, also might make it more difficult for us to sell common units in the future at a time and at a price that we
deem appropriate. See  Common Units Eligible for Future Sale. Subject to the lock-up restrictions described below, we
may issue and sell in the future additional common units.

In addition, upon completion of this offering our existing owners will own an aggregate of Carlyle Holdings
partnership units. Prior to this offering we will enter into an exchange agreement with the limited partners of the
Carlyle Holdings partnerships so that these holders, subject to the vesting and minimum retained ownership
requirements and transfer restrictions applicable to such limited partners as set forth in the partnership agreements of
the Carlyle Holdings partnerships, may on a quarterly basis, from and after the first anniversary of the date of the
closing of this offering (subject to the terms of the exchange agreement), exchange their Carlyle Holdings partnership
units for The Carlyle Group L.P. common units on a one-for-one basis, subject to customary conversion rate
adjustments for splits, unit distributions and reclassifications. In addition, subject to certain requirements, CalPERS
will generally be permitted to exchange Carlyle Holdings partnership units for common units from and after the
closing of this offering. Any common units received by CalPERS in any such exchange during the lock-up period
described in Common Units Eligible For Future Sale Lock-Up Arrangements would be subject to the
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restrictions described in such section. A Carlyle Holdings limited partner must exchange one partnership unit in each

of the three Carlyle Holdings partnerships to effect an exchange for a common unit. The common units we issue upon
such exchanges would be restricted securities, as defined in Rule 144 under the Securities Act, unless we register such
issuances. However, we will enter into one or more registration rights agreements with the limited partners of Carlyle
Holdings that would require us to register these common units under the Securities Act. See  Common Units Eligible
for Future Sale Registration Rights and Certain Relationships and Related Person Transactions Registration Rights
Agreements. While the partnership agreements of the Carlyle Holdings partnerships and related agreements will
contractually restrict our existing owners ability to transfer the Carlyle Holdings partnership units or The Carlyle
Group L.P. common units they hold, these contractual provisions may lapse over time or be waived, modified or
amended at any time. See Management Vesting; Minimum Retained Ownership Requirements and Transfer
Restrictions.

Mubadala will have the ability to sell its equity interests (whether held in the form of common units, partnership units
or otherwise) subject to the transfer restrictions set forth in the subscription agreement described under Common Units
Eligible for Future Sale Lock-Up Arrangements Mubadala Transfer Restrictions. Except for the restrictions
described under Common Units Eligible for Future Sale Lock-Up Arrangements, the Carlyle Holdings partnership
units held by CalPERS are not subject to transfer restrictions; however, pursuant to the terms of the exchange
agreement, CalPERS may not exchange its partnership units for common units until the first anniversary of the date of
the closing of this offering. We have agreed to provide Mubadala and CalPERS with registration rights to effect

certain sales. See Common Units Eligible for Future Sale Registration Rights.

Under our Equity Incentive Plan, we intend to grant deferred restricted common units and phantom
deferred restricted common units to our employees at the time of this offering. Additional common units and Carlyle
Holdings partnership units will be available for future grant under our Equity Incentive Plan, which plan provides for
automatic annual increases in the number of units available for future issuance. See Management Equity Incentive
Plan and  IPO Date Equity Awards. We intend to file one or more registration statements on Form S-8 under the
Securities Act to register common units or securities convertible into or exchangeable for common units issued or
available for future grant under our Equity Incentive Plan (including pursuant to automatic annual increases). Any
such Form S-8 registration statement will automatically become effective upon filing. Accordingly, common units
registered under such registration statement will be available for sale in the open market. We expect that the initial
registration statement on Form S-8 will cover common units.

In addition, our partnership agreement authorizes us to issue an unlimited number of additional partnership securities
and options, rights, warrants and appreciation rights relating to partnership securities for the consideration and on the
terms and conditions established by our general partner in its sole discretion without the approval of any limited
partners. In accordance with the Delaware Limited Partnership Act and the provisions of our partnership agreement,
we may also issue additional partnership interests that have certain designations, preferences, rights, powers and
duties that are different from, and may be senior to, those applicable to common units. Similarly, the Carlyle Holdings
partnership agreements authorize the wholly-owned subsidiaries of The Carlyle Group L.P. which are the general
partners of those partnerships to issue an unlimited number of additional partnership securities of the Carlyle Holdings
partnerships with such designations, preferences, rights, powers and duties that are different from, and may be senior
to, those applicable to the Carlyle Holdings partnerships units, and which may be exchangeable for our common units.
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If securities or industry analysts do not publish research or reports about our business, or if they downgrade their
recommendations regarding our common units, our stock price and trading volume could decline.

The trading market for our common units will be influenced by the research and reports that industry or securities
analysts publish about us or our business. If any of the analysts who cover us downgrades our common units or
publishes inaccurate or unfavorable research about our business, our common unit stock price may decline. If analysts
cease coverage of us or fail to regularly publish reports on us, we could lose visibility in the financial markets, which
in turn could cause our common unit stock price or trading volume to decline and our common units to be less liquid.

The market price of our common units may be volatile, which could cause the value of your investment to decline.

Even if a trading market develops, the market price of our common units may be highly volatile and could be subject
to wide fluctuations. Securities markets worldwide experience significant price and volume fluctuations. This market
volatility, as well as general economic, market or political conditions, could reduce the market price of common units
in spite of our operating performance. In addition, our operating results could be below the expectations of public
market analysts and investors due to a number of potential factors, including variations in our quarterly operating
results or distributions to unitholders, additions or departures of key management personnel, failure to meet analysts
earnings estimates, publication of research reports about our industry, litigation and government investigations,
changes or proposed changes in laws or regulations or differing interpretations or enforcement thereof affecting our
business, adverse market reaction to any indebtedness we may incur or securities we may issue in the future, changes
in market valuations of similar companies or speculation in the press or investment community, announcements by
our competitors of significant contracts, acquisitions, dispositions, strategic partnerships, joint ventures or capital
commitments, adverse publicity about the industries in which we participate or individual scandals, and in response
the market price of our common units could decrease significantly. You may be unable to resell your common units at
or above the initial public offering price.

In the past few years, stock markets have experienced extreme price and volume fluctuations. In the past, following
periods of volatility in the overall market and the market price of a company s securities, securities class action
litigation has often been instituted against public companies. This type of litigation, if instituted against us, could
result in substantial costs and a diversion of our management s attention and resources.

You will suffer dilution in the net tangible book value of the common units you purchase.

The initial public offering price per common unit will be substantially higher than our pro forma net tangible book
value per common unit immediately after this offering. As a result, you will pay a price per common unit that
substantially exceeds the book value of our total tangible assets after subtracting our total liabilities. At an initial
public offering price of $§  per common unit, you will incur immediate dilution in an amount of § ~ per common
unit, assuming that the underwriters do not exercise their option to purchase additional common units. See Certain
Relationships and Related Person Transactions Exchange Agreement and Dilution.

Risks Related to U.S. Taxation

Our structure involves complex provisions of U.S. federal income tax law for which no clear precedent or authority
may be available. Our structure also is subject to potential legislative, judicial or administrative change and
differing interpretations, possibly on a retroactive basis.

The U.S. federal income tax treatment of common unitholders depends in some instances on determinations of fact

and interpretations of complex provisions of U.S. federal income tax law for which no clear precedent or authority
may be available. You should be aware that the U.S. federal
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income tax rules are constantly under review by persons involved in the legislative process, the IRS and the
U.S. Treasury Department, frequently resulting in revised interpretations of established concepts, statutory changes,
revisions to regulations and other modifications and interpretations. The IRS pays close attention to the proper
application of tax laws to partnerships. The present U.S. federal income tax treatment of an investment in our common
units may be modified by administrative, legislative or judicial interpretation at any time, possibly on a retroactive
basis, and any such action may affect investments and commitments previously made. Changes to the U.S. federal
income tax laws and interpretations thereof could make it more difficult or impossible to meet the exception for us to
be treated as a partnership for U.S. federal income tax purposes that is not taxable as a corporation (referred to as the
Qualifying Income Exception ), affect or cause us to change our investments and commitments, affect the tax
considerations of an investment in us, change the character or treatment of portions of our income (including, for
instance, the treatment of carried interest as ordinary income rather than capital gain) and adversely affect an
investment in our common units. For example, as discussed above under ~ Risks Related to Our Company Although
not enacted, the U.S. Congress has considered legislation that would have: (i) in some cases after a ten-year transition
period, precluded us from qualifying as a partnership for U.S. federal income tax purposes or required us to hold
carried interest through taxable subsidiary corporations; and (ii) taxed certain income and gains at increased rates. If
any similar legislation were to be enacted and apply to us, the after tax income and gain related to our business, as
well as our distributions to you and the market price of our common units, could be reduced, the U.S. Congress has
considered various legislative proposals to treat all or part of the capital gain and dividend income that is recognized
by an investment partnership and allocable to a partner affiliated with the sponsor of the partnership (i.e., a portion of
the carried interest) as ordinary income to such partner for U.S. federal income tax purposes.

Our organizational documents and governing agreements will permit our general partner to modify our limited
partnership agreement from time to time, without the consent of the common unitholders, to address certain changes
in U.S. federal income tax regulations, legislation or interpretation. In some circumstances, such revisions could have
a material adverse impact on some or all common unitholders. For instance, our general partner could elect at some
point to treat us as an association taxable as a corporation for U.S. federal (and applicable state) income tax purposes.
If our general partner were to do this, the U.S. federal income tax consequences of owning our common units would
be materially different. Moreover, we will apply certain assumptions and conventions in an attempt to comply with
applicable rules and to report income, gain, deduction, loss and credit to common unitholders in a manner that reflects
such common unitholders beneficial ownership of partnership items, taking into account variation in ownership
interests during each taxable year because of trading activity. As a result, a common unitholder transferring units may
be allocated income, gain, loss and deductions realized after the date of transfer. However, those assumptions and
conventions may not be in compliance with all aspects of applicable tax requirements. It is possible that the IRS will
assert successfully that the conventions and assumptions used by us do not satisfy the technical requirements of the
Internal Revenue Code and/or Treasury regulations and could require that items of income, gain, deductions, loss or
credit, including interest deductions, be adjusted, reallocated or disallowed in a manner that adversely affects common
unitholders.

If we were treated as a corporation for U.S. federal income tax or state tax purposes or otherwise became subject to
additional entity level taxation (including as a result of changes to current law), then our distributions to you would
be substantially reduced and the value of our common units would be adversely affected.

The value of your investment in us depends in part on our being treated as a partnership for U.S. federal income tax
purposes, which requires that 90% or more of our gross income for every taxable year consist of qualifying income, as
defined in Section 7704 of the Internal Revenue Code and that our partnership not be registered under the 1940 Act.
Qualifying income generally includes dividends, interest, capital gains from the sale or other disposition of stocks and
securities and
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certain other forms of investment income. We may not meet these requirements or current law may change so as to
cause, in either event, us to be treated as a corporation for U.S. federal income tax purposes or otherwise subject to
U.S. federal income tax. Moreover, the anticipated after-tax benefit of an investment in our common units depends
largely on our being treated as a partnership for U.S. federal income tax purposes. We have not requested, and do not
plan to request, a ruling from the IRS on this or any other matter affecting us.

If we were treated as a corporation for U.S. federal income tax purposes, we would pay U.S. federal income tax on our
taxable income at the applicable tax rates. In addition, we would likely be liable for state and local income and/or
franchise tax on all our income. Distributions to you would generally be taxed again as corporate distributions, and no
income, gains, losses, deductions or credits would otherwise flow through to you. Because a tax would be imposed
upon us as a corporation, our distributions to you would be substantially reduced which would cause a reduction in the
value of our common units.

Current law may change, causing us to be treated as a corporation for U.S. federal or state income tax purposes or
otherwise subjecting us to additional entity level taxation. See ~ Risks Related to Our Company Although not enacted,
the U.S. Congress has considered legislation that would have: (i) in some cases after a ten-year transition period,
precluded us from qualifying as a partnership for U.S. federal income tax purposes or required us to hold carried

interest through taxable subsidiary corporations; and (ii) taxed certain income and gains at increased rates. If any

similar legislation were to be enacted and apply to us, the after tax income and gain related to our business, as well as

our distributions to you and the market price of our common units, could be reduced. For example, because of
widespread state budget deficits, several states are evaluating ways to subject partnerships to entity level taxation
through the imposition of state income, franchise or other forms of taxation. If any state were to impose a tax upon us

as an entity, our distributions to you would be reduced.

You will be subject to U.S. federal income tax on your share of our taxable income, regardless of whether you
receive any cash distributions from us.

As long as 90% of our gross income for each taxable year constitutes qualifying income as defined in Section 7704 of
the Internal Revenue Code and we are not required to register as an investment company under the 1940 Act on a
continuing basis, and assuming there is no change in law, we will be treated, for U.S. federal income tax purposes, as
a partnership and not as an association or a publicly traded partnership taxable as a corporation. Accordingly, you will
be required to take into account your allocable share of our items of income, gain, loss and deduction. Distributions to
you generally will be taxable for U.S. federal income tax purposes only to the extent the amount distributed exceeds
your tax basis in the common unit. That treatment contrasts with the treatment of a shareholder in a corporation. For
example, a shareholder in a corporation who receives a distribution of earnings from the corporation generally will
report the distribution as dividend income for U.S. federal income tax purposes. In contrast, a holder of our common
units who receives a distribution of earnings from us will not report the distribution as dividend income (and will treat
the distribution as taxable only to the extent the amount distributed exceeds the unitholder s tax basis in the common
units), but will instead report the holder s allocable share of items of our income for U.S. federal income tax purposes.
As a result, you may be subject to U.S. federal, state, local and possibly, in some cases, foreign income taxation on
your allocable share of our items of income, gain, loss, deduction and credit (including our allocable share of those
items of any entity in which we invest that is treated as a partnership or is otherwise subject to tax on a flow through
basis) for each of our taxable years ending with or within your taxable years, regardless of whether or not you receive
cash distributions from us. See Material U.S. Federal Tax Considerations. See also  Risks Related to Our
Company Although not enacted, the U.S. Congress has considered legislation that would have: (i) in some cases after
a ten-year transition period, precluded us from qualifying as a partnership for U.S. federal income tax purposes or
required us to hold carried interest through taxable subsidiary corporations; and (ii) taxed certain income and gains at
increased rates. If any similar legislation were
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to be enacted and apply to us, the after tax income and gain related to our business, as well as our distributions to you
and the market price of our common units, could be reduced.

You may not receive cash distributions equal to your allocable share of our net taxable income or even the tax liability

that results from that income. In addition, certain of our holdings, including holdings, if any, in a controlled foreign
corporation ( CFC ) and a passive foreign investment company ( PFIC ) may produce taxable income prior to the receipt
of cash relating to such income, and common unitholders that are U.S. taxpayers will be required to take such income

into account in determining their taxable income. In the event of an inadvertent termination of our partnership status

for which the IRS has granted us limited relief, each holder of our common units may be obligated to make such
adjustments as the IRS may require to maintain our status as a partnership. Such adjustments may require persons

holding our common units to recognize additional amounts in income during the years in which they hold such units.

The Carlyle Group L.P. s interest in certain of our businesses will be held through Carlyle Holdings I GP Inc.,
which will be treated as a corporation for U.S. federal income tax purposes; such corporation may be liable for
significant taxes and may create other adverse tax consequences, which could potentially adversely affect the value
of your investment.

In light of the publicly-traded partnership rules under U.S. federal income tax law and other requirements, The Carlyle
Group L.P. will hold its interest in certain of our businesses through Carlyle Holdings I GP Inc., which will be treated
as a corporation for U.S. federal income tax purposes. Such corporation could be liable for significant U.S. federal
income taxes and applicable state, local and other taxes that would not otherwise be incurred, which could adversely
affect the value of your investment. Those additional taxes have not applied to our existing owners in our
organizational structure in effect before this offering and will not apply to our existing owners following this offering
to the extent they own equity interests directly or indirectly in the Carlyle Holdings partnerships.

Complying with certain tax-related requirements may cause us to invest through foreign or domestic corporations
subject to corporate income tax or enter into acquisitions, borrowings, financings or arrangements we may not
have otherwise entered into.

In order for us to be treated as a partnership for U.S. federal income tax purposes and not as an association or publicly
traded partnership taxable as a corporation, we must meet the Qualifying Income Exception discussed above on a
continuing basis and we must not be required to register as an investment company under the 1940 Act. In order to
effect such treatment, we (or our subsidiaries) may be required to invest through foreign or domestic corporations
subject to corporate income tax, forgo attractive investment opportunities or enter into acquisitions, borrowings,
financings or other transactions we may not have otherwise entered into. This may adversely affect our ability to
operate solely to maximize our cash flow.

Our structure also may impede our ability to engage in certain corporate acquisitive transactions because we generally
intend to hold all of our assets through the Carlyle Holdings partnerships. In addition, we may be unable to participate
in certain corporate reorganization transactions that would be tax-free to our common unit holders if we were a
corporation.

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

If you sell your common units, you will recognize a gain or loss equal to the difference between the amount realized
and the adjusted tax basis in those common units. Prior distributions to you in excess of the total net taxable income
allocated to you, which decreased the tax basis in your common units, will in effect become taxable income to you if
the common units are sold at a price greater than your tax basis in those common units, even if the price is less than
the original cost. A portion of the amount realized, whether or not representing gain, may be ordinary income to you.
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Because we do not intend to make, or cause to be made, an otherwise available election under Section 754 of the
Internal Revenue Code to adjust our asset basis or the asset basis of certain of the Carlyle Holdings partnerships, a
holder of common units could be allocated more taxable income in respect of those common units prior to
disposition than if we had made such an election.

We currently do not intend to make, or cause to be made, an election to adjust asset basis under Section 754 of the
Internal Revenue Code with respect to us, Carlyle Holdings II L.P. or Carlyle Holdings III L.P. If no such election is
made, there generally will be no adjustment to the basis of the assets of Carlyle Holdings II L.P. or Carlyle

Holdings III L.P. upon our acquisition of interests in Carlyle Holdings II L.P. or Carlyle Holdings III L.P. in
connection with this offering, or to our assets or to the assets of Carlyle Holdings II L.P. or Carlyle Holdings III L.P.
upon a subsequent transferee s acquisition of common units from a prior holder of such common units, even if the
purchase price for those interests or units, as applicable, is greater than the share of the aggregate tax basis of our
assets or the assets of Carlyle Holdings II L.P. or Carlyle Holdings III L.P. attributable to those interests or units
immediately prior to the acquisition. Consequently, upon a sale of an asset by us, Carlyle Holdings II L.P. or Carlyle
Holdings III L.P., gain allocable to a holder of common units could include built-in gain in the asset existing at the
time we acquired those interests, or such holder acquired such units, which built-in gain would otherwise generally be
eliminated if we had made a Section 754 election. See Material U.S. Federal Tax Considerations Consequences to
U.S. Holders of Common Units ~ Section 754 Election.

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

In light of our intended investment activities we may be, or may become, engaged in a U.S. trade or business for

U.S. federal income tax purposes in which case some portion of our income would be treated as effectively connected
income with respect to non-U.S. holders ( ECI ), including as a result of investments in U.S. real property interests or
entities owning such interests. In addition, certain income of non-U.S. holders from U.S. sources not connected to any
such U.S. trade or business conducted by us could be treated as ECI. To the extent our income is treated as ECI,
non-U.S. holders generally would be subject to withholding tax on their allocable shares of such income, would be
required to file a U.S. federal income tax return for such year reporting their allocable shares of income effectively
connected with such trade or business and any other income treated as ECI, and would be subject to U.S. federal
income tax at regular U.S. tax rates on any such income (state and local income taxes and filings may also apply in
that event). Non-U.S. holders that are corporations may also be subject to a 30% branch profits tax on their allocable
share of such income. In addition, certain income from U.S. sources that is not ECI allocable to non-U.S. holders will
be reduced by withholding taxes imposed at the highest effective applicable tax rate. A portion of any gain recognized
by a non-U.S. holder on the sale or exchange of common units could also be treated as ECI.

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

In light of our intended investment activities, we may derive income that constitutes unrelated business taxable
income (  UBTI ). We are under no obligation to minimize UBTI. Consequently, a holder of common units that is a
tax-exempt organization may be subject to unrelated business income tax to the extent that its allocable share of our
income consists of UBTI. A tax-exempt partner of a partnership could be treated as earning UBTI if the partnership
regularly engages in a trade or business that is unrelated to the exempt function of the tax-exempt partner, if the
partnership derives income from debt-financed property or if the partnership interest itself is debt-financed.
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We cannot match transferors and transferees of common units, and we will therefore adopt certain income tax
accounting positions that may not conform with all aspects of applicable tax requirements. The IRS may challenge
this treatment, which could adversely affect the value of our common units.

Because we cannot match transferors and transferees of common units, we will adopt depreciation, amortization and
other tax accounting positions that may not conform with all aspects of existing Treasury regulations. A successful
IRS challenge to those positions could adversely affect the amount of tax benefits available to our common
unitholders. It also could affect the timing of these tax benefits or the amount of gain on the sale of common units and
could have a negative impact on the value of our common units or result in audits of and adjustments to our common
unitholders tax returns.

In addition, our taxable income and losses will be determined and apportioned among investors using conventions we
regard as consistent with applicable law. As a result, if you transfer your common units, you may be allocated income,
gain, loss and deduction realized by us after the date of transfer. Similarly, a transferee may be allocated income, gain,
loss and deduction realized by us prior to the date of the transferee s acquisition of our common units. A transferee
may also bear the cost of withholding tax imposed with respect to income allocated to a transferor through a reduction
in the cash distributed to the transferee.

The sale or exchange of 50% or more of our capital and profit interests will result in the termination of our partnership
for U.S. federal income tax purposes. We will be considered to have been terminated for U.S. federal income tax
purposes if there is a sale or exchange of 50% or more of the total interests in our capital and profits within a
twelve-month period. Our termination would, among other things, result in the closing of our taxable year for all
common unitholders and could result in a deferral of depreciation deductions allowable in computing our taxable
income. See Material U.S. Federal Tax Considerations for a description of the consequences of our termination for
U.S. federal income tax purposes.

Common unitholders may be subject to state and local taxes and return filing requirements as a result of investing
in our common units.

In addition to U.S. federal income taxes, our common unitholders may be subject to other taxes, including state and
local taxes, unincorporated business taxes and estate, inheritance or intangible taxes that are imposed by the various
jurisdictions in which we do business or own property now or in the future, even if our common unitholders do not
reside in any of those jurisdictions. Our common unitholders may also be required to file state and local income tax
returns and pay state and local income taxes in some or all of these jurisdictions. Further, common unitholders may be
subject to penalties for failure to comply with those requirements. It is the responsibility of each common unitholder
to file all U.S. federal, state and local tax returns that may be required of such common unitholder. Our counsel has
not rendered an opinion on the state or local tax consequences of an investment in our common units.

We may not be able to furnish to each unitholder specific tax information within 90 days after the close of each
calendar year, which means that holders of common units who are U.S. taxpayers should anticipate the need to file
annually a request for an extension of the due date of their income tax return. In addition, it is possible that
common unitholders may be required to file amended income tax returns.

As a publicly traded partnership, our operating results, including distributions of income, dividends, gains, losses or
deductions and adjustments to carrying basis, will be reported on Schedule K-1 and distributed to each unitholder
annually. It may require longer than 90 days after the end of our fiscal year to obtain the requisite information from all
lower-tier entities so that K-1s may be prepared for us. For this reason, holders of common units who are

U.S. taxpayers should anticipate the need to file annually with the IRS (and certain states) a request for an extension
past April 15 or the otherwise applicable due date of their income tax return for the taxable year. See Material
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In addition, it is possible that a common unitholder will be required to file amended income tax returns as a result of
adjustments to items on the corresponding income tax returns of the partnership. Any obligation for a common
unitholder to file amended income tax returns for that or any other reason, including any costs incurred in the
preparation or filing of such returns, are the responsibility of each common unitholder.

We may hold or acquire certain investments through an entity classified as a PFIC or CFC for U.S. federal income
tax purposes.

Certain of our investments may be in foreign corporations or may be acquired through a foreign subsidiary that would
be classified as a corporation for U.S. federal income tax purposes. Such an entity may be a PFIC or a CFC for U.S.
federal income tax purposes. U.S. holders of common units indirectly owning an interest in a PFIC or a CFC may
experience adverse U.S. tax consequences. See Material U.S. Federal Tax Considerations Consequences to

U.S. Holders of Common

Units Passive Foreign Investment Companies and  Consequences to U.S. Holders of Common Units Controlled
Foreign Companies for additional information regarding such consequences.

Changes in U.S. tax law could adversely affect our ability to raise funds from certain foreign investors.

Under the U.S. Foreign Account Tax Compliance Act ( FATCA ), following the expiration of an initial phase in-period,
a broadly defined class of foreign financial institutions are required to comply with a complicated and expansive
reporting regime or be subject to certain U.S. withholding taxes. The reporting obligations imposed under FATCA
require foreign financial institutions to enter into agreements with the IRS to obtain and disclose information about
certain account holders and investors to the IRS. Additionally, certain non-U.S. entities that are not foreign financial
institutions are required to provide certain certifications or other information regarding their U.S. beneficial ownership
or be subject to certain U.S. withholding taxes. Although administrative guidance and proposed regulations have been
issued, regulations implementing FATCA have not yet been finalized and it is difficult to determine at this time what
impact any such guidance may have. Thus, some foreign investors may hesitate to invest in U.S. funds until there is
more certainty around FATCA implementation. In addition, the administrative and economic costs of compliance with
FATCA may discourage some foreign investors from investing in U.S. funds, which could adversely affect our ability
to raise funds from these investors.
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements, which reflect our current views with respect to, among other

things, our operations and financial performance. You can identify these forward-looking statements by the use of

words such as outlook, believe, expect, potential, continue, may, will, should, seek, approximately
plan, estimate, anticipate or the negative version of these words or other comparable words. Such forward-looking

statements are subject to various risks and uncertainties. Accordingly, there are or will be important factors that could

cause actual outcomes or results to differ materially from those indicated in these statements. We believe these factors

include but are not limited to those described under Risk Factors. These factors should not be construed as exhaustive

and should be read in conjunction with the other cautionary statements that are included in this prospectus. We

undertake no obligation to publicly update or review any forward-looking statement, whether as a result of new

information, future developments or otherwise, except as required by law.

MARKET AND INDUSTRY DATA

This prospectus includes market and industry data and forecasts that we have derived from independent consultant
reports, publicly available information, various industry publications, other published industry sources and our
internal data and estimates. Independent consultant reports, industry publications and other published industry sources
generally indicate that the information contained therein was obtained from sources believed to be reliable.

Our internal data and estimates are based upon information obtained from trade and business organizations and other
contacts in the markets in which we operate and our management s understanding of industry conditions.
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ORGANIZATIONAL STRUCTURE
Our Current Organizational Structure

Our business is currently owned by four holding entities: TC Group, L.L.C., TC Group Cayman, L.P., TC Group
Investment Holdings, L.P. and TC Group Cayman Investment Holdings, L.P. We refer to these four holding entities
collectively as the Parent Entities. The Parent Entities are under the common ownership and control of the partners of
our firm (who we refer to as our senior Carlyle professionals ) and two strategic investors that own minority interests
in our business entities affiliated with Mubadala Development Company, an Abu-Dhabi based strategic development
and investment company ( Mubadala ), and California Public Employees Retirement System ( CalPERS ). In addition,
certain individuals engaged in our businesses own interests in the general partners of our existing carry funds. Certain
of these individuals will contribute a portion of these interests to Carlyle Holdings as part of the reorganization. We
refer to these individuals, together with the owners of the Parent Entities prior to this offering, collectively as our

existing owners.

The diagram below depicts our current organizational structure.

(1) Certain individuals engaged in our business own interests directly in selected subsidiaries of the Parent Entities.
Our Organizational Structure Following this Offering

Following the reorganization and this offering, The Carlyle Group L.P. will be a holding partnership and, through
wholly-owned subsidiaries, will hold equity interests in three Carlyle Holdings partnerships (which we refer to
collectively as Carlyle Holdings ), which in turn will own the four Parent Entities. The Carlyle Group L.P. was formed
as a Delaware limited partnership on July 18, 2011. The Carlyle Group L.P. has not engaged in any other business or
other activities except in connection with the Reorganization and the Offering Transactions described below. Through
its wholly-owned subsidiaries, The Carlyle Group L.P. will be the sole general partner of each of the Carlyle Holdings
partnerships. Accordingly, The Carlyle Group L.P. will operate and control all of the business and affairs of Carlyle
Holdings and will consolidate the financial results of the Carlyle Holdings partnerships and its consolidated
subsidiaries, and the ownership interest of the limited partners of the Carlyle Holdings partnerships will be reflected as
a non-controlling interest in The Carlyle Group L.P. s consolidated financial statements. At the time of this offering,
our existing owners will be the only limited partners of the Carlyle Holdings partnerships.

The diagram below (which omits certain wholly-owned intermediate holding companies) depicts our organizational
structure immediately following this offering. As discussed in greater detail below
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and in this section, The Carlyle Group L.P. will hold, through wholly-owned subsidiaries, a number of Carlyle
Holdings partnership units that is equal to the number of common units that The Carlyle Group L.P. has issued and
will benefit from the income of Carlyle Holdings to the extent of its equity interests in the Carlyle Holdings
partnerships. While the holders of common units of The Carlyle Group L.P. will be entitled to all of the economic
rights in The Carlyle Group L.P. immediately following this offering, our existing owners will, like the wholly-owned
subsidiaries of The Carlyle Group L.P., hold Carlyle Holdings partnership units that entitle them to economic rights in
Carlyle Holdings to the extent of their equity interests in the Carlyle Holdings partnerships. Public investors will not
directly hold equity interests in the Carlyle Holdings partnerships.

ey

2)

The Carlyle Group L.P. common unitholders will have only limited voting rights and will have no right to
remove our general partner or, except in limited circumstances, elect the directors of our general partner. TCG
Carlyle Global Partners L.L.C., an entity wholly-owned by our senior Carlyle professionals, will hold a special
voting unit in The Carlyle Group L.P. that will entitle it, on those few matters that may be submitted for a vote of
The Carlyle Group L.P. common unitholders, to participate in the vote on the same basis as the common
unitholders and provide it with a number of votes that is equal to the aggregate number of vested and unvested
partnership units in Carlyle Holdings held by the limited partners of Carlyle Holdings on the relevant record date.
See Material Provisions of The Carlyle Group L.P. Partnership Agreement Withdrawal or Removal of the
General Partner, Meetings; Voting and Election of Directors of General Partner.

Certain individuals engaged in our business will continue to own interests directly in selected operating
subsidiaries including, in certain instances, entities that receive management fees from funds that we advise. The
Carlyle Holdings partnerships will also directly own interests in selected operating subsidiaries. For additional
information concerning these interests see ~ Our Organizational Structure Following this Offering Certain
Non-controlling Interests in Operating Subsidiaries.

The Carlyle Group L.P. intends to conduct all of its material business activities through Carlyle Holdings. Each of the
Carlyle Holdings partnerships was formed to hold our interests in different
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businesses. We expect that Carlyle Holdings I L.P. will own all of our U.S. fee-generating businesses and many of our
non-U.S. fee-generating businesses, as well as our carried interests (and other investment interests) that are expected
to derive income that would not be qualifying income for purposes of the U.S. federal income tax publicly-traded
partnership rules and certain of our carried interests (and other investment interests) that do not relate to investments
in stock of corporations or in debt, such as equity investments in entities that are pass-through for U.S. federal income
tax purposes. We anticipate that Carlyle Holdings II L.P. will hold a variety of assets, including our carried interests in
many of the investments by our carry funds in entities that are treated as domestic corporations for U.S. federal
income tax purposes and in certain non-U.S. entities. Certain of our non-U.S. fee-generating businesses, as well as our
non-U.S. carried interests (and other investment interests) that are expected to derive income that would not be
qualifying income for purposes of the U.S. federal income tax publicly-traded partnership rules and certain of our
non-U.S. carried interests (and other investment interests) that do not relate to investments in stock of corporations or
in debt, such as equity investments in entities that are pass-through for U.S. federal income tax purposes will be held
by Carlyle Holdings III L.P.

Accordingly, following the reorganization, subsidiaries of Carlyle Holdings generally will be entitled to:

all management fees payable in respect of all current and future investment funds that we advise, as well as the
fees for transaction advisory and oversight services that may be payable by these investment funds portfolio
companies (subject to certain third-party interests, as described below);

all carried interest earned in respect of all current and future carry funds that we advise (subject to certain
third-party interests, including those described below and to the allocation to our investment professionals who
work in these operations of a portion of this carried interest as described below);

all incentive fees (subject to certain interests in Claren Road and ESG and, with respect to other funds earning
incentive fees, any performance-related allocations to investment professionals); and

all returns on investments of our own balance sheet capital that we make following this offering (as well as on
existing investments with an aggregate value of approximately $249.3 million as of December 31, 2011).

Certain Non-controlling Interests in Operating Subsidiaries. In certain cases, the entities that receive management
fees from our investment funds are owned by Carlyle together with other persons. For example, management fees
from our energy and renewables funds are received by an entity we own together with Riverstone, and the Claren
Road, ESG and Alplnvest management companies are partially owned by the respective founders and managers of
these businesses. We may have similar arrangements with respect to the ownership of the entities that advise our funds
in the future. In addition, in order to better align the interests of our senior Carlyle professionals and the other
individuals who manage our carry funds with our own interests and with those of the investors in these funds, such
individuals are allocated directly a portion of the carried interest in our carry funds. Prior to the reorganization, the
level of such allocations vary by fund, but generally are at least 50% of the carried interests in the fund. As a result of
the reorganization, the allocations to these individuals will be approximately 45% of all carried interest, on a blended
average basis, earned in respect of investments made prior to the date of the reorganization and approximately 45% of
any carried interest that we earn in respect of investments made from and after the date of the reorganization, in each
case with the exception of the Riverstone funds, where we will retain essentially all of the carry to which we are
entitled under our arrangements for those funds. In addition, under our arrangements with the historical owners and
management team of Alplnvest, such persons are allocated all carried interest in respect of the historical investments
and commitments to our fund of funds vehicles that existed as of December 31, 2010, 85% of the carried interest in
respect of commitments from the historical owners of Alplnvest for the period between 2011 and 2020 and 60% of the
carried interest in respect of all other commitments (including all

Table of Contents 161



Edgar Filing: Carlyle Group L.P. - Form S-1/A

84

Table of Contents 162



Edgar Filing: Carlyle Group L.P. - Form S-1/A

Table of Contents

future commitments from third parties). See Business Structure and Operation of Our Investment Funds Incentive
Arrangements/Fee Structure.

The Carlyle Group L.P. has formed wholly-owned subsidiaries to serve as the general partners of the Carlyle Holdings
partnerships: Carlyle Holdings I GP Inc., Carlyle Holdings II GP L.L.C. and Carlyle Holdings III GP L.P. We refer to
Carlyle Holdings I GP Inc., Carlyle Holdings II GP L.L.C. and Carlyle Holdings III GP L.P. collectively as the
Carlyle Holdings General Partners. Carlyle Holdings I GP Inc. is a newly-formed Delaware corporation that is a
domestic corporation for U.S. federal income tax purposes; Carlyle Holdings IT GP L.L.C. is a newly-formed
Delaware limited liability company that is a disregarded entity and not an association taxable as a corporation for
U.S. federal income tax purposes; and Carlyle Holdings III GP L.P. is a newly-formed Québec société en commandite
that is a foreign corporation for U.S. federal income tax purposes. Carlyle Holdings I GP Inc. and Carlyle Holdings III
GP L.P. will serve as the general partners of Carlyle Holdings I L.P. and Carlyle Holdings III L.P., respectively, either
directly or indirectly through wholly-owned subsidiaries that are disregarded for federal income tax purposes. See
Material U.S. Federal Tax Considerations Taxation of our Partnership and the Carlyle Holdings Partnerships for more
information about the tax treatment of The Carlyle Group L.P. and Carlyle Holdings.

Each of the Carlyle Holdings partnerships will have an identical number of partnership units outstanding, and we use
the terms Carlyle Holdings partnership unit or partnership unit in/of Carlyle Holdings to refer collectively to a
partnership unit in each of the Carlyle Holdings partnerships. The Carlyle Group L.P. will hold, through
wholly-owned subsidiaries, a number of Carlyle Holdings partnership units equal to the number of common units that
The Carlyle Group L.P. has issued. The Carlyle Holdings partnership units that will be held by The Carlyle Group
L.P. s wholly-owned subsidiaries will be economically identical in all respects to the Carlyle Holdings partnership
units that will be held by our existing owners. Accordingly, the income of Carlyle Holdings will benefit The Carlyle
Group L.P. to the extent of its equity interest in Carlyle Holdings.

The Carlyle Group L.P. is managed and operated by our general partner, Carlyle Group Management L.L.C., to whom
we refer as our general partner, which is in turn wholly-owned by our senior Carlyle professionals. Our general
partner will not have any business activities other than managing and operating us. We will reimburse our general
partner and its affiliates for all costs incurred in managing and operating us, and our partnership agreement provides
that our general partner will determine the expenses that are allocable to us. Although there are no ceilings on the
expenses for which we will reimburse our general partner and its affiliates, the expenses to which they may be entitled
to reimbursement from us, such as director fees, are not expected to be material.

Unlike the holders of common stock in a corporation, our common unitholders will have only limited voting rights
and will have no right to remove our general partner or, except in the limited circumstances described below, elect the
directors of our general partner. In addition, TCG Carlyle Global Partners L.L.C., an entity wholly-owned by our
senior Carlyle professionals, will hold a special voting unit that provides it with a number of votes on any matter that
may be submitted for a vote of our common unitholders that is equal to the aggregate number of vested and unvested
Carlyle Holdings partnership units held by the limited partners of Carlyle Holdings. We refer to our common units
(other than those held by any person whom our general partner may from time to time with such person s consent
designate as a non-voting common unitholder) and our special voting units as voting units. Our common unitholders
voting rights will be further restricted by the provision in our partnership agreement stating that any common units
held by a person that beneficially owns 20% or more of any class of The Carlyle Group L.P. common units then
outstanding (other than our general partner and its affiliates, or a direct or subsequently approved transferee of our
general partner or its affiliates) cannot be voted on any matter.

In general, our common unitholders will have no right to elect the directors of our general partner. However, when our

Senior Carlyle professionals and other then-current or former Carlyle personnel hold less than 10% of the limited
partner voting power, our common unitholders will have the right to vote in the election of the directors of our general
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will be measured on January 31 of each year, and will be triggered if the total voting power held by holders of the
special voting units in The Carlyle Group L.P. (including voting units held by our general partner and its affiliates) in
their capacity as such, or otherwise held by then-current or former Carlyle personnel (treating voting units deliverable
to such persons pursuant to outstanding equity awards as being held by them), collectively, constitutes less than 10%
of the voting power of the outstanding voting units of The Carlyle Group L.P. See Material Provisions of The Carlyle
Group L.P. Partnership Agreement Election of Directors of General Partner. Unless and until the foregoing voting
power condition is satisfied, our general partner s board of directors will be elected in accordance with its limited
liability company agreement, which provides that directors may be appointed and removed by members of our general
partner holding a majority in interest of the voting power of the members, which voting power is allocated to each
member ratably according to his or her aggregate ownership of our common units and partnership units. See Material
Provisions of The Carlyle Group L.P. Partnership Agreement Election of Directors of General Partner.

Reorganization

Restructuring of Certain Third Party Interests. Certain existing and former owners of the Parent Entities (including
CalPERS and former and current senior Carlyle professionals) have beneficial interests in investments in or alongside
our funds that were funded by such persons indirectly through the Parent Entities. In order to minimize the extent of
third-party ownership interests in firm assets, prior to the completion of the offering we will (i) distribute a portion of
these interests (approximately $118.5 million as of December 31, 2011) to the beneficial owners so that they are held
directly by such persons and are no longer consolidated in our financial statements and (ii) restructure the remainder
of these interests (approximately $84.8 million as of December 31, 2011) so that they are reflected as non-controlling
interests in our financial statements. In addition, prior to the offering the Parent Entities will restructure ownership of
certain carried interest rights allocated to retired senior Carlyle professionals so that such carried interest rights will be
reflected as non-controlling interests in our financial statements. Such restructured carried interest rights accounted for
approximately $42.3 million of our performance fee revenue for the year ended December 31, 2011. See Unaudited
Pro Forma Financial Information.

Distribution of Earnings and Excess Accumulated Cash. Prior to the date of the offering the Parent Entities will also

make to their owners one or more cash distributions of previously undistributed earnings and excess accumulated cash

totaling $ . These distributions will permit the existing owners to realize, in part, the earnings and excess cash

accumulated by our business during the period of their ownership prior to this offering.

Contribution of the Parent Entities and Other Interests to Carlyle Holdings. Prior to the completion of this offering:
our senior Carlyle professionals, Mubadala and CalPERS will contribute all of their interests in:

TC Group, L.L.C. to Carlyle Holdings I L.P;

TC Group Investment Holdings, L.P. and TC Group Cayman Investment Holdings, L.P. to Carlyle
Holdings II L.P.; and

TC Group Cayman, L.P. to Carlyle Holdings III L.P.; and
our senior Carlyle professionals and other individuals engaged in our business will contribute to the Carlyle
Holdings partnerships a portion of the equity interests they own in the general partners of our existing carry

funds.

In consideration of these contributions our existing owners will receive an aggregate of Carlyle Holdings
partnership units.
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Under the terms of the partnership agreements of the Carlyle Holdings partnerships, all of the Carlyle Holdings
partnership units received by our existing owners in the reorganization will be subject to restrictions on transfer and,
with the exception of Mubadala and CalPERS, minimum retained ownership requirements. All of the Carlyle
Holdings partnership units received by our founders, CalPERS and Mubadala as part of the Reorganization will be
fully vested as of the date of issuance. All
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of the Carlyle Holdings partnership units received by our other existing owners in exchange for their interests in
carried interest owned at the fund level relating to investments made by our carry funds prior to the date of
Reorganization will be fully vested as of the date of issuance. Of the remaining Carlyle Holdings partnership units
received as part of the Reorganization by our other existing owners, % will be fully vested as of the date of issuance
and % will not be vested and, with specified exceptions, will be subject to forfeiture if the employee ceases to be
employed by us prior to vesting. Holders of our Carlyle Holdings partnership units (other than Mubadala and
CalPERS), including our founders and our other senior Carlyle professionals, will be prohibited from transferring or
exchanging any such units until the fifth anniversary of this offering without our consent. See Management Vesting;
Minimum Retained Ownership Requirements and Transfer Restrictions. The Carlyle Holdings partnership units held
by Mubadala and CalPERS will be subject to transfer restrictions as described below under Common Units Eligible
For Future Sale Lock-Up Arrangements.

We refer to the above-described restructuring and purchase of third-party interests, distribution of earnings and excess
accumulated cash and contribution of the Parent Entities and other interests to Carlyle Holdings, collectively, as the
Reorganization.

Exchange Agreement; Tax Receivable Agreement

At the time of this offering, we will enter into an exchange agreement with limited partners of the Carlyle Holdings
partnerships so that these holders, subject to the vesting and minimum retained ownership requirements and transfer
restrictions set forth in the partnership agreements of the Carlyle Holdings partnerships, will have the right on a
quarterly basis, from and after the first anniversary date of the closing of this offering (subject to the terms of the
exchange agreement), to exchange their Carlyle Holdings partnership units for The Carlyle Group L.P. common units
on a one-for-one basis, subject to customary conversion rate adjustments for splits, unit distributions and
reclassifications. In addition, subject to certain requirements, CalPERS will generally be permitted to exchange
Carlyle Holdings partnership units for common units from and after the closing of this offering. Any common units
received by CalPERS in any such exchange during the lock-up period described in Common Units Eligible For Future
Sale Lock-Up Arrangements would be subject to the restrictions described in such section. A Carlyle Holdings
limited partner must exchange one partnership unit in each of the three Carlyle Holdings partnerships to effect an
exchange for a common unit. As the number of Carlyle Holdings partnership units held by the limited partners of the
Carlyle Holdings partnerships declines, the number of votes to which TCG Carlyle Global Partners L.L.C. is entitled
as a result of its ownership of the special voting unit will be correspondingly reduced. See Certain Relationships and
Related Person Transactions Exchange Agreement.

Future exchanges of Carlyle Holdings partnership units are expected to result in transfers of and increases in the tax
basis of the tangible and intangible assets of Carlyle Holdings, primarily attributable to a portion of the goodwill
inherent in our business. These transfers and increases in tax basis will increase (for tax purposes) depreciation and
amortization and therefore reduce the amount of tax that certain of our subsidiaries, including Carlyle Holdings I GP
Inc., which we refer to as the corporate taxpayers, would otherwise be required to pay in the future. This increase in
tax basis may also decrease gain (or increase loss) on future dispositions of certain capital assets to the extent tax basis
is allocated to those capital assets. We will enter into a tax receivable agreement with our existing owners whereby the
corporate taxpayers will agree to pay to our existing owners 85% of the amount of cash tax savings, if any, in

U.S. federal, state and local income tax that it realizes as a result of these increases in tax basis and, in limited cases,
transfers or prior increases in tax basis. See Certain Relationships and Related Person Transactions Tax Receivable
Agreement.

Offering Transactions
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We estimate that the net proceeds to The Carlyle Group L.P. from this offering, after deducting estimated
underwriting discounts, will be approximately $ ,or$ if the
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underwriters exercise in full their option to purchase additional common units. The Carlyle Group L.P. intends to use
all of these proceeds to purchase newly issued Carlyle Holdings partnership units from Carlyle Holdings. See Use of
Proceeds. Accordingly, The Carlyle Group L.P. will hold, through the Carlyle Holdings general partners, a number of
Carlyle Holdings partnership units equal to the aggregate number of common units that The Carlyle Group L.P. has
issued in connection with this offering from Carlyle Holdings.

At the time of this offering, we intend to grant to our employees deferred restricted common units
and phantom deferred restricted common units. Additional common units and Carlyle Holdings partnership
units will be available for future grant under our Equity Incentive Plan, which plan provides for automatic annual
increases in the number of units available for future issuance. See Management IPO Date Equity Awards.

We refer to the above described transactions as the Offering Transactions.

As a result, assuming an initial public offering price of $  per common unit, immediately following the Offering
Transactions:

The Carlyle Group L.P., through its wholly-owned subsidiaries, will hold partnership units in Carlyle
Holdings (or partnership units if the underwriters exercise in full their option to purchase additional
common units) and will, through its wholly-owned subsidiaries, be the sole general partner of each of the
Carlyle Holdings partnerships and, through Carlyle Holdings and its subsidiaries, operate the Contributed
Businesses;

our existing owners will hold vested partnership units and unvested partnership units in Carlyle
Holdings, and more specifically:

our founders, CalPERS and Mubadala will hold vested partnership units; and
our other existing owners will hold vested partnership units and unvested partnership units;

investors in this offering will hold common units (or common units if the underwriters exercise in
full their option to purchase additional common units); and

on those few matters that may be submitted for a vote of the limited partners of The Carlyle Group L.P., such
as the approval of amendments to the limited partnership agreement of The Carlyle Group L.P. that the limited
partnership agreement does not authorize our general partner to approve without the consent of the limited
partners and the approval of certain mergers or sales of all or substantially all of our assets:

investors in this offering will collectively have % of the voting power of The Carlyle Group L.P.
limited partners (or % if the underwriters exercise in full their option to purchase additional common
units) and

our existing owners will collectively have % of the voting power of The Carlyle Group L.P. limited
partners (or % if the underwriters exercise in full their option to purchase additional common units).

These percentages correspond with the percentages of the Carlyle Holdings partnership units that will be held by The

Carlyle Group L.P. through its wholly-owned subsidiaries, on the one hand, and by our existing owners, on the other
hand.
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See Pricing Sensitivity Analysis to see how some of the information presented above would be affected by an initial
public offering price per common unit at the low-, mid- and high-points of the price range indicated on the front cover
of this prospectus.

Holding Partnership Structure

As discussed in  Material U.S. Federal Tax Considerations, The Carlyle Group L.P. will be treated as a partnership and
not as a corporation for U.S. federal income tax purposes. An entity that is treated as a partnership for U.S. federal
income tax purposes is not a taxable entity and incurs no U.S. federal income tax liability. Instead, each partner is

required to take into account its allocable
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share of items of income, gain, loss and deduction of the partnership in computing its U.S. federal income tax liability,
regardless of whether or not cash distributions are made. Investors in this offering will become partners in The Carlyle
Group L.P. Distributions of cash by a partnership to a partner are generally not taxable unless the amount of cash
distributed to a partner is in excess of the partner s adjusted basis in its partnership interest. However, our partnership
agreement does not restrict our ability to take actions that may result in our being treated as an entity taxable as a
corporation for U.S. federal (and applicable state) income tax purposes. See Material U.S. Federal Tax Considerations
for a summary discussing certain U.S. federal income tax considerations related to the purchase, ownership and
disposition of our common units as of the date of this prospectus.

We believe that the Carlyle Holdings partnerships will also be treated as partnerships and not as corporations for

U.S. federal income tax purposes. Accordingly, the holders of partnership units in Carlyle Holdings, including The
Carlyle Group L.P. s wholly-owned subsidiaries, will incur U.S. federal, state and local income taxes on their
proportionate share of any net taxable income of Carlyle Holdings. Net profits and net losses of Carlyle Holdings
generally will be allocated to its partners (including The Carlyle Group L.P. s wholly-owned subsidiaries) pro rata in
accordance with the percentages of their respective partnership interests. Because The Carlyle Group L.P. will
indirectly own % of the total partnership units in Carlyle Holdings (or % if the underwriters exercise in full their
option to purchase additional common units), The Carlyle Group L.P. will indirectly be allocated % of the net
profits and net losses of Carlyle Holdings (or % if the underwriters exercise in full their option to purchase
additional common units). The remaining net profits and net losses will be allocated to the limited partners of Carlyle
Holdings. These percentages are subject to change, including upon an exchange of Carlyle Holdings partnership units
for The Carlyle Group L.P. common units and upon issuance of additional The Carlyle Group L.P. common units to
the public. The Carlyle Group L.P. will hold, through wholly-owned subsidiaries, a number of Carlyle Holdings
partnership units equal to the number of common units that The Carlyle Group L.P. has issued.

After this offering, we intend to cause Carlyle Holdings to make distributions to its partners, including The Carlyle
Group L.P. s wholly-owned subsidiaries, in order to fund any distributions The Carlyle Group L.P. may declare on the
common units. If Carlyle Holdings makes such distributions, the limited partners of Carlyle Holdings will be entitled
to receive equivalent distributions pro rata based on their partnership interests in Carlyle Holdings. Because Carlyle
Holdings I GP Inc. must pay taxes and make payments under the tax receivable agreement, the amounts ultimately
distributed by The Carlyle Group L.P. to common unitholders are expected to be less, on a per unit basis, than the
amounts distributed by the Carlyle Holdings partnerships to the limited partners of Carlyle Holdings in respect of their
Carlyle Holdings partnership units.

The partnership agreements of the Carlyle Holdings partnerships will provide for cash distributions, which we refer to
as tax distributions, to the partners of such partnerships if the wholly-owned subsidiaries of The Carlyle Group L.P.
which are the general partners of the Carlyle Holdings partnerships determine that the taxable income of the relevant
partnership will give rise to taxable income for its partners. Generally, these tax distributions will be computed based
on our estimate of the net taxable income of the relevant partnership allocable to a partner multiplied by an assumed
tax rate equal to the highest effective marginal combined U.S. federal, state and local income tax rate prescribed for an
individual or corporate resident in New York, New York (taking into account the non-deductibility of certain expenses
and the character of our income). If we had effected the Reorganization on January 1, 2011, the assumed effective tax
rate for 2011 would have been approximately 46%. The Carlyle Holdings partnerships will make tax distributions
only to the extent distributions from such partnerships for the relevant year were otherwise insufficient to cover such
tax liabilities. The Carlyle Group L.P. is not required to distribute to its common unitholders any of the cash that its
wholly-owned subsidiaries may receive as a result of tax distributions by the Carlyle Holdings partnerships.
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USE OF PROCEEDS

We estimate that the net proceeds to The Carlyle Group L.P. from this offering, after deducting estimated
underwriting discounts, will be approximately $ ,or $ if the underwriters exercise in full their option to
purchase additional common units.

The Carlyle Group L.P. intends to use all of these proceeds to purchase newly issued Carlyle Holdings partnership

units from Carlyle Holdings, as described under Organizational Structure Offering Transactions. We intend to cause
Carlyle Holdings to use a portion of these proceeds to repay the outstanding indebtedness under the revolving credit
facility of our existing senior secured credit facility and the remainder for general corporate purposes, including

general operational needs, growth initiatives, acquisitions and strategic investments and to fund capital commitments

to, and other investments in and alongside of, our investment funds. We anticipate that the acquisitions we may pursue
will be those that would broaden our platform where we believe we can provide investors with differentiated products

to meet their needs. Carlyle Holdings will also bear or reimburse The Carlyle Group L.P. for all of the expenses of this
offering, which we estimate will be approximately $

Outstanding borrowings under our revolving credit facility were $310.9 million as of December 31, 2011 and
$  million as of , 2012. Our revolving credit facility matures on September 30, 2016 and currently bears interest at a
rate equal to, at our option, either (a) at an alternate base rate plus an applicable margin not to exceed 0.75%, or (b) at
LIBOR plus an applicable margin not to exceed 1.75%. Borrowings under our revolving credit facility have been used
to fund the redemption of the subordinated notes payable to Mubadala, portions of the consideration and/or related
transaction expenses in connection with our recent acquisitions, and for other general corporate purposes. For
additional information, see Management s Discussion and Analysis of Financial Condition and Results of Operations
Recent Transactions and Notes 3, 9 and 15 to the combined and consolidated financial statements included elsewhere
in this prospectus. Affiliates of some of the underwriters are lenders under the revolving credit facility and will receive
proceeds to the extent their currently outstanding loans under that facility are repaid as described above. See
Underwriting.

See Pricing Sensitivity Analysis to see how the information presented above would be affected by an initial public
offering price per common unit at the low-, mid- and high-points of the price range indicated on the front cover of this

prospectus.
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CASH DISTRIBUTION POLICY

Our general partner currently intends to cause The Carlyle Group L.P. to make quarterly distributions to our common
unitholders of its share of distributions from Carlyle Holdings, net of taxes and amounts payable under the tax
receivable agreement as described below. We currently anticipate that we will cause Carlyle Holdings to make
quarterly distributions to its partners, including The Carlyle Group L.P. s wholly owned subsidiaries, that will enable
The Carlyle Group L.P. to pay a quarterly distribution of $  per common unit. In addition, we currently anticipate
that we will cause Carlyle Holdings to make annual distributions to its partners, including The Carlyle Group L.P. s
wholly owned subsidiaries, in an amount that, taken together with the other above-described quarterly distributions,
represents substantially all of our Distributable Earnings in excess of the amount determined by our general partner to
be necessary or appropriate to provide for the conduct of our business, to make appropriate investments in our
business and our funds or to comply with applicable law or any of our financing agreements. We anticipate that the
aggregate amount of our distributions for most years will be less than our Distributable Earnings for that year due to
these funding requirements.

Notwithstanding the foregoing, the declaration and payment of any distributions will be at the sole discretion of our
general partner, which may change our distribution policy at any time. Our general partner will take into account:

general economic and business conditions;
our strategic plans and prospects;
our business and investment opportunities;

our financial condition and operating results, including our cash position, our net income and our realizations
on investments made by our investment funds;

working capital requirements and anticipated cash needs;

contractual restrictions and obligations, including payment obligations pursuant to the tax receivable agreement
and restrictions pursuant to our credit facility;

legal, tax and regulatory restrictions;

other constraints on the payment of distributions by us to our common unitholders or by our subsidiaries to
us; and

such other factors as our general partner may deem relevant.

Because The Carlyle Group L.P. will be a holding partnership and will have no material assets other than its
ownership of partnership units in Carlyle Holdings held through wholly-owned subsidiaries, we will fund distributions
by The Carlyle Group L.P., if any, in three steps:

first, we will cause Carlyle Holdings to make distributions to its partners, including The Carlyle Group L.P. s
wholly-owned subsidiaries. If Carlyle Holdings makes such distributions, the limited partners of Carlyle
Holdings will be entitled to receive equivalent distributions pro rata based on their partnership interests in
Carlyle Holdings;

Table of Contents 173



Edgar Filing: Carlyle Group L.P. - Form S-1/A

second, we will cause The Carlyle Group L.P. s wholly-owned subsidiaries to distribute to The Carlyle Group
L.P. their share of such distributions, net of taxes and amounts payable under the tax receivable agreement by
such wholly-owned subsidiaries; and

third, The Carlyle Group L.P. will distribute its net share of such distributions to our common unitholders on a
pro rata basis.

Because our wholly-owned subsidiaries must pay taxes and make payments under the tax receivable agreement, the
amounts ultimately distributed by us to our common unitholders are expected to be less, on a per unit basis, than the
amounts distributed by the Carlyle Holdings
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partnerships to the limited partners of the Carlyle Holdings partnerships in respect of their Carlyle Holdings
partnership units.

In addition, the partnership agreements of the Carlyle Holdings partnerships will provide for cash distributions, which
we refer to as  tax distributions, to the partners of such partnerships if the wholly-owned subsidiaries of The Carlyle
Group L.P. which are the general partners of the Carlyle Holdings partnerships determine that the taxable income of
the relevant partnership will give rise to taxable income for its partners. Generally, these tax distributions will be
computed based on our estimate of the net taxable income of the relevant partnership allocable to a partner multiplied
by an assumed tax rate equal to the highest effective marginal combined U.S. federal, state and local income tax rate
prescribed for an individual or corporate resident in New York, New York (taking into account the non-deductibility
of certain expenses and the character of our income). The Carlyle Holdings partnerships will make tax distributions
only to the extent distributions from such partnerships for the relevant year were otherwise insufficient to cover such
tax liabilities. The Carlyle Group L.P. is not required to distribute to its common unitholders any of the cash that its
wholly-owned subsidiaries may receive as a result of tax distributions by the Carlyle Holdings partnerships.

Under the Delaware Limited Partnership Act, we may not make a distribution to a partner if after the distribution all
our liabilities, other than liabilities to partners on account of their partnership interests and liabilities for which the
recourse of creditors is limited to specific property of the partnership, would exceed the fair value of our assets. If we
were to make such an impermissible distribution, any limited partner who received a distribution and knew at the time
of the distribution that the distribution was in violation of the Delaware Limited Partnership Act would be liable to us
for the amount of the distribution for three years. In addition, the terms of our credit facility provide certain limits on
our ability to make distributions. See Management s Discussion and Analysis of Financial Condition and Results of
Operation  Liquidity and Capital Resources.

In addition, Carlyle Holdings cash flow from operations may be insufficient to enable it to make required minimum
tax distributions to its partners, in which case Carlyle Holdings may have to borrow funds or sell assets, and thus our
liquidity and financial condition could be materially adversely affected. Furthermore, by paying cash distributions
rather than investing that cash in our businesses, we might risk slowing the pace of our growth, or not having a
sufficient amount of cash to fund our operations, new investments or unanticipated capital expenditures, should the
need arise.

Our historical cash distributions include compensatory payments to our senior Carlyle professionals, which we have
historically accounted for as distributions from equity rather than as employee compensation, and also include
distributions in respect of co-investments made by the owners of the Parent Entities indirectly through the Parent
Entities. Distributions related to co-investments are allocable solely to the individuals that funded those
co-investments and would not be distributable to our common unitholders. Additionally, the 2010 Mubadala
investment was a non-recurring transaction that resulted in a distribution to the existing owners of the Parent Entities
in 2010. Cash distributions, net of compensatory payments, distributions related to co-investments and distributions
related to the Mubadala investment, represent distributions sourced from the income of the Parent Entities, such as the
net income of management fee-earning subsidiaries and the Parent Entities share of the income of the fund general
partners (which includes carried interest not allocated to investment professionals at the fund level). The following
table presents our historical cash distributions, including and excluding compensatory payments, distributions related
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to co-investments and the distribution in 2010 related to the Mubadala investment, and our historical Distributable
Earnings (amounts in millions):

Year Ended December 31,

2011 2010 2009
Cash distributions to the owners of the Parent Entities $ 1,4984 $ 787.8 $ 2156
Compensatory payments (740.5) (258.7) (179.1)
Distributions related to co-investments (76.0) (24.8) 9.5
Distribution related to 2010 Mubadala investment (398.5)
Cash distributions, net of compensatory payments, distributions related to
co-investments and distributions related to the Mubadala investment $ 6819 $ 105.8 $ 270
Distributable Earnings $ 8644 $ 3425 $ 1653

Performance fees are included in Distributable Earnings in the period in which the realization event occurs; any
distribution from the Parent Entities sourced from the related cash proceeds may occur in a subsequent period.

During the full years of 2011 and 2010, cash distributions by the Parent Entities, net of compensatory payments,
distributions in respect of co-investments and distributions related to the Mubadala investment, to our named
executive officers were $134,014,191 and $20,320,428 to Mr. Conway, $134,014,121 and $20,320,432 to

Mr. D Aniello, $134,014,125 and $20,320,481 to Mr. Rubenstein, $9,834,638 and $1,478,772 to Mr. Youngkin,
$81,930 and $0 to Ms. Friedman and $272,492 and $68,351 to Mr. Ferguson. See Management Executive
Compensation and Certain Relationships and Related Person Transactions Investments In and Alongside Carlyle
Funds for a discussion of compensatory payments and distributions in respect of co-investments, respectively, to our
named executive officers.
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CAPITALIZATION
The following table sets forth our cash and cash equivalents and capitalization as of December 31, 2011:
on a historical basis; and

on a pro forma basis for The Carlyle Group L.P. giving effect to the transactions described under Unaudited
Pro Forma Financial Information, including the repayment of indebtedness with a portion of the proceeds from
this offering as described in Use of Proceeds.

You should read this table together with the information contained in this prospectus, including Organizational
Structure, Use of Proceeds, = Unaudited Pro Forma Financial Information,  Selected Historical Financial Data,

Management s Discussion and Analysis of Financial Condition and Results of Operations and our historical financial
statements and related notes included elsewhere in this prospectus.

December 31, 2011
Actual Pro Forma
(Dollars in millions)

Cash and cash equivalents $ 509.6 $
Loans payable $ 860.9 $
Subordinated loan payable to Mubadala 262.5
Loans payable of Consolidated Funds 9,689.9
Redeemable non-controlling interests in consolidated entities 1,923.4
Members equity 873.1
Accumulated other comprehensive loss (55.8)
Equity appropriated for Consolidated Funds 853.7
Non-controlling interests in consolidated entities 7,496.2

Total capitalization $ 21,903.9 $

See Pricing Sensitivity Analysis to see how the information presented above would be affected by an initial public
offering price per common unit at the low-, mid- and high-points of the price range indicated on the front cover of this
prospectus or if the underwriters option to purchase additional common units is exercised in full.
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DILUTION

If you invest in our common units, your interest will be diluted to the extent of the difference between the initial
public offering price per common unit of our common units and the pro forma net tangible book value per common
unit of our common units after this offering. Dilution results from the fact that the per common unit offering price of
the common units is substantially in excess of the pro forma net tangible book value per common unit attributable to
our existing owners.

Our pro forma net tangible book value as of December 31, 2011 was approximately $ ,or$  per common unit.
Pro forma net tangible book value represents the amount of total tangible assets less total liabilities, after giving effect
to the Reorganization, and pro forma net tangible book value per common unit represents pro forma net tangible book
value divided by the number of common units outstanding, after giving effect to the Reorganization and treating as
outstanding common units issuable upon exchange of outstanding partnership units in Carlyle Holdings (other than
those held by The Carlyle Group L.P. s wholly-owned subsidiaries) on a one-for-one basis.

After giving effect to the transactions described under Unaudited Pro Forma Financial Information, including the
repayment of indebtedness with a portion of the proceeds from this offering as described in Use of Proceeds, our
adjusted pro forma net tangible book value as of December 31, 2011 would have been $ ,or$  per common unit.
This represents an immediate increase in net tangible book value of §  per common unit to our existing owners and
an immediate dilution in net tangible book value of $§  per common unit to investors in this offering.

The following table illustrates this dilution on a per common unit basis assuming the underwriters do not exercise
their option to purchase additional common units:

Assumed initial public offering price per common unit $
Pro forma net tangible book value per common unit as of December 31, 2011 $

Increase in pro forma net tangible book value per common unit attributable to investors in this

offering $

Adjusted pro forma net tangible book value per common unit after the offering $

Dilution in adjusted pro forma net tangible book value per common unit to investors in this
offering $

See Pricing Sensitivity Analysis to see how some of the information presented above would be affected by an initial
public offering price per common unit at the low-, mid- and high-points of the price range indicated on the front cover
of this prospectus or if the underwriters exercise in full their option to purchase additional common units.

Because our existing owners do not own any of our common units, in order to present more meaningfully the dilutive
impact on the investors in this offering we have calculated dilution in pro forma net tangible book value per common
unit to investors in this offering by dividing pro forma net tangible book value by a number of common units that
includes common units issuable upon exchange of outstanding partnership units in Carlyle Holdings (other than those
held by The Carlyle Group L.P. s wholly-owned subsidiaries) on a one-for-one basis.
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The following table summarizes, on the same pro forma basis as of December 31, 2011, the total number of common
units purchased from us, the total cash consideration paid to us and the average price per common unit paid by our
existing owners and by new investors purchasing common units in this offering, assuming that all of the holders of
partnership units in Carlyle Holdings (other than
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The Carlyle Group L.P. s wholly-owned subsidiaries) exchanged their Carlyle Holdings partnership units for our

common units on a one-for-one basis.

Common Units Total
Purchased Consideration
Number Percent Amount Percent

(Dollars in millions)

Existing equityholders % $ %

Investors in this offering % $ %

Total % 9% %
96

& &

Average

Price per

Common
Unit
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SELECTED HISTORICAL FINANCIAL DATA

The following selected historical combined financial and other data of Carlyle Group, which comprises TC Group,
L.L.C., TC Group Cayman L.P., TC Group Investment Holdings, L.P. and TC Group Cayman Investment Holdings,
L.P., as well as their majority-owned subsidiaries, which are under common ownership and control by our individual
senior Carlyle professionals, CalPERS and entities affiliated with Mubadala, should be read together with

Organizational Structure,  Unaudited Pro Forma Financial Information, = Management s Discussion and Analysis of
Financial Condition and Results of Operations and the historical financial statements and related notes included
elsewhere in this prospectus. Carlyle Group is considered our predecessor for accounting purposes, and its combined
financial statements will be our historical financial statements following this offering.

We derived the selected historical combined and consolidated statements of operations data of Carlyle Group for each
of the years ended December 31, 2011, 2010 and 2009 and the selected historical combined and consolidated balance
sheet data as of December 31, 2011 and 2010 from our audited combined and consolidated financial statements which
are included elsewhere in this prospectus. We derived the selected historical condensed combined and consolidated
statements of operations data of Carlyle Group for the years ended December 31, 2008 and 2007 and the selected
condensed combined and consolidated balance sheet data as of December 31, 2009, 2008 and 2007 from our audited
combined and consolidated financial statements which are not included in this prospectus. The combined and
consolidated financial statements of Carlyle Group have been prepared on substantially the same basis for all
historical periods presented; however, the consolidated funds are not the same entities in all periods shown due to
changes in U.S. GAAP, changes in fund terms and the creation and termination of funds.

Net income (loss) is determined in accordance with U.S. GAAP for partnerships and is not comparable to net income
of a corporation. All distributions and compensation for services rendered by Carlyle s individual partners have been
reflected as distributions from equity rather than compensation expense in the historical combined and consolidated
financial statements.

The selected historical combined and consolidated financial data is not indicative of the expected future operating

results of The Carlyle Group L.P. following the Reorganization and the Offering Transactions. Prior to this offering,

we will complete a series of transactions pursuant to which our business will be reorganized into a holding partnership

structure as described in  Organizational Structure whereby, among other things, the Parent Entities will distribute to

our existing owners certain investments and equity interests that will not be contributed to Carlyle Holdings. See
Organizational Structure and Unaudited Pro Forma Financial Information.
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Year Ended December 31,
2011 2010 2009 2008 2007
(Dollars in millions)

Statement of Operations Data

Revenues

Fund management fees $ 9155 $ 7703 $ 7881 $ 8ll4 $§ 668.9
Performance fees

Realized 1,307.4 266.4 11.1 59.3 1,013.1
Unrealized (185.8) 1,215.6 485.6 (944.0) 376.7
Total performance fees 1,121.6 1,482.0 496.7 (884.7) 1,389.8
Investment income (loss) 78.4 72.6 5.0 (104.9) 75.6
Interest and other income 15.8 214 27.3 38.2 36.3
Interest and other income of Consolidated

Funds 714.0 452.6 0.7 18.7 51.9
Total Revenues 2,845.3 2,798.9 1,317.8 (121.3) 2,222.5
Expenses

Compensation and benefits 471.9 429.0 348.4 97.4 775.5
General, administrative and other expenses 323.5 177.2 236.6 245.1 234.3
Interest 60.6 17.8 30.6 46.1 15.9
Interest and other expenses of Consolidated

Funds 453.1 233.3 0.7 6.8 38.8
Other non-operating expenses 32.0

Loss (gain) from early extinguishment of debt,

net of related expenses 2.5 (10.7)

Equity issued for affiliate debt financing 214.0

Loss on CCC liquidation 147.0

Total Expenses 1,347.1 1,073.8 605.6 542.4 1,064.5
Other Income (Loss)

Net investment gains (losses) of Consolidated

Funds (323.3) (245.4) (33.8) 162.5 300.4
Gain on business acquisition 7.9

Income (loss) before provision for income

taxes 1,182.8 1,479.7 678.4 (501.2) 1,458.4
Provision for income taxes 28.5 20.3 14.8 12.5 15.2
Net income (loss) 1,154.3 1,459.4 663.6 (513.7) 1,443.2

Net income (loss) attributable to
non-controlling interests in consolidated
entities (202.6) (66.2) (30.5) 94.5 182.4

Net income (loss) attributable to Carlyle
Group $ 1,356.9 $ 1,525.6 $ 0694.1 $ (608.2) $ 1,260.8

Table of Contents 182



Edgar Filing: Carlyle Group L.P. - Form S-1/A

98

Table of Contents 183



Edgar Filing: Carlyle Group L.P. - Form S-1/A

Table of Contents

As of December 31,
2011 2010 2009 2008 2007
(Dollars in millions)

Balance Sheet Data

Cash and cash equivalents $ 5096 $ 6169 $ 488.1 $ 6808 $ 1,115.0
Investments and accrued performance fees $ 2,644.0 $§ 25943 $ 12792 $ 7024 $ 2,150.6
Investments of Consolidated Funds(D $ 19,5073 $ 11,8646 $ 1639 $ 1870 $ 1,629.3
Total assets $ 246517 $ 17,0628 $ 2,509.6 $ 2,095.8 $ 5,788.3
Loans payable $ 809 $ 5975 $ 4122 § 7655 $ 6914
Subordinated loan payable to Mubadala $ 2625 % 4940 % $ $

Loans payable of Consolidated Funds $ 96809 $ 10,433.5 $ $ $ 1,007.3
Total liabilities $ 13,561.1 $ 14,1702 $ 1,796.0 $ 1,733.3 $ 3,429.1
Redeemable non-controlling interests in

consolidated entities $ 19234 §$ 6940 $ $ $

Total members equity $ 8173 $§ 8952 $ 4375 $ 596 $ 1,256.1
Equity appropriated for Consolidated Funds $ 853.7  $ 9385 $ $ $
Non-controlling interests in consolidated

entities $ 74962 % 3649 $ 2761 $ 3029 $ 1,103.1
Total equity $ 91672 $ 2,1986 § 713.6 $ 3625 $ 2,359.2

(1) The entities comprising our Consolidated Funds are not the same entities for all periods presented. In February
2007, we formed a hedge fund which we consolidated into our financial statements and included in our
Consolidated Funds prospectively from that date. In December 2007, we amended most of the co-investment
entities so that the presumption of control by the general partner had been overcome, and therefore we ceased to
consolidate those entities prospectively from that date. In 2008, the hedge fund that we had formed in February
2007 began an orderly liquidation and ceased operations. Pursuant to revised consolidation guidance that became
effective January 1, 2010, we consolidated the existing and any subsequently acquired CLOs where we hold a
controlling financial interest. The consolidation or deconsolidation of funds generally has the effect of grossing
up or down, respectively, reported assets, liabilities, and cash flows, and has no effect on net income attributable
to Carlyle Group or members equity.
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MANAGEMENT S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should be read in conjunction with the historical financial statements and

related notes included elsewhere in this prospectus and with the discussions under Organizational Structure and
Unaudited Pro Forma Financial Information. This discussion contains forward-looking statements that are subject to

known and unknown risks and uncertainties, including those described under the section entitled Risk Factors,

contained elsewhere in this prospectus describing key risks associated with our business, operations and industry.

Actual results may differ materially from those contained in our forward-looking statements. Percentages presented in

the tables throughout our discussion and analysis of financial condition and results of operations may reflect

rounding adjustments and consequently totals may not appear to sum.

The historical combined and consolidated financial data discussed below reflect the historical results of operations

and financial position of Carlyle Group, which comprises TC Group, L.L.C., TC Group Cayman L.P., TC Group

Investment Holdings, L.P. and TC Group Cayman Investment Holdings, L.P. (collectively, the Parent Entities ), as well

as their controlled subsidiaries, which are under common ownership and control by our individual senior Carlyle
professionals, entities affiliated with Mubadala Development Company, the Abu-Dhabi based strategic development

and investment company ( Mubadala ) and California Public Employees Retirement System ( CalPERS ). Senior Carlyle
professionals refer to the partners of our firm who are, together with CalPERS and Mubadala, the owners of our

Parent Entities prior to the reorganization. Carlyle Group is considered our predecessor for accounting purposes,

and its combined and consolidated financial statements will be our historical financial statements following this

offering.
Overview

We conduct our operations through four reportable segments: Corporate Private Equity, Real Assets, Global Market
Strategies and Fund of Funds Solutions. We launched operations in our Fund of Funds Solutions segment with the
acquisition of a 60% equity interest in AlpInvest on July 1, 2011.

Corporate Private Equity Our Corporate Private Equity segment advises our buyout and growth capital funds,
which seek a wide variety of investments of different sizes and growth potentials. As of December 31, 2011,
our Corporate Private Equity segment had approximately $51 billion in AUM and approximately $38 billion in
fee-earning AUM.

Real Assets  Our Real Assets segment advises our U.S. and internationally focused real estate and
infrastructure funds, as well as our energy and renewable resources funds. As of December 31, 2011, our Real
Assets segment had approximately $31 billion in AUM and approximately $22 billion in fee-earning AUM.

Global Market Strategies  Our Global Market Strategies segment advises a group of funds that pursue
investment opportunities across various types of credit, equities and alternative instruments, and (as regards to
certain macroeconomic strategies) currencies, commodities and interest rate products and their derivatives. As
of December 31, 2011, our Global Market Strategies segment had approximately $24 billion in AUM and
approximately $23 billion in fee-earning AUM.

Fund of Funds Solutions Our Fund of Funds Solutions segment was launched upon our acquisition of a 60%

equity interest in AlpInvest on July 1, 2011 and advises a global private equity fund of funds program and
related co-investment and secondary activities. As of December 31, 2011, AlpInvest had approximately
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We earn management fees pursuant to contractual arrangements with the investment funds that we manage and fees
for transaction advisory and oversight services provided to portfolio companies of these funds. We also typically

receive a performance fee from an investment fund, which may be
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either an incentive fee or a special residual allocation of income, which we refer to as a carried interest, in the event
that specified investment returns are achieved by the fund. Under U.S. generally accepted accounting principles, we
are required to consolidate some of the investment funds that we advise. However, for segment reporting purposes, we
present revenues and expenses on a basis that deconsolidates these investment funds. Accordingly, our segment
revenues primarily consist of fund management and related advisory fees, performance fees (consisting of incentive
fees and carried interest allocations), investment income, including realized and unrealized gains on our investments
in our funds and other trading securities, as well as interest and other income. Our segment expenses primarily consist
of compensation and benefits expenses, including salaries, bonuses and performance payment arrangements, and
general and administrative expenses.

Trends Affecting our Business

Our results of operations are affected by a variety of factors including global economic and market conditions,
particularly in the United States, Europe and Asia. We believe that our investment philosophy and broad diversity of
investments across industries, asset classes and geographies enhances the stability of our distributable earnings and
management fee streams, reduces the volatility of our carried interest and performance fees and decreases our
exposure to a negative event associated with any specific fund, investment or vintage. In general, a climate of low and
stable interest rates and high levels of liquidity in the debt and equity capital markets provide a positive environment
for us to generate attractive investment returns. We also believe that periods of volatility and dislocation in the capital
markets present us with opportunities to invest at reduced valuations that position us for future revenue growth and to
utilize investment strategies, such as our distressed debt strategies, which tend to benefit from such market conditions.

In addition to these global macro-economic and market factors, our future performance is also heavily dependent on
our ability to attract new capital and investors, generate strong returns from our existing investments, deploy our funds
capital in appropriate and successful investments and meet evolving investor needs.

The attractiveness of the alternative asset management industry. Our ability to attract new capital and

investors is driven in part by the extent to which investors continue to see the alternative asset management
industry as an attractive vehicle for capital preservation and growth. While our recent fundraising has resulted
in new capital commitments at levels that remain below the historically high volume achieved during 2007 and
early 2008, we believe our fundraising efforts will benefit from certain fundamental trends that include:

(1) institutional investors pursuit of higher relative investment returns which have historically been provided by
top quartile alternative asset management funds; (ii) distributions to existing investors from historical
commitments which could be used to fund new allocations; (iii) the entrance of new institutional investors

from developing markets, including sovereign wealth funds and other entities; and (iv) increasing interest from
high net worth individuals.

Our ability to generate strong returns. The strength of our investment performance affects investors
willingness to commit capital to our funds. The capital we are able to attract drives the growth of our AUM and
the management fees we earn. During the years ended December 31, 2010 and December 31, 2011, we have
distributed approximately $27 billion from our carry funds to our investors. Although we have recently exited
several investments at attractive returns and the fair value of our funds net assets has increased significantly
with the economic recovery, there can be no assurance that these trends will continue. In addition, valuations in
many of our funds experienced volatility during 2011, a trend which could occur again in the near- to
medium-term.

During 2008 and 2009, many economies around the world, including the U.S. economy, experienced

significant declines in employment, household wealth and lending. Those events led to a significantly
diminished availability of credit and an increase in the cost of financing.
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The lack of credit in 2008 and 2009 materially hindered the initiation of new, large-sized transactions for our
Corporate Private Equity and Real Assets segments and adversely impacted our operating results in those
periods. While we continued to experience some capital markets volatility in 2011, in contrast to 2008 and
2009 credit remains available selectively for high quality corporate transactions, though financing costs remain
elevated from pre-recession levels. Finally, a significant portion of our revenues are derived from performance
fees, the size of which is dependent on the success of our fund investments. A decrease in valuations of our
fund investments will result in a reduction of accrued performance fees which we would expect to be most
significant in Corporate Private Equity, our largest business segment.

Our successful deployment of capital. Our ability to maintain and grow our revenue base is dependent upon
our ability to successfully deploy the capital that our investors have committed to our funds. During the years
ended December 31, 2010 and December 31, 2011, we have invested more than $21 billion in new and existing
investments representing an investment pace that is comparable to our investment pace during the peak of
private equity capital deployment during 2006 through 2008. As of December 31, 2011, we had approximately
$37 billion in capital available for investment. We believe that this puts us in a position to grow our revenues
over time. Our ability to identify and execute investments which our investment professionals determine to be
attractive continues to depend on a number of factors, including competition, valuation, credit availability and
pricing and other general market conditions.

Our ability to meet evolving investor requirements. We believe that investors will seek to deploy their
investment capital in a variety of different ways, including fund investments, separate accounts and direct
co-investments. We anticipate that this trend will result in a bifurcation within the global alternative asset
management industry, with a limited number of large global market participants joined by numerous smaller
and more specialized funds, providing investors with greater flexibility when allocating their investment
capital. In addition, we expect that certain larger investors will seek to allocate more resources to managed
accounts through which they can directly hold title to assets and better control their investments.

Our results of operations also reflect, among other things, the impact of the global financial crisis that began in
mid-2007 and ultimately resulted in a deep global recession. The general tightening in credit availability adversely
impacted the global investment industry, including our investment funds and their portfolio companies. This global
downturn resulted in a relative scarcity of new, attractive investment opportunities and limited our ability to exit
investments in our funds, which in turn reduced the carried interest we generated. We believe that our funds and their
portfolio companies benefitted, however, from our efforts to work with management teams to access available
liquidity, strategically reposition capital structures and focus on eliminating costs within core business operations.
Beginning in the second half of 2009, the capital markets began to stabilize and recover from the economic recession
and credit crisis, although they experienced significant volatility following the downgrade by Standard & Poor s on
August 5, 2011 of the long-term credit rating of U.S. Treasury debt from AAA to AA+. While access to capital
markets and asset valuations have improved markedly since 2009, it is not known how extensive this recovery will be
or whether it will continue. In addition, the recent speculation regarding the inability of Greece and certain other
European countries to pay their national debt, the response by Eurozone policy makers to mitigate this sovereign debt
crisis and the concerns regarding the stability of the Eurozone currency have created uncertainty in the credit markets.
As a result, there has been a strain on banks and other financial services participants, which could have an adverse
impact on our business.

We were able to make significant distributions to the investors in our carry funds in 2010 and 2011 as a result of
successful realization activity in these funds. This successful realization activity favorably impacted our realized
performance fees, but negatively impacted our fee-earning AUM to the extent such realizations occured in funds
whose management fees are calculated on the basis of
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invested capital. To the extent such successful realization activity continues in subsequent periods, we would expect a
similar impact.

In addition, the investment periods for many of the large carry funds that we raised during the particularly productive
period from 2007 to early 2008 are, unless extended, scheduled to expire beginning in 2012, which will result in
step-downs in the applicable management fee rates for certain of these funds. Our management fee revenues will be
reduced by these step-downs in management fee rates, as well as by any adverse impact on fee-earning AUM resulting
from successful realization activity in our carry funds, offset by the favorable impact on fee-earning AUM and
management fee revenues of our recent acquisitions and anticipated new fundraising initiatives.

As we pursue new fundraising initiatives and prepare for the demands of being a public company, we anticipate that
compensation and benefits and general and administrative expenses will increase in 2012 as compared to 2011 as we
continue to add staff across the firm and build out our back-office infrastructure and systems.

Recent Transactions

On March 1, 2012, we borrowed $263.1 million under the revolving credit facility to redeem all of the remaining
$250.0 million outstanding aggregate principal amount of the subordinated notes held by Mubadala for a redemption
price of $260.0 million, representing a 4% premium, plus accrued interest of approximately $3.1 million.

On February 28, 2012, we acquired four European CLO management contracts from Highland Capital Management
L.P. Gross assets of these CLOs are estimated to be approximately 2.1 billion at December 31, 2011.

On November 18, 2011, we acquired Churchill Financial LLC and its primary asset, the CLO management contract of
Churchill Financial Cayman Ltd. As of November 18, 2011, we consolidate the financial position and results of
operations of Churchill Financial LLC and have accounted for this transaction as a business combination; we do not
consolidate the Churchill Financial Cayman Ltd. CLO.

On October 20, 2011, we borrowed $265.5 million under the revolving credit facility of our existing senior secured
credit facility to redeem $250.0 million aggregate principal amount of the Mubadala notes for a redemption price of
$260.0 million, representing a 4% premium, plus accrued interest of approximately $5.5 million.

On August 3, 2011, we acquired the management contract for Foothill CLO I, Ltd. ( Foothill CLO ), with gross assets
of approximately $500 million. As manager of Foothill CLO, Carlyle is entitled to a management fee equal to 0.5% of
assets per annum as well as an incentive fee if the equity investors in the CLO receive a return greater than 12% per
annum.

On July 1, 2011, we completed the acquisition of a 60% interest in AlpInvest. As of July 1, 2011, we consolidate the
financial position and results of operations of AlpInvest and have accounted for this transaction as a business
combination.

On July 1, 2011, we completed the acquisition of 55% of ESG, an emerging markets equities and macroeconomic
strategies investment manager. As of July 1, 2011, we consolidate the financial position and results of operations of
ESG and have accounted for this transaction as a business combination.

On December 31, 2010, we completed the acquisition of 55% of Claren Road, a long/short credit hedge fund manager.

As of December 31, 2010, we consolidate the financial position and results of operations of Claren Road, and have
accounted for this transaction as a business combination.
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On December 16, 2010, we issued $500.0 million in subordinated notes and equity interests in the Parent Entities to
Mubadala for $494.0 million of cash (net of expense reimbursements). We have elected the fair value option to
measure the subordinated notes at fair value. Changes in the fair value of this instrument are recognized in earnings
and included in other non-operating expenses in the consolidated statements of operations. See ~ Our Balance Sheet
and Indebtedness Subordinated Notes Payable to Mubadala.
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On December 6, 2010, we completed the acquisition of management contracts relating to four CLO vehicles
previously managed by Mizuho Alternative Investment, LLC ( Mizuho ). The four CLOs totaled approximately
$1.2 billion in assets at the time of acquisition. Simultaneously with this transaction, Carlyle acquired approximately
$51 million par value of subordinated notes in the four CLOs from affiliates of Mizuho.

In August 2010, we completed the acquisition of management contracts relating to CLO vehicles previously managed
by Stanfield Capital Partners, LLC ( Stanfield ). At acquisition, the 11 CLOs had $4.2 billion in assets.

For additional information concerning our recent transactions, please see Notes 3 and 15 to the combined and
consolidated financial statements included elsewhere in this prospectus.

Reorganization

In connection with this offering we intend to effect a Reorganization described in greater detail under Organizational
Structure. The Reorganization has the following primary elements:

Restructuring of Certain Third Party Interests. Certain existing and former owners of the Parent Entities (including
CalPERS and former and current senior Carlyle professionals) have beneficial interests in investments in or alongside
our funds that were funded by such persons indirectly through the Parent Entities. In order to minimize the extent of
third party ownership interests in firm assets, prior to the completion of the offering we will (i) distribute a portion of
these interests (approximately $118.5 million as of December 31, 2011) to the beneficial owners so that they are held
directly by such persons and are no longer consolidated in our financial statements and (ii) restructure the remainder
of these interests (approximately $84.8 million as of December 31, 2011) so that they are reflected as non-controlling
interests in our financial statements. In addition, prior to the offering the Parent Entities will restructure ownership of
certain carried interest rights allocated to retired senior Carlyle professionals so that such carried interest rights will be
reflected as non-controlling interests in our financial statements. Such restructured carried interest rights accounted for
approximately $42.3 million of our performance fee revenue for the year ended December 31, 2011. See Unaudited
Pro Forma Financial Information.

Distribution of Earnings and Excess Accumulated Cash. Prior to the date of the offering the Parent Entities will also
make to their owners one or more cash distributions of previously undistributed earnings and excess accumulated cash

totaling $

Contribution of the Parent Entities and Other Interests to Carlyle Holdings. Prior to the consummation of this
offering:

our senior Carlyle professionals, Mubadala and CalPERS will contribute all of their interests in:
TC Group, L.L.C. to Carlyle Holdings I L.P;

TC Group Investment Holdings, L.P. and TC Group Cayman Investment Holdings, L.P. to Carlyle
Holdings II L.P.; and

TC Group Cayman, L.P. to Carlyle Holdings III L.P.; and
senior Carlyle professionals and other individuals engaged in our business will contribute to the Carlyle

Holdings partnerships a portion of the equity interests they own in the general partners of our existing carry
funds.
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In consideration of these contributions our existing owners will receive an aggregate of Carlyle Holdings
partnership units.

Accordingly, following the Reorganization and this offering, The Carlyle Group L.P. will be a holding partnership
and, through wholly owned subsidiaries, will hold equity interests in three Carlyle Holdings partnerships (which we

refer to collectively as Carlyle Holdings ), which in turn
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will own the four Parent Entities. Through its wholly owned subsidiaries, The Carlyle Group L.P. will be the sole
general partner of each of the Carlyle Holdings partnerships. Accordingly, The Carlyle Group L.P. will operate and
control all of the business and affairs of Carlyle Holdings and will consolidate the financial results of the Carlyle
Holdings partnerships and its consolidated subsidiaries, and the ownership interest of the limited partners of the
Carlyle Holdings partnerships will be reflected as a non-controlling interest in The Carlyle Group L.P. s consolidated
financial statements.

Consolidation of Certain Carlyle Funds

Pursuant to U.S. GAAP, we consolidate certain Carlyle funds, related co-investment entities and CLOs that we advise,
which we refer to collectively as the Consolidated Funds, in our combined and consolidated financial statements for
certain of the periods we present. These funds represented approximately 16% of our AUM as of December 31, 2011,
10% of our fund management fees and 3% of our performance fees for the year ended December 31, 2011.

We are not required under U.S. GAAP to consolidate most of the investment funds we advise in our combined and
consolidated financial statements because such funds provide the limited partners with the right to dissolve the fund
without cause by a simple majority vote of the non-Carlyle affiliated limited partners, which overcomes the
presumption of control by Carlyle. Beginning in 2010, we consolidated certain CLOs that we advise as a result of
revisions to the accounting standards governing consolidations. Beginning in July 2011, we consolidated certain
AlpInvest fund of funds vehicles. As of December 31, 2011, our consolidated CLOs held approximately $11 billion of
total assets and comprised 54% of the assets of the Consolidated Funds and 100% of the loans payable of the
Consolidated Funds. As of December 31, 2011, our consolidated AlpInvest fund of funds vehicles had approximately
$7 billion of total assets and comprised 35% of the assets of the Consolidated Funds. The remainder of the assets of
the Consolidated Funds as of December 31, 2011 relates to our consolidated hedge funds and other consolidated
funds. The assets and liabilities of the Consolidated Funds are generally held within separate legal entities and, as a
result, the liabilities of the Consolidated Funds are non-recourse to us. For further information on consolidation of
certain funds, see Note 2 to the combined and consolidated financial statements included elsewhere in this prospectus.

Generally, the consolidation of the Consolidated Funds has a gross-up effect on our assets, liabilities and cash flows
but has no net effect on the net income attributable to Carlyle Group and members equity. The majority of the net
economic ownership interests of the Consolidated Funds are reflected as non-controlling interests in consolidated
entities, redeemable non-controlling interests in consolidated entities, and equity appropriated for Consolidated Funds
in the combined and consolidated financial statements. For further information, see Note 2 to the combined and
consolidated financial statements included elsewhere in this prospectus.

Because only a small portion of our funds are consolidated, the performance of the Consolidated Funds is not
necessarily consistent with or representative of the combined performance trends of all of our funds.

Key Financial Measures

Our key financial measures are discussed in the following pages.

Revenues

Revenues primarily consist of fund management fees, performance fees, investment income, including realized and

unrealized gains of our investments in our funds and other trading securities, as well as interest and other income. See
Critical Accounting Policies Performance Fees and Note 2 to the combined and consolidated financial statements

included elsewhere in this prospectus for additional information regarding the manner in which management fees and
performance fees are generated.
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Fund Management Fees. Fund management fees include (i) management fees earned on capital commitments or

AUM and (ii) transaction and portfolio advisory fees. Management fees are fees we receive for advisory services we
provide to funds in which we hold a general partner interest or with which we have an investment advisory or

investment management agreement. Management fees are based on (a) third parties capital commitments to our
investment funds, (b) third parties remaining capital invested in our investment funds or (c) the net asset value ( NAV )
of certain of our investment funds, as described in our combined and consolidated financial statements. Fee-earning

AUM based on NAV or fair value was approximately 7% of our total fee-earning AUM during the year ended

December 31, 2011 and less than 6% of our total fee-earning AUM during the year ended December 31, 2010.

Management fees for funds in our Corporate Private Equity and Real Assets segments generally range from 1.0% to
2.0% of commitments during the investment period of the relevant fund. Large funds tend to have lower effective
management fee rates, while smaller funds tend to have effective management fee rates approaching 2.0%. Following
the expiration or termination of the investment period of such funds the management fees generally step-down to
between 0.6% and 2.0% of contributions for unrealized investments. Depending upon the contracted terms of
investment advisory or investment management and related agreements, these fees are called semiannually in advance
and are recognized as earned over the subsequent six month period. As a result, cash on hand and deferred revenue
will generally be higher at or around January 1 and July 1, which are the semiannual due dates for management fees.
Management fees from the fund of funds vehicles in our Fund of Funds Solutions segment generally range from 0.3%
to 1.0% on the fund or vehicle s capital commitments during the first two to five years of the investment period and
0.3% to 1.0% on the lower of cost of the capital invested or fair value of the capital invested thereafter. Management
fees for our Fund of Fund Solutions segment are due quarterly and recognized over the related quarter. Our hedge
funds generally pay management fees quarterly that range from 1.5% to 2.0% of NAV per year. Management fees for
our CLOs typically range from 0.4% to 0.5% on the total par amount of assets in the fund and are due quarterly or
semiannually based on the terms and recognized over the relevant period. Our management fees for our CLOs and
credit opportunities funds are governed by indentures and collateral management agreements. With respect to Claren
Road, ESG and Alplnvest, we retain a specified percentage of the earnings of the businesses based on our ownership
in the management companies of 55% in the case of Claren Road and ESG and 60% in the case of Alplnvest.
Management fees are not subject to repayment but may be offset to the extent that other fees are earned as described
below under  Transaction and Portfolio Advisory Fee .

For the year ended December 31, 2011, management fees attributable to our latest U.S. buyout fund (CP V) with
approximately $13 billion of fee-earning AUM as of such date and our latest Europe buyout fund (CEP III) with
approximately $7 billion of fee-earning AUM as of such date were approximately 20% and 10%, respectively, of total
management fees recognized during the year. For the years ended December 31, 2010 and 2009, management fees
attributable to CP V and CEP III were approximately 21% and 13%, respectively, of total management fees
recognized in each year. No other fund generated over 10% of total management fees in the periods presented.

Transaction and Portfolio Advisory Fees. Transaction and portfolio advisory fees are fees we receive for the
transaction and portfolio advisory services we provide to our portfolio companies. When covered by separate
contractual agreements, we recognize transaction and portfolio advisory fees for these services when the service has
been provided and collection is reasonably assured. We are required to offset our fund management fees earned by a
percentage of the transaction and advisory fees earned, which we refer to as the rebate offsets. Such rebate offset
percentages generally range from 50% to 80% of the transaction and advisory fees earned. While the portfolio
advisory fees are relatively consistent, transaction fees vary in accordance with our investment pace.

Performance Fees. Performance fees consist principally of the special residual allocation of profits to which we are

entitled, commonly referred to as carried interest, from certain of our investment funds, which we refer to as the carry
funds. We are generally entitled to a 20% allocation (or 1.8% to 10% in
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the case of most of our fund of funds vehicles) of the net realized income or gain as a carried interest after returning
the invested capital, the allocation of preferred returns of generally 8% to 9% and the return of certain fund costs
(subject to catch-up provisions as set forth in the fund limited partnership agreement). Carried interest revenue, which
is a component of performance fees in our combined and consolidated financial statements, is recognized by Carlyle
upon appreciation of the valuation of our funds investments above certain return hurdles as set forth in each respective
partnership agreement and is based on the amount that would be due to us pursuant to the fund partnership agreement
at each period end as if the funds were liquidated at such date. Accordingly, the amount of carried interest recognized
as performance fees reflects our share of the fair value gains and losses of the associated funds underlying investments
measured at their then-current fair values. As a result, the performance fees earned in an applicable reporting period
are not indicative of any future period. Carried interest is ultimately realized and distributed when: (i) an underlying
investment is profitably disposed of, (ii) the investment fund s cumulative returns are in excess of the preferred return
and (iii) we have decided to collect carry rather than return additional capital to limited partner investors. The portion
of performance fees that are realized and unrealized in each period are separately reported in our statements of
operations. As noted above, prior to the consummation of this offering, we will restructure certain carried interest
rights allocated to certain retired senior Carlyle professionals of the Parent Entities so that such carried interest rights
are reflected as non-controlling interests in our financial statements. In addition, in connection with the
Reorganization, the portion of carried interest allocated to our senior Carlyle professionals and other personnel who
work in our fund operations will decrease from historical levels to approximately 45%. See Organizational Structure
Reorganization. Among other adjustments, the presentation of Economic Net Income in our pro forma financial
statements includes adjustments to our historical Economic Net Income related to (i) income attributable to the carried
interest rights which will be reflected as non-controlling interests, and (ii) the change in the portion of carried interest
allocated to our senior Carlyle professionals and other personnel who work in our fund operations. See Unaudited Pro
Forma Financial Information.

Under our arrangements with the historical owners and management team of Alplnvest, such persons are allocated all
carried interest in respect of the historical investments and commitments to the fund of funds vehicles that existed as
of December 31, 2010, 85% of the carried interest in respect of commitments from the historical owners of AlpInvest
for the period between 2011 and 2020 and 60% of the carried interest in respect of all other commitments (including
all future commitments from third parties).

Our performance fees are generated by a diverse set of funds with different vintages, geographic concentration,

investment strategies and industry specialties. For an explanation of the fund acronyms used throughout this

Management s Discussion and Analysis of Financial Condition and Results of Operations section, please see
Business Our Family of Funds.

Performance fees from two of our U.S. buyout funds (CP V and CP 1V), (with total AUM of approximately

$14.9 billion and $9.0 billion, respectively, as of December 31, 2011) were $491.9 million and $472.3 million,
respectively, for the year ended December 31, 2011. Performance fees from CP IV were $668.7 million for the year
ended December 31, 2010. The investment by our first Asia buyout fund (CAP I) and related co-investment vehicles

in China Pacific Insurance (Group) Co. Ltd. ( China Pacific ) (with combined total AUM of approximately $5.4 billion
as of December 31, 2009), generated performance fees of $525.5 million for the year ended December 31, 2009.

Realized carried interest may be clawed-back or given back to the fund if the fund s investment values decline below
certain return hurdles, which vary from fund to fund. If the fair value of a fund s investments falls below the applicable
return hurdles previously recognized carried interest and performance fees are reduced. In all cases, each investment
fund is considered separately in evaluating carried interest and potential giveback obligations. For any given period
carried interest income could thus be negative; however, cumulative performance fees and allocations can never be
negative over the life of a fund. In addition, Carlyle is not obligated to pay guaranteed returns or hurdles. If upon a
hypothetical liquidation of a fund s investments at the then-current fair values, previously recognized and distributed
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established in Carlyle s financial statements for the potential giveback obligation. As discussed below, each individual
recipient of realized carried interest typically signs a guarantee agreement or partnership agreement that personally
obligates such person to return his/her pro rata share of any amounts of realized carried interest previously distributed
that are later clawed back. Generally, the actual giveback liability, if any, does not become due until the end of a fund s
life.

In addition to the carried interest from our carry funds, we are also entitled to receive incentive fees or allocations
from certain of our Global Market Strategies funds when the return on AUM exceeds previous calendar-year ending
or date-of-investment high-water marks. Our hedge funds generally pay annual incentive fees or allocations equal to
20% of the fund s profits for the year, subject to a high-water mark. The high-water mark is the highest historical NAV
attributable to a fund investor s account on which incentive fees were paid and means that we will not earn incentive
fees with respect to such fund investor for a year if the NAV of such investor s account at the end of the year is lower
that year than any prior year-end NAV or the NAV at the date of such fund investor s investment, generally excluding
any contributions and redemptions for purposes of calculating NAV. We recognize the incentive fees from our hedge
funds as they are earned. In these arrangements, incentive fees are recognized when the performance benchmark has
been achieved and are included in performance fees in our combined and consolidated statements of operations. These
incentive fees are a component of performance fees in our combined and consolidated financial statements and are
treated as accrued until paid to us.

For any given period, performance fee revenue on our statement of operations may include reversals of previously
recognized performance fees due to a decrease in the value of a particular fund that results in a decrease of cumulative
performance fees earned to date. For the years ended December 31, 2011, 2010 and 2009, the reversals of
performance fees were $(286.8) million, $(38.5) million, and $(133.8) million, respectively.

As of December 31, 2011, accrued performance fees and accrued giveback obligations were approximately
$2.2 billion and $136.5 million, respectively. Each balance assumes a hypothetical liquidation of the funds
investments at December 31, 2011 at their then current fair values. These assets and liabilities will continue to
fluctuate in accordance with the fair values of the fund investments until they are realized.

In addition, realized performance fees may be reversed in future periods to the extent that such amounts become
subject to a giveback obligation. If at December 31, 2011, all investments held by our carry funds were deemed
worthless, the amount of realized and previously distributed performance fees subject to potential giveback would be
$856.7 million. See the related discussion of Contingent Obligations (Giveback) within  Liquidity and Capital
Resources.

As described above, each investment fund is considered separately in evaluating carried interest and potential
giveback obligations. As a result, performance fees within funds will continue to fluctuate primarily due to certain
investments within each fund constituting a material portion of the carry in that fund. Additionally, the fair value of
investments in our funds may have substantial fluctuations from period to period.

In addition, we use the term net performance fees to refer to the carried interest from our carry funds and Global
Market Strategies funds net of the portion allocated to our investment professionals which is reflected as performance
fee related compensation expense.

See  Non-GAAP Financial Measures for the amount of realized and unrealized performance fees recognized and or

reversed each period. See ~ Segment Analysis for the realized and unrealized performance fees by segment and related
discussion for each period.

Table of Contents 201



Edgar Filing: Carlyle Group L.P. - Form S-1/A

Investment Income and Interest and Other Income. Investment income and interest and other income represent the
unrealized and realized gains and losses on our principal investments, including our investments in Carlyle funds that

are not consolidated, our equity method investments and other principal investments, as well as any interest and other
income. Unrealized investment income (loss)

108

Table of Contents 202



Edgar Filing: Carlyle Group L.P. - Form S-1/A

Table of Contents

results from changes in the fair value of the underlying investment, as well as the reversal of unrealized gains (losses)
at the time an investment is realized. As noted above, prior to the consummation of this offering, we will distribute to
their beneficial owners certain investments in or alongside our funds beneficially owned by certain existing and
former owners of the Parent Entities, and restructure the remainder of such beneficial interests so that they are
reflected as non-controlling interests in our financial statements. Among other adjustments, the presentation of
Economic Net Income in our pro forma financial statements includes adjustments to our historical Economic Net
Income related to the investment income that is attributable to any such investments which either will no longer be
consolidated or will be reflected as non-controlling interests, as the case may be. See Unaudited Pro Forma Financial
Information.

Interest and Other Income of Consolidated Funds. Interest and other income of Consolidated Funds principally
represent presently the interest earned on CLO assets. However, the Consolidated Funds are not the same entities in
all periods presented and may change in future periods due to changes in U.S. GAAP, changes in fund terms and
terminations of funds.

Net Investment Gains (Losses) of Consolidated Funds. Net investment gains (losses) of Consolidated Funds measures
the change in the difference in fair value between the assets and the liabilities of the Consolidated Funds. A gain (loss)
indicates that the fair value of the assets of the Consolidated Funds appreciated more (less), or depreciated less (more),
than the fair value of the liabilities of the Consolidated Funds. A gain or loss is not necessarily indicative of the
investment performance of the Consolidated Funds and does not impact the management or incentive fees received by
Carlyle for its management of the Consolidated Funds. Substantially all of the net investment gains (losses) of
Consolidated Funds are attributable to the limited partner investors and allocated to non-controlling interests.
Therefore a gain or loss is not expected to have an impact on the revenues or profitability of Carlyle. Moreover,
although the assets of the Consolidated Funds are consolidated onto our balance sheet pursuant to U.S. GAAP,
ultimately we do not have recourse to such assets and such liabilities are non-recourse to us. Therefore, a gain or loss
from the Consolidated Funds does not impact the assets available to our equity holders.

Expenses

Compensation and Benefits. Compensation includes salaries, bonuses and performance payment arrangements for
non-partners. Bonuses are accrued over the service period to which they relate. Compensation attributable to our
senior Carlyle professionals has historically been accounted for as distributions from equity rather than as employee
compensation. Accordingly, net income as determined in accordance with U.S. GAAP for partnerships is not
comparable to net income of a corporation. Furthermore, any unpaid obligation to our senior Carlyle professionals has
historically been presented as a separate liability to our senior Carlyle professionals. We recognize as compensation
expense the portion of performance fees that are due to our employees and operating executives in a manner consistent
with how we recognize the performance fee revenue. These amounts are accounted for as compensation expense in
conjunction with the related performance fee revenue and, until paid, are recognized as a component of the accrued
compensation and benefits liability. Compensation in respect of performance fees is not paid until the related
performance fees are realized, and not when such performance fees are accrued. The funds do not have a uniform
allocation of performance fees to our employees, senior Carlyle professionals and operating executives. Therefore, for
any given period, the ratio of performance fee compensation to performance fee revenue may vary based on the funds
generating the performance fee revenue for that period and their particular allocation percentages.

Upon the effectiveness of this offering, we will account for compensation to senior Carlyle professionals as an
expense in our statement of operations and have reflected the related adjustments in our pro forma financial
statements. See Unaudited Pro Forma Financial Information. In our calculations of Economic Net Income, Fee
Related Earnings and Distributable Earnings, which are used by management in assessing the performance of our
segments, we include an adjustment to
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reflect a pro forma charge for partner compensation. See ~ Combined and Consolidated Results of Operations
Non-GAAP Financial Measures for a reconciliation of Income Before Provision for Income Taxes to Total Segments
Economic Net Income, of Total Segments Economic Net Income to Fee Related Earnings and of Fee Related Earnings
to Distributable Earnings.

Also upon the effectiveness of this offering, we will implement various equity-based compensation arrangements that
will require senior Carlyle professionals and other employees to vest ownership of a portion of their equity interests
over a future service period of up to six years, which under U.S. GAAP will result in compensation charges over
future periods. Compensation charges associated with the equity-based compensation grants issued upon completion
of this offering or issued in future acquisitions will not be reflected in our calculations of Economic Net Income, Fee
Related Earnings and Distributable Earnings.

We expect that we will hire additional individuals and that overall compensation levels will correspondingly increase,
which will result in an increase in compensation and benefits expense. As a result of recent acquisitions, we will have
charges associated with contingent consideration taking the form of earn-outs and profit participation, some of which
will be reflected as compensation expense in future periods. We also expect that our fundraising will increase in future
periods and as a result we expect that our compensation expense will also increase in periods where we close on
increased levels of new capital commitments. Amounts due to employees related to such fundraising will be expensed
when earned even though the benefit of the new capital and related fees will be reflected in operations over the life of
the related fund.

General, Administrative and Other Expenses. Other operating expenses represent general and administrative expenses
including occupancy and equipment expenses, interest and other expenses, which consist principally of professional
fees, travel and related expenses, communications and information services, depreciation and amortization and foreign
currency transactions.

We anticipate that general, administrative and other expenses will fluctuate significantly from period to period due to
the impact of foreign exchange transactions. Additionally, we expect that general, administrative and other expenses
will vary due to infrequently occurring or unusual items. We also expect to incur greater expenses in the future related
to our recent acquisitions including amortization of acquired intangibles, earn-outs to equity holders and fair value
adjustments on contingent consideration issued.

Interest and Other Expenses of Consolidated Funds. The interest and other expenses of Consolidated Funds consist
primarily of interest expense related primarily to our CLO loans, professional fees and other third-party expenses.

Income Taxes. Prior to the Reorganization in connection with this offering, we have operated as a group of
pass-through entities for U.S. income tax purposes and our profits and losses are allocated to the individual senior
Carlyle professionals, which are individually responsible for reporting such amounts. We record a provision for state
and local income taxes for certain entities based on applicable laws. Based on applicable foreign tax laws, we record a
provision for foreign income taxes for certain foreign entities.

Income taxes for foreign entities are accounted for using the liability method of accounting. Under this method,
deferred tax assets and liabilities are recognized for the expected future tax consequences of differences between the
carrying amounts of assets and liabilities and their respective tax basis, using currently enacted tax rates. The effect on
deferred assets and liabilities of a change in tax rates is recognized in income in the period when the change is
enacted. Deferred tax assets are reduced by a valuation allowance when it is more likely than not that some or all of
the deferred tax assets will not be realized.
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subject to examination. State and local tax returns are generally subject to audit from 2007 to 2011. Specifically, our
Washington, D.C. franchise tax years are currently open, as are our New York City returns, for the tax years 2008 to
2011. Foreign tax returns are generally subject to audit from 2005 to 2011. Certain of our foreign subsidiaries are
currently under audit by foreign tax authorities.

Following this offering the Carlyle Holdings partnerships and their subsidiaries will continue to operate as
pass-through entities for U.S. income tax purposes and record a provision for foreign income taxes for certain foreign
entities. In addition, Carlyle Holdings I GP Inc. is subject to additional entity-level taxes that will be reflected in our
consolidated financial statements. For information on the pro forma effective tax rate of The Carlyle Group L.P.
following the Reorganization, see Note 2(b) in Unaudited Pro Forma Financial Information.

Non-controlling Interests in Consolidated Entities. Non-controlling interests in consolidated entities represent the
component of equity in consolidated entities not held by us. These interests are adjusted for general partner allocations
and by subscriptions and redemptions in hedge funds which occur during the reporting period. Non-controlling
interests related to hedge funds are subject to quarterly or monthly redemption by investors in these funds following
the expiration of a specified period of time (typically one year), or may be withdrawn subject to a redemption fee in
the hedge funds during the period when capital may not be withdrawn. As limited partners in these types of funds
have been granted redemption rights, amounts relating to third-party interests in such consolidated funds are presented
as redeemable non-controlling interests in consolidated entities within the combined and consolidated balance sheets.
When redeemable amounts become legally payable to investors, they are classified as a liability and included in other
liabilities of Consolidated Funds in the combined and consolidated balance sheets. Following this offering, we will
also record significant non-controlling interests in income of consolidated entities relating to the ownership interest of
our existing owners in Carlyle Holdings. As described in  Organizational Structure, The Carlyle Group L.P. will,
through wholly-owned subsidiaries, be the sole general partner of each of the Carlyle Holdings partnerships. The
Carlyle Group L.P. will consolidate the financial results of Carlyle Holdings and its consolidated subsidiaries, and the
ownership interest of the limited partners of Carlyle Holdings will be reflected as a non-controlling interest in The
Carlyle Group L.P. s consolidated financial statements.

Non-GAAP Financial Measures

Economic Net Income. Economic net income or ENI, is a key performance benchmark used in our industry. ENI
represents segment net income which excludes the impact of income taxes, acquisition-related items including
amortization of acquired intangibles and contingent consideration taking the form of earn-outs, charges associated
with equity-based compensation issued in this offering or future acquisitions, corporate actions and infrequently
occurring or unusual events. We believe the exclusion of these items provides investors with a meaningful indication
of our core operating performance. For segment reporting purposes, revenues and expenses, and accordingly segment
net income, are presented on a basis that deconsolidates the Consolidated Funds. ENI also reflects pro forma
compensation expense for compensation to our senior Carlyle professionals, which we have historically accounted for
as distributions from equity rather than as employee compensation. Total Segment ENI equals the aggregate of ENI
for all segments. ENI is evaluated regularly by management in making resource deployment decisions and in
assessing performance of our four segments and for compensation. We believe that reporting ENI is helpful to
understanding our business and that investors should review the same supplemental financial measure that
management uses to analyze our segment performance. This measure supplements and should be considered in
addition to and not in lieu of the results of operations discussed further under Combined and Consolidated Results of
Operations prepared in accordance with U.S. GAAP.

Distributable Earnings. Distributable Earnings is derived from our segment reported results and is an additional

measure to assess performance and amounts potentially available for distribution from Carlyle Holdings to its equity
holders. Distributable Earnings, which is a non-GAAP measure,
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is intended to show the amount of net realized earnings without the effects of consolidation of the Consolidated Funds.
Distributable Earnings is total ENI less unrealized performance fees, unrealized investment income and the
corresponding unrealized performance fee compensation expense. For a discussion of the difference between
Distributable Earnings and cash distributions during the historical periods presented, see Cash Distribution Policy.

Fee Related Earnings. Fee related earnings is a component of ENI and is used to measure our operating profitability
exclusive of performance fees, investment income from investments in our funds and performance fee-related
compensation. Accordingly, fee related earnings reflect the ability of the business to cover direct base compensation
and operating expenses from fee revenues other than performance fees. Fee related earnings are reported as part of our
segment results. We use fee related earnings from operations to measure our profitability from fund management fees.
See Note 14 to the combined and consolidated financial statements included elsewhere in this prospectus.

Operating Metrics
We monitor certain operating metrics that are common to the alternative asset management industry.
Fee-earning Assets under Management

Fee-earning assets under management or Fee-earning AUM refers to the assets we manage from which we derive
recurring fund management fees. Our fee-earning AUM generally equals the sum of:

(a) for carry funds and certain co-investment vehicles where the investment period has not expired, the amount of
limited partner capital commitments and for fund of funds vehicles, the amount of external investor capital
commitments during the commitment period (see Fee-earning AUM based on capital commitments in the table below
for the amount of this component at each period);

(b) for substantially all carry funds and certain co-investment vehicles where the investment period has expired, the
remaining amount of limited partner invested capital (see Fee-earning AUM based on invested capital in the table
below for the amount of this component at each period);

(c) the gross amount of aggregate collateral balance at par, adjusted for defaulted or discounted collateral, of our
CLOs and the reference portfolio notional amount of our synthetic CLOs (see Fee-earning AUM based on collateral
balances, at par in the table below for the amount of this component at each period);

(d) the external investor portion of the net asset value (pre-redemptions and subscriptions) of our long/short credit
funds, emerging markets, multi-product macroeconomic and other hedge funds and certain structured credit funds (see
Fee-earning AUM based on net asset value in the table below for the amount of this component at each period); and

(e) for fund of funds vehicles and certain carry funds where the investment period has expired, the lower of cost or fair
value of invested capital (see Fee-earning AUM based on lower of cost or fair value and other in the table below for

the amount of this component at each period).
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The table below details fee-earning AUM by its respective components at each period.

As of December 31,
2011 2010 2009

(Dollars in millions)
Consolidated Results
Components of Fee-earning AUM
Fee-earning AUM based on capital commitments(1) $ 51,059 $ 44,498 $ 46,460
Fee-earning AUM based on invested capital(2) 19,942 19,364 18,456
Fee-earning AUM based on collateral balances, at par(3) 12,436 11,377 9,379
Fee-earning AUM based on net asset value(4) 7,858 4,782 298
Fee-earning AUM based on lower of cost or fair value and other(5) 19,730 755 818
Total Fee-earning AUM $ 111,025 $ 80,776 $ 75,411

(1) Reflects limited partner capital commitments where the investment period has not expired.

(2) Reflects limited partner invested capital and includes amounts committed to or reserved for investments for
certain real assets funds.

(3) Reflects the gross amount of aggregate collateral balances, at par, for our CLOs.
(4) Reflects the net asset value of our hedge funds (pre-redemptions and subscriptions).
(5) Includes funds with fees based on notional value and gross asset value.
The table below provides the period to period rollforward of fee-earning AUM.
Twelve Months Ended December 31,

2011 2010 2009
(Dollars in millions)

Consolidated Results

Fee-Earning AUM Rollforward

Balance, Beginning of Period $ 80,776 $ 75411 $ 76,326

Acquisitions 34,204 9,604

Inflows, including Commitments(1) 6,228 3,030 1,488

Outflows, including Distributions(2) (7,660) (3,436) (1,681)
Subscriptions, net of Redemptions(3) 1,207 (88) 32

Changes in CLO collateral balances (584) (2,534) (1,140)
Market Appreciation/(Depreciation)(4) 450 38 129

Foreign exchange and other(5) (3,596) (1,249) 257

Balance, End of Period $ 111,025 $ 80,776 $ 75411
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(1) Inflows represent limited partner capital raised by our carry funds and fund of funds vehicles and capital invested
by our carry funds and fund of funds vehicles outside the investment period.

(2) Outflows represent limited partner distributions from our carry funds and fund of funds vehicles and changes in
basis for our carry funds and fund of funds vehicles where the investment period has expired.

(3) Represents the net result of subscriptions to and redemptions from our hedge funds and open-end structured
credit funds.

(4) Market Appreciation/(Depreciation) represents changes in the net asset value of our hedge funds.
(5) Represents the impact of foreign exchange rate fluctuations on the translation of our non-U.S. dollar
denominated funds. Activity during the period is translated at the average rate for the period. Ending balances are

translated at the spot rate as of the period end.

Please referto ~ Segment Analysis for a detailed discussion by segment of the activity affecting fee-earning AUM for
each of the periods presented by segment.

Assets under Management

Assets under management or AUM refers to the assets we manage. Our AUM equals the sum of the following:

(a) the fair value of the capital invested in our carry funds, co-investment vehicles and fund of funds vehicles plus the
capital that we are entitled to call from investors in those funds and vehicles (including our commitments to those

funds and vehicles and those of senior
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Carlyle professionals and employees) pursuant to the terms of their capital commitments to those funds and vehicles;

(b) the amount of aggregate collateral balance at par of our CLOs and the reference portfolio notional amount of our
synthetic CLOs; and

(c) the net asset value of our long/short credit (pre-redemptions and subscriptions), emerging markets, multi-product
macroeconomic and other hedge funds and certain structured credit funds.

Our carry funds are closed-ended funds and investors are not able to redeem their interests under the fund partnership
agreements.

For our carry funds, co-investment vehicles and fund of funds vehicles, total AUM includes the fair value of the
capital invested, whereas fee-earning AUM includes the amount of capital commitments or the remaining amount of
invested capital, depending on whether the investment period for the fund has expired. As such, fee-earning AUM
may be greater than total AUM when the aggregate fair value of the remaining investments is less than the cost of
those investments.

Our calculations of fee-earning AUM and AUM may differ from the calculations of other alternative asset managers
and, as a result, this measure may not be comparable to similar measures presented by others. In addition, our
calculation of AUM includes uncalled commitments to, and the fair value of invested capital in, our funds from
Carlyle and our personnel, regardless of whether such commitments or invested capital are subject to management or
performance fees. Our calculations of fee-earning AUM or AUM are not based on any definition of fee-earning AUM
or AUM that is set forth in the agreements governing the investment funds that we manage.

We generally use fee-earning AUM as a metric to measure changes in the assets from which we earn management
fees. Total AUM tends to be a better measure of our investment and fundraising performance as it reflects assets at
fair value plus available uncalled capital.

Available Capital

Available capital, commonly known as dry powder, for our carry funds refers to the amount of capital commitments
available to be called for investments. Amounts previously called may be added back to available capital following
certain distributions. Expired Available Capital occurs when a fund has passed the investment and follow-on periods
and can no longer invest capital into new or existing deals. Any remaining Available Capital, typically a result of
either recycled distributions or specific reserves established for the follow-on period that are not drawn, can only be
called for fees and expenses and is therefore removed from the Total AUM calculation.
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The table below provides the period to period Rollforward of Available Capital and Fair Value of Capital, and the

resulting rollforward of Total AUM.

Consolidated Results

Balance, As of December 31, 2008
Commitments(1)

Capital Called, net(2)

Distributions(3)

Subscriptions, net of Redemptions(4)
Changes in CLO collateral balances
Market Appreciation/(Depreciation)(5)
Foreign exchange(6)

Balance, As of December 31, 2009

Acquisitions

Commitments(1)

Capital Called, net(2)

Distributions(3)

Subscriptions, net of Redemptions(4)
Changes in CLO collateral balances
Market Appreciation/(Depreciation)(5)
Foreign exchange(6)

Balance, As of December 31, 2010

Acquisitions

Commitments(1)

Capital Called, net(2)

Distributions(3)

Subscriptions, net of Redemptions(4)
Changes in CLO collateral balances
Market Appreciation/(Depreciation)(5)
Foreign exchange(6)

Balance, As of December 31, 2011

Available
Capital

$ 37,182
969

(5,812)
1,225

84
$ 33,648
3,944

(14,819)
2,151

(508)
$ 24,416
16,926
5,405

(12,066)
3,784

(940)

$ 37,525

Fair Value
of Capital

(Dollars in millions)

$ 49,157

5,041
(2,259)
32
(1,171)
5,135
249

$ 56,184
10,463

14,312
(8,391)
(140)
(3,119)
14,524
(737)

$ 83,09
31,300

11,281
(22,597)

1,338
(1,116)

7,759
(1,563)

$ 109,498

Total AUM

$

$

86,339
969
(771)
(1,034)
32
(1,171)
5,135
333

89,832

10,463

3,944
(507)
(6,240)
(140)
(3,119)

14,524
(1,245)

107,512

48,226
5,405
(785)
(18,813)
1,338
(1,116)
7,159
(2,503)

147,023

(1) Represents capital raised by our carry funds and fund of funds vehicles, net of expired available capital.

(2) Represents capital called by our carry funds and fund of funds vehicles, net of fund fees and expenses.

(3) Represents distributions from our carry funds and fund of funds vehicles, net of amounts recycled.
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Represents the net result of subscriptions to and redemptions from our hedge funds and open-end structured
credit funds.

(5) Market Appreciation/(Depreciation) represents realized and unrealized gains (losses) on portfolio investments
and changes in the net asset value of our hedge funds.

(6) Represents the impact of foreign exchange rate fluctuations on the translation of our non-U.S. dollar
denominated funds. Activity during the period is translated at the average rate for the period. Ending balances are

translated at the spot rate as of the period end.

Please referto ~ Segment Analysis for a detailed discussion by segment of the activity affecting Total AUM for each of
the periods presented.

Combined and Consolidated Results of Operations

The following table and discussion sets forth information regarding our combined and consolidated results of
operations for the years ended December 31, 2011, 2010 and 2009. The
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combined and consolidated financial statements of Carlyle Group have been prepared on substantially the same basis
for all historical periods presented; however, the consolidated funds are not the same entities in all periods shown due
to changes in U.S. GAAP, changes in fund terms and the creation and termination of funds. Pursuant to revised
consolidation guidance, effective January 1, 2010, we consolidated CLOs where through our management contract
and other interests we are deemed to hold a controlling financial interest. On December 31, 2010, we completed our
acquisition of Claren Road and consolidated its operations and certain of its managed funds from that date forward. In
addition, on July 1, 2011, we completed the acquisitions of ESG and Alplnvest and consolidated these entities as well
as certain of their managed funds from that date forward. As further described below, the consolidation of these funds
had the impact of increasing interest and other income of Consolidated Funds, interest and other expenses of
Consolidated Funds, and net investment gains (losses) of Consolidated Funds for the year ended December 31, 2011
as compared to the year ended December 31, 2010, and for the year ended December 31, 2010 as compared to the year
ended December 31, 2009. The consolidation of these funds had no effect on net income attributable to Carlyle Group
for the periods presented.

Year Ended December 31,
2011 2010 2009
(Dollars in millions)

Statement of operations data

Revenues

Fund management fees $ 9155 $ 7703 $ 788.1
Performance fees

Realized 1,307.4 266.4 11.1
Unrealized (185.8) 1,215.6 485.6
Total performance fees 1,121.6 1,482.0 496.7
Investment income (loss)

Realized 65.1 11.9 5.2)
Unrealized 13.3 60.7 10.2
Total investment income (loss) 78.4 72.6 5.0
Interest and other income 15.8 214 27.3
Interest and other income of Consolidated Funds 714.0 452.6 0.7
Total revenues 2,845.3 2,798.9 1,317.8
Expenses

Compensation and benefits

Base compensation 374.5 265.2 264.2
Performance fee related

Realized 225.7 46.6 1.1
Unrealized (122.3) 117.2 83.1
Total compensation and benefits 471.9 429.0 348.4
General, administrative and other expenses 323.5 177.2 236.6
Interest 60.6 17.8 30.6
Interest and other expenses of Consolidated Funds 453.1 233.3 0.7
Loss (gain) from early extinguishment of debt, net of related expenses 2.5 (10.7)
Equity issued for affiliate debt financing 214.0
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Other non-operating expenses 32.0

Total expenses 1,347.1 1,073.8 605.6

Net investment losses of Consolidated Funds (323.3) (245.4) (33.8)
Gain on business acquisition 7.9

Income before provision for income taxes 1,182.8 1,479.7 678.4

Provision for income taxes 28.5 20.3 14.8

Net income 1,154.3 1,459.4 663.6

Net loss attributable to non-controlling interests in consolidated entities (202.6) (66.2) (30.5)
Net income attributable to Carlyle Group $ 1,3569 $ 1,5256 $ 694.1
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Year Ended December 31, 2011 Compared to the Year Ended December 31, 2010
Revenues

Total revenues were $2,845.3 million for the year ended December 31, 2011, an increase of 2% over total revenues in
2010. The increase in revenues was primarily attributable to an increase in interest and other income of Consolidated
Funds and fund management fees which increased $261.4 million and $145.2 million, respectively. The increase in
revenues was partially offset by a decrease in performance fees of $360.4 million.

Fund Management Fees. Fund management fees increased $145.2 million, or 19%, to $915.5 million for the year
ended December 31, 2011 as compared to 2010. In addition, fund management fees from consolidated funds increased
$61.6 million for the year ended December 31, 2011 as compared to 2010. These fees eliminate upon consolidation of
these funds.

Approximately $195.5 million of the $206.8 million increase was due to incremental management fees resulting from
the acquisitions of ESG and AlplInvest in July 2011, the acquisition of Claren Road in December 2010, and from
acquired CLO contracts from Stanfield and Mizuho in the second half of 2010. In addition, during the year ended
December 31, 2011, management fees increased as a result of new capital raised for one of our U.S. real estate funds
and our South America buyout fund. Fund management fees include transaction and portfolio advisory fees, net of
rebate offsets, of $75.7 million and $50.0 million for the years ended December 31, 2011 and 2010, respectively. The
$25.7 million increase in transaction and portfolio advisory fees resulted from greater investment activity during 2011
as compared to 2010. These fee increases were offset by non-recurring management fees earned in 2010 from final
closings of two corporate private equity funds and lower fees from our third European buyout fund beginning in the
fourth quarter of 2010.

Performance Fees. Performance fees for the year ended December 31, 2011 were $1,121.6 million compared to
$1,482.0 million in 2010. In addition, performance fees from consolidated funds increased $37.0 million for the year
ended December 31, 2011 as compared to 2010. These fees eliminate upon consolidation. The performance fees
recorded in 2011 and 2010 were due principally to increases in the fair value of the underlying funds, which increased
approximately 16% and 34% in total remaining value during 2011 and 2010, respectively. The net appreciation in the
fair value of the investments was driven by improved asset performance and operating projections as well as increases
in market comparables. Approximately $845.8 million and $1,259.0 million of performance fees for the years ended
December 31, 2011 and 2010, respectively, were generated by our Corporate Private Equity segment. Performance
fees for the years ended December 31, 2011 and 2010 were $145.9 million and $144.6 million for the Global Market
Strategies segment, and $150.4 million and $78.4 million for the Real Assets segment, respectively. Performance fees
for the Fund of Funds Solutions segment, which was established upon the completion of the acquisition of AlpInvest,
were $(20.5) million for the period from July 1, 2011 through December 31, 2011. Further, approximately

$964.2 million of our performance fees for the year ended December 31, 2011 were related to CP V and CP IV.

Investment Income (Loss). Investment income of $78.4 million in the year ended December 31, 2011 increased 8%
over 2010. The $5.8 million increase relates primarily to appreciation of investments in our funds that are not
consolidated. In addition, investment income from Consolidated Funds increased $5.7 million for the year ended
December 31, 2011 as compared to 2010, primarily from the increase in fair value of our investments in the equity
tranches of our CLOs. This income is eliminated upon consolidation.

Interest and Other Income. Interest and other income decreased $5.6 million to $15.8 million for the year ended
December 31, 2011, as compared to $21.4 million in 2010.
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Interest and Other Income of Consolidated Funds. Interest and other income of Consolidated Funds was

$714.0 million in the year ended December 31, 2011, an increase of $261.4 million from $452.6 million in 2010. This
increase relates primarily to the acquired CLOs of Stanfield and Mizuho as well as the consolidated funds associated
with the acquisitions of ESG, Alplnvest, and Claren Road.
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The CLOs generate interest income primarily from investments in bonds and loans inclusive of amortization of
discounts and generate other income from consent and amendment fees. Substantially all interest and other income of
our CLOs together with interest expense of our CLOs and net investment gains (losses) of Consolidated Funds is
attributable to the related funds limited partners or CLO investors and therefore is allocated to non-controlling
interests. Accordingly, such amounts have no material impact on net income attributable to Carlyle Group.

Expenses

Expenses were $1,347.1 million for the year ended December 31, 2011, an increase of $273.3 million from
$1,073.8 million in 2010. The increase in expenses is partially due to the acquisitions that occurred in 2011 and the
second half of 2010. The increase is due primarily to increases in general, administrative and other expenses and
interest and other expenses of Consolidated Funds, which increased $146.3 million and $219.8 million, respectively.
The increase was partially offset by a decrease from the non-recurring expense associated with the equity issued for
affiliate debt financing of $214.0 million recorded in 2010.

Total compensation and benefits for the year ended December 31, 2011 increased $48.9 million, or 11%, from $429.0
million in 2010 to $477.9 million in 2011. The increase was primarily driven by base compensation, which increased
primarily from the increase in headcount from 2010 to 2011, including additional professionals from the acquisitions
of ESG, Alplnvest, and Claren Road. All compensation to senior Carlyle professionals is accounted for as equity
distributions in our combined and consolidated financial statements. Had such amounts been accounted for as
compensation expense, then total expenses would have been $2,018.6 million and $1,842.0 million in the years ended
December 31, 2011 and 2010, respectively, representing an increase of $176.6 million due primarily to increases in
general, administrative and other expenses of $146.3 million and interest and other expenses of Consolidated Funds of
$219.8 million, offset by a decrease from the non-recurring expense associated with the equity issued for affiliate debt
financing of $214.0 million recorded in 2010.

Compensation and Benefits. Base compensation and benefits increased $109.3 million, or 41%, in the year ended
December 31, 2011 as compared to 2010, which primarily relates to the acquisitions of ESG, AlpInvest, and Claren
Road and the addition of their professionals. The balance of the increase primarily reflects the increase in other
personnel and increases in base compensation reflecting promotions and merit pay adjustments. Performance related
compensation expense decreased $60.4 million in the year ended December 31, 2011 as compared to 2010, of which
$179.1 million was an increase in realized performance fee related compensation and $239.5 million was a decrease in
unrealized performance fee related compensation. Compensation and benefits excludes amounts earned by senior
Carlyle professionals for compensation and carried interest allocated to our investment professionals as such amounts
are accounted for as distributions from equity. Base compensation and benefits attributable to senior Carlyle
professionals was $243.3 million and $197.5 million and performance related compensation attributable to senior
Carlyle professionals was $428.2 million and $570.7 million in the years ended December 31, 2011 and 2010,
respectively. Base compensation and benefits would have been $617.8 million and $462.7 million and performance
related compensation would have been $531.6 million and $734.5 million in the years ended December 31, 2011 and
2010, respectively, had compensation attributable to senior Carlyle professionals been treated as compensation
expense. As adjusted for amounts related to senior Carlyle professionals, performance related compensation as a
percentage of performance fees was 47% and 50% in the years ended December 31, 2011 and 2010, respectively.
Total compensation and benefits would have been $1,149.4 million and $1,197.2 million in the years ended
December 31, 2011 and 2010, respectively, had compensation attributable to senior Carlyle professionals been treated
as compensation expense.

General, Administrative and Other Expenses. General, administrative and other expenses increased $146.3 million

for the year ended December 31, 2011 as compared to 2010. This increase was driven primarily by (i) approximately
$57.3 million increase in amortization expense associated with intangible assets acquired in 2011 and 2010; (ii) an
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$11.1 million; (iv) an increase in office rent of $7.3 million; (v) a negative variance of $21.3 million related to foreign
currency remeasurements; and (vi) approximately $32.1 million of expenses related to the operations of Claren Road,
Alplnvest and ESG.

Interest. Our interest expense for the year ended December 31, 2011 was $60.6 million, an increase of $42.8 million
from 2010. This increase was primarily attributable to $33.6 million of interest expense recorded in 2011 on our
subordinated notes payable to Mubadala which we issued in December 2010. In October 2011 and March 2012, we
used borrowings on the revolving credit facility of our existing senior secured credit facility to redeem the

$500 million aggregate principal amount of the subordinated notes payable to Mubadala. As of March 2012, the
subordinated notes payable to Mubadala have been fully redeemed. The balance of the increase results from higher
borrowings under our refinanced term loan and our revolving credit facility and indebtedness incurred in connection
with the acquisition of Claren Road.

Interest and Other Expenses of Consolidated Funds. Interest and other expenses of Consolidated Funds increased
$219.8 million in the year ended December 31, 2011 as compared to 2010 due primarily to the acquisition of CLOs
from Stanfield and Mizuho in 2010 and the consolidated Claren Road and ESG funds. The CLOs incur interest
expense on their loans payable and incur other expenses consisting of trustee fees, rating agency fees and professional
fees. Substantially all interest and other income of our CLOs together with interest expense of our CLOs and net
investment gains (losses) of Consolidated Funds is attributable to the related funds limited partners or CLO investors
and therefore is allocated to non-controlling interests. Accordingly, such amounts have no material impact on net
income attributable to Carlyle Group.

Other Non-operating Expenses. Other non-operating expenses of $32.0 million for the year ended December 31, 2011
reflect a $28.5 million fair value adjustment on our subordinated notes payable to Mubadala. In October 2011 and
March 2012, we used borrowings on the revolving credit facility of our existing senior secured credit facility to
redeem the $500 million aggregate principal amount of the subordinated notes payable to Mubadala. As of

March 2012, the subordinated notes payable to Mubadala have been fully redeemed. Also included in non-operating
expenses are $3.5 million of fair value adjustments on the performance earn-outs related to the acquisitions of Claren
Road, ESG and Alplnvest. See Note 3 to the combined and consolidated financial statements included elsewhere in
this prospectus.

Net Investment Losses of Consolidated Funds

For the year ended December 31, 2011, net investment losses of Consolidated Funds was $323.3 million, as compared
to $245.4 million for the year ended December 31, 2010. This balance is predominantly driven by our consolidated
CLOs, hedge funds and AlpInvest fund of funds vehicles, and to a lesser extent by the other consolidated funds in our
financial statements. The amount reflects the net gain or loss on the fair value adjustment of both the assets and
liabilities of our consolidated CLOs. The components of net investment losses of consolidated funds for the respective
periods are comprised of the following:

Year Ended
December 31,
2011 2010
(Dollars in millions)

Realized gains $ 658.8 $ 741
Net change in unrealized gains/losses (919.6) 427.9
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Total gains (losses) (260.8) 502.0
Losses on liabilities of CLOs (64.2) (752.4)
Gains on other assets of CLOs 1.7 5.0
Total $ (323.3) $ (245.4)

The realized and unrealized investment gains/losses include the appreciation/depreciation of the equity investments
within the consolidated AlpInvest fund of funds vehicles and corporate
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private equity funds, the appreciation/depreciation of investments made by our consolidated hedge funds, and the
appreciation/depreciation of CLO investments in loans and bonds. The losses on the liabilities of the CLOs reflects the
fair value adjustment on the debt of the CLOs. The liabilities of the CLOs have a lower degree of market liquidity
than the CLO investments in bonds and loans and accordingly, their fair value changes will not necessarily be
correlated. During the year ended December 31, 2011, the liabilities appreciated more than the investments, creating a
net investment loss. Also contributing to the net investment losses for the year ended December 31, 2011 was
approximately $75.1 million of net investment losses attributable to the consolidated funds from the acquisitions of
Claren Road, ESG, and AlpInvest.

Net Loss Attributable to Non-controlling Interests in Consolidated Entities

Net loss attributable to non-controlling interests in consolidated entities was $202.6 million for the year ended
December 31, 2011 compared to $66.2 million for the year ended December 31, 2010. These amounts are primarily
attributable to the net earnings or losses of the Consolidated Funds for each period, which are substantially all
allocated to the related funds limited partners or CLO investors.

During the year ended December 31, 2011, the net loss of our Consolidated Funds was approximately $208.8 million.
This loss was substantially due to our consolidated CLOs and the consolidated funds associated with the Claren Road,
ESG, and Alplnvest acquisitions. The consolidated CLOs generated a net loss of $122.0 million in 2011. The CLO
liabilities appreciated in value greater than the CLO investments in loans and bonds, thereby creating a net loss. Also,
the net loss from the consolidated AlpInvest fund of funds vehicles was approximately $220.4 million. The amount of
the loss was offset by approximately $84.4 million of income allocated to the investors in the consolidated hedge
funds which are reflected in redeemable non-controlling interests in consolidated entities on our combined and
consolidated balance sheet. This compares to the net loss of our Consolidated Funds of $76.9 million for the year
ended December 31, 2010. The 2010 loss was driven by the losses incurred on the CLO liabilities as the liabilities
appreciated in value greater than the investments of the CLOs. The investment loss was reduced by interest income in
excess of interest expense from the CLOs. The consolidated AlpInvest fund of funds vehicles and hedge funds were
acquired with our acquisitions of AlpInvest, ESG, and Claren Road and accordingly did not impact the 2010 results.

Year Ended December 31, 2010 Compared to the Year Ended December 31, 2009
Revenues

Total revenues were $2,798.9 million for the year ended December 31, 2010, an increase of approximately

$1.5 billion compared to total 2009 revenues of $1,317.8 million. The increase in revenues was primarily attributable
to an increase in performance fees of $985.3 million to $1,482.0 million for the year ended December 31, 2010 and an
increase of $451.9 million in interest and other income of Consolidated Funds. Investment income also increased
$67.6 million over 2009 while interest and other income decreased $5.9 million in 2010 and fund management fees
decreased $17.8 million.

Fund Management Fees. Fund management fees decreased $17.8 million, or 2%, to $770.3 million for the year ended
December 31, 2010 compared to 2009. The decrease in fund management fees was due to the consolidation of CLOs
beginning in 2010 as a result of revisions to the accounting standards governing consolidations. The management fees
from the consolidated CLOs eliminate upon consolidation of these funds. Fund management fees from consolidated
CLOs of $43.3 million for the year ended December 31, 2010 were eliminated from our financial statements. Fund
management fees prior to elimination increased to $813.6 million for 2010 from $788.1 million in 2009, an increase of
3% or $25.5 million. Fund management fees include transaction and portfolio advisory fees, net of rebate offsets, of
$50.0 million and $32.9 million for 2010 and 2009, respectively. The $25.5 million increase in total fund management
fees was due primarily to the acquisition of CLO contracts from Stanfield and Mizuho which contributed
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advisory fees of $17.1 million, net of rebate offsets. This increase in transaction and portfolio advisory fees resulted
from an increase in investment activity during 2010.

Performance Fees. Performance fees recognized in 2010 were $1,482.0 million compared to $496.7 million in 20009.
The increase in performance fees was due principally to increases in the fair value of the underlying funds which
increased in value a total of approximately 34% during 2010. The net appreciation in the fair value of the investments
was driven by improved asset performance and operating projections of our funds portfolio companies as well as
increases in market comparables. Approximately $668.7 million of 2010 performance fees are related to one of our
funds in our Corporate Private Equity business.

Investment Income (Loss). Investment income for the year ended December 31, 2010 was $72.6 million, and was
primarily attributable to our equity investments in our funds and trading securities. Investment income increased
$67.6 million as compared to 2009, due principally to increases in the fair value of our funds net assets. Investment
income in 2010 excludes $19.0 million of income which is primarily attributable to our investments in the equity
tranches of our consolidated CLOs. This income is eliminated upon consolidation.

Interest and Other Income. Interest and other income decreased $5.9 million from 2009 to $21.4 million in 2010.

Interest and Other Income of Consolidated Funds. Interest and other income of Consolidated Funds was

$452.6 million in 2010, up from $0.7 million in 2009. This income relates primarily to our CLOs which we were
required to begin consolidating in 2010 upon a change in U.S. GAAP. The CLOs generate interest income primarily
from investments in bonds and loans inclusive of amortization of discounts and generate other income from consent
and amendment fees. Substantially all interest and other income of our CLOs together with interest expense of our
CLOs and net investment gains (losses) of Consolidated Funds is attributable to the related funds limited partners or
CLO investors and therefore is allocated to non-controlling interests. Accordingly, such amounts have no material
impact on net income attributable to Carlyle Group.

Expenses

Total expenses were $1,073.8 million for the year ended December 31, 2010, an increase of $468.2 million from
$605.6 million for the year ended December 31, 2009. The significant increase in expenses was due primarily to a
$214.0 million expense associated with the issuance of the subordinated notes to Mubadala in December 2010, as well
as the consolidation of our CLOs beginning on January 1, 2010 as a result of revisions to the accounting standards
governing consolidations and the corresponding increase in interest and other expenses of Consolidated Funds, which
increased $232.6 million in 2010 from $0.7 million in 2009. Also contributing to the increase in expenses was an
increase in compensation and benefits related to performance fees which increased $79.6 million due to higher
performance fees in 2010 as previously described.

Compensation and Benefits. Base compensation and benefits remained relatively unchanged during 2010 with a net
increase of $1.0 million, or less than 1%. Performance fee related compensation expense increased $79.6 million of
which $45.5 million was realized in 2010 and $34.1 million is due to the increase in unrealized performance fees.
Compensation and benefits excludes amounts earned by senior Carlyle professionals for compensation and carried
interest allocated to our investment professionals as such amounts are accounted for as distributions from equity. Base
compensation and benefits attributable to senior Carlyle professionals was $197.5 million and $182.2 million and
performance related compensation attributable to senior Carlyle professionals was $570.7 million and $157.5 million
in 2010 and 2009, respectively. Base compensation and benefits would have been $462.7 million and $446.4 million
and performance related compensation would have been $734.5 million and $241.7 million in 2010 and 2009,
respectively, had compensation attributable to senior Carlyle professionals been treated as compensation expense. As
adjusted for amounts related to senior Carlyle professionals, base compensation and benefits increased 4% primarily
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of performance fees was 50% and 49% in 2010 and 2009, respectively. Total compensation and benefits would have
been $1,197.2 million and $688.1 million in 2010 and 2009, respectively, had compensation attributable to senior
Carlyle professionals been treated as compensation expense.

General, Administrative and Other Expenses. General, administrative and other expenses decreased $59.4 million
compared to the year ended December 31, 2009. This decrease was driven by (i) the incurrence in 2009 of a

$20 million charge in connection with the resolution of an inquiry by the Office of the Attorney General of the State
of New York regarding the use of placement agents by various asset managers, including Carlyle, to solicit New York
public pension funds for private equity and hedge fund commitments (the NYAG Settlement ), (ii) approximately
$4.8 million of expenses in 2009 associated with the shut down of our Latin America real estate fund and (iii) a
positive variance of $34 million related to foreign currency remeasurements. In addition, severance and lease
termination expenses were approximately $20 million less in 2010 compared to 2009. This decrease in expense was
substantially offset by higher professional fees in 2010.

Interest. Our interest expense for the year ended December 31, 2010 was $17.8 million, a decrease of $12.8 million
from the prior year. This decrease was primarily due to lower outstanding borrowings during most of 2010 until we
refinanced our term loan in November 2010 and borrowed $494 million of subordinated debt in December 2010. In
connection with these refinancing transactions we incurred $2.5 million in early extinguishment charges in 2010 as

compared to a gain of $10.7 million from early repayment of debt in 20009.

Interest and Other Expenses of Consolidated Funds. Beginning on January 1, 2010 we were required to consolidate
our CLOs as a result of revisions to the accounting standards governing consolidations. The loans of our Consolidated
Funds have recourse only to the assets of the Consolidated Funds. Interest expense and other expenses of
Consolidated Funds increased $232.6 million in 2010 from $0.7 million in 2009. The CLOs incur interest expense on
their loans payable, and incur other expenses consisting of trustee fees, rating agency fees and professional fees.
Substantially all interest and other income of our CLOs together with interest expense of our CLOs and net investment
gains (losses) of Consolidated Funds is attributable to the related funds limited partners or CLO investors and
therefore is allocated to non-controlling interests. Accordingly, such amounts have no material impact on net income
attributable to Carlyle Group.

Equity Issued for Affiliate Debt Financing. In December 2010, we issued equity interests to Mubadala in connection
with the placement of the subordinated notes. Because we elected the fair value option to account for the subordinated
notes, we expensed the fair value of the equity interests as an upfront debt issuance cost totaling $214.0 million.

Net Investment Losses of Consolidated Funds

For the year ended December 31, 2010, net investment losses of Consolidated Funds was a loss of $245.4 million, an
increase of $211.6 million compared to the loss of $33.8 million for the year ended December 31, 2009. The

Consolidated Funds include our CLOs beginning in 2010 as a result of
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revisions to the accounting standards governing consolidations. The components of net investment gains (losses) of
Consolidated Funds for the respective periods are comprised of the following:

Year Ended
December 31,
2010 2009
(Dollars in millions)
Realized gains (losses) $ 741 $ (6.4
Net change in unrealized gains 427.9 (27.4)
Total gains (losses) 502.0 (33.8)
Gains (losses) on liabilities of CLOs (752.4)
Gains on other assets of CLOs 5.0
Total $ (245.4) $ (33.8)

The realized and unrealized investment gains include the appreciation of the equity investments within the
consolidated corporate private equity funds as well as the appreciation of CLO investments in loans and bonds for
2010. The gains (losses) on the liabilities of the CLOs reflects the fair value adjustment on the debt of the CLOs. The
liabilities of the CLOs have a lower degree of market liquidity than the CLO investments in bonds and loans and
accordingly, their fair value changes will not necessarily be correlated. During the year ended December 31, 2010, the
liabilities appreciated more than the investments, creating a net investment loss. The comparative 2009 activity only
includes the effect of consolidated corporate private equity funds.

Net Loss Attributable to Non-controlling Interests in Consolidated Entities

Net loss attributable to non-controlling interests in consolidated entities was $66.2 million for the year ended
December 31, 2010 compared to $30.5 million for the year ended December 31, 2009. This increase was primarily
attributable to the net loss of the Consolidated Funds, which is substantially all allocated to the related funds limited
partners or CLO investors. During the year ended December 31, 2010, the net loss of our Consolidated Funds was
approximately $76.9 million and was substantially impacted by our consolidation of CLOs beginning in January 2010
due to a change in accounting standards. The 2010 loss was driven by the losses incurred on the CLO liabilities as the
liabilities appreciated in value greater than the investments of the CLOs. The investment loss was reduced by interest
income in excess of interest expense from the CLOs. This compares to a net loss of $33.8 million from our
Consolidated Funds in 2009 which is entirely due to net investment losses.

Non-GAAP Financial Measures

The following table sets forth information in the format used by management when making resource deployment
decisions and in assessing performance of our segments. These non-GAAP financial measures are presented for the
three years ended December 31, 2011, 2010 and 2009. The table below shows our total segment Economic Net
Income which is composed of the sum of Fee Related Earnings, Net Performance Fees and Investment Income. This
analysis excludes the effect of consolidated funds, amortization of intangible assets and acquisition related expenses,
treats compensation attributable to senior Carlyle professionals as compensation expense and adjusts for
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other nonrecurring or unusual items and corporate actions. See Note 14 to the combined and consolidated financial

statements included elsewhere in this prospectus.

Segment Revenues

Fund level fee revenues
Fund management fees
Portfolio advisory fees, net
Transaction fees, net

Total fund level fee revenues
Performance fees

Realized

Unrealized

Total performance fees
Investment income (loss)
Realized

Unrealized

Total investment income (loss)
Interest and other income

Total revenues

Segment Expenses

Direct compensation and benefits
Direct base compensation
Performance fee related

Realized

Unrealized

Total direct compensation and benefits
General, administrative and other indirect compensation
Interest expense

Total expenses

Economic Net Income

Fee Related Earnings

Net Performance Fees

Investment Income
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$

Year Ended December 31,

2011

870.5
37.5
38.2

946.2

1,301.3
(195.1)

1,106.2

65.6
15.8

81.4
15.5

2,149.3

404.4

623.8
(148.0)

880.2
376.8
59.2
1,316.2
833.1
121.3
630.4

81.4

$

$
$
$

2010
(Dollars in millions)

763.5
19.8
30.2

813.5

274.2
1,204.1

1,478.3

10.4
61.2

71.6
224

2,385.8

350.1

140.7
593.8

1,084.6
269.4
17.8
1,371.8
1,014.0
198.6
743.8

71.6

2009

755.2
18.2
14.7

788.1

11.0
479.7

490.7

1.7
94

7.7
27.3

1,313.8

340.4

3.6
238.1

582.1
284.8

30.6
897.5
416.3
159.6
249.0

7.7
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Income before provision for income taxes is the GAAP financial measure most comparable to economic net income,
fee related earnings, and distributable earnings. The following table is a reconciliation of income before provision for
income taxes to economic net income, to fee related earnings, and to distributable earnings.

Income before provision for income taxes

Partner compensation(1)

Acquisition related charges and amortization of intangibles

Gain on business acquisition

Equity issued for affiliate debt financing

Other non-operating expenses
Loss on NYAG settlement

Loss (gain) associated with early extinguishment of debt
Non-controlling interests in consolidated entities

Severance and lease terminations
Other

Economic Net Income

Net performance fees(2)
Investment income(2)

Fee Related Earnings

Realized performance fees, net of related compensation(2)

Investment income (loss) realized(2)

Distributable Earnings

Year Ended December 31,
2011 2010 2009
(Dollars in millions)

$ 1,1828 $ 14797 $ 6784
(671.5) (768.2) (339.7)

91.5 11.0
(7.9)
214.0
32.0
20.0
25 (10.7)
202.6 66.2 30.5
4.5 8.5 29.0
0.9) 0.3 8.8

$ 8331 $ 10140 $ 4163

630.4 743.8 249.0
81.4 71.6 7.7

$ 1213 $§ 1986 $ 159.6

677.5 133.5 7.4
65.6 10.4 (1.7)

$ 8644 $§ 3425 § 1653

(1) Adjustments for partner compensation reflect amounts due to senior Carlyle professionals for compensation and
carried interest allocated to them, which amounts were classified as distributions from equity in our financial

statements.

(2) See reconciliation to most directly comparable U.S. GAAP measure below:

Table of Contents

Year Ended December 31, 2011

Total
Reportable

Consolidated Adjustments(3) Segments

(Dollars in millions)
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Performance fees

Realized $ 13074 % 6.1) $ 1,301.3

Unrealized (185.8) 9.3) (195.1)
Total performance fees 1,121.6 (15.4) 1,106.2

Performance fee related compensation expense

Realized 225.7 398.1 623.8

Unrealized (122.3) (25.7) (148.0)
Total performance fee related compensation expense 103.4 3724 475.8

Net performance fees

Realized 1,081.7 (404.2) 677.5

Unrealized (63.5) 16.4 “47.1)
Total net performance fees $ 10182 % (387.8) $ 630.4

Investment income

Realized $ 65.1 § 05 $ 65.6

Unrealized 13.3 2.5 15.8

Total investment income $ 784 % 30 % 81.4

(3) Adjustments to performance fees and investment income relate to amounts earned from the Consolidated
Funds, which were eliminated in the U.S. GAAP consolidation but were included in the segment results, and
amounts attributable to non-controlling interests in consolidated entities, which were excluded from the
segment results. Adjustments to performance fee related compensation expense relate to the inclusion of
partner compensation in the segment results. Adjustments are also included in these financial statement
captions to reflect Carlyle s 55% economic interest in Claren Road and ESG and Carlyle s 60% interest in
Alplnvest in the segment results.
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(2) See reconciliation to most directly comparable U.S. GAAP measure below:

Performance fees
Realized
Unrealized

Total performance fees

Performance fee related compensation expense
Realized

Unrealized

Total performance fee related compensation expense
Net performance fees

Realized

Unrealized

Total net performance fees
Investment income (loss)
Realized

Unrealized

Total investment income (loss)

Performance fees
Realized
Unrealized

Total performance fees
Performance fee related compensation expense
Realized

Unrealized

Total performance fee related compensation expense

Table of Contents

Year Ended December 31, 2010

Total
Carlyle Reportable
Consolidated Adjustments(4) Segments
(Dollars in millions)
$ 2664 $ 78 $ 274.2
1,215.6 (11.5) 1,204.1
1,482.0 (3.7) 1,478.3
46.6 94.1 140.7
117.2 476.6 593.8
163.8 570.7 734.5
219.8 (86.3) 133.5
1,098.4 (488.1) 610.3
$ 1,3182 $ (574.4) $ 743.8
$ 119 $ (L.5) $ 10.4
60.7 0.5 61.2
$ 726 % (1.0) $ 71.6

Year Ended December 31, 2009

Total
Carlyle Reportable
Consolidated Adjustments(4) Segments
(Dollars in millions)
$ 1.1 3 0.1 $ 11.0
485.6 (5.9) 479.7
496.7 (6.0) 490.7
1.1 2.5 3.6
83.1 155.0 238.1
84.2 157.5 241.7
234
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Net performance fees
Realized
Unrealized

Total net performance fees
Investment income (loss)
Realized

Unrealized

Total investment income (loss)

: Carlyle Group L.P. - Form S-1/A

10.0

402.5

$ 4125
$ (5.2)
10.2

$ 5.0

$

$

$

(2.6)
(160.9)

(163.5)
35
0.8)

2.7

7.4

241.6

$ 249.0
$ (1.7)
9.4

$ 7.7

(4) Adjustments to performance fees and investment income (loss) relate to amounts earned from the Consolidated
Funds, which were eliminated in the U.S. GAAP consolidation but were included in the segment results, and
amounts attributable to non-controlling interests in consolidated entities, which were excluded from the
segment results. Adjustments to performance fee related compensation expense relate to the inclusion of
partner compensation in the segment results.
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Economic Net Income (Loss) and Distributable Earnings for our reportable segments are as follows:

Year Ended December 31,
2011 2010 2009
(Dollars in millions)

Economic Net Income (Loss)

Corporate Private Equity $ 514.1 $ 8193 $ 4004
Real Assets 143.9 90.7 16.9
Global Market Strategies 161.5 104.0 (1.0)
Fund of Funds Solutions 13.6

Economic Net Income (Loss) $ 833.1 $ 1,014.0 $ 4163
Distributable Earnings:

Corporate Private Equity 566.0 $ 3072 $ 159.7
Real Assets 84.8 12.7 6.9
Global Market Strategies 193.4 22.6 (1.3)
Fund of Funds Solutions 20.2

Distributable Earnings $ 864.4 $ 3425 $ 165.3

Segment Analysis

Discussed below is our ENI for our segments for the periods presented. We began reporting on our Fund of Funds
Solutions segment in the quarter ending September 30, 2011. See ~ Recent Transactions and Unaudited Pro Forma
Financial Information. Our segment information is reflected in the manner utilized by our senior management to make
operating decisions, assess performance and allocate resources.

For segment reporting purposes, revenues and expenses are presented on a basis that deconsolidates our Consolidated
Funds. As a result, segment revenues from management fees, performance fees and investment income are greater
than those presented on a consolidated GAAP basis because fund management fees recognized in certain segments are
received from Consolidated Funds and are eliminated in consolidation when presented on a consolidated GAAP basis.
Furthermore, expenses are lower than related amounts presented on a consolidated GAAP basis due to the exclusion
of fund expenses that are paid by the Consolidated Funds. Finally, ENI includes a compensation charge for senior
Carlyle professionals, which is reflected in both the base compensation expense and in performance fee related
compensation. As such, compensation and benefits expense is greater in ENI than in our historical GAAP results
where all compensation earned by senior Carlyle professionals is accounted for as distributions from equity.
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Corporate Private Equity

The following table presents our results of operations for our Corporate Private Equity segment:

Segment Revenues

Fund level fee revenues
Fund management fees
Portfolio advisory fees, net
Transaction fees, net

Total fund level fee revenues
Performance fees

Realized

Unrealized

Total performance fees
Investment income (loss)
Realized

Unrealized

Total investment income (loss)
Interest and other income

Total revenues

Segment Expenses

Direct compensation and benefits
Direct base compensation
Performance fee related

Realized

Unrealized

Total direct compensation and benefits
General, administrative and other indirect compensation
Interest expense

Total expenses

Economic Net Income

Fee Related Earnings

Net Performance Fees

Investment Income
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Year Ended December 31,

2011

511.3
31.3
34.7

577.3

952.9
(99.3)

853.6

43.2
0.3

43.5
9.2

1,483.6

253.1

4817.5
(47.1)

693.5
238.5

37.5
969.5
514.1

57.4
413.2

43.5

$

2010
(Dollars in millions)

537.6
14.9
21.5

574.0

267.3
996.3

1,263.6

4.2
40.6

44.8
14.8

1,897.2

237.6

136.0
524.8

898.4
168.1
11.4
1,077.9
819.3
171.7

602.8

44.8

2009

536.0
15.9
12.0

563.9

35
491.8

495.3
(2.7)

6.8

10.8

1,076.8

2274

0.6
260.6

488.6
168.0

19.8
676.4
400.4
159.5
234.1

6.8
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Distributable Earnings $ 566.0 $ 3072 $ 1597

Year Ended December 31, 2011 Compared to the Year Ended December 31, 2010

Total fee revenues were $577.3 million for the year ended December 31, 2011, representing an increase of

$3.3 million, or 0.6%, over 2010. This increase reflects a $13.2 million increase in net transaction fees and an increase
in net portfolio advisory fees of $16.4 million offset by a decrease in fund management fees of $26.3 million. The
increase in net transaction fees resulted from higher investment activity in 2011 compared to 2010. Despite an
increase in our weighted-average management fee rate from 1.28% to 1.30% at December 31, 2011, a decrease of
approximately $0.9 billion of fee-earning AUM resulted in a decrease in fund management fees. This is due largely to
distributions from several buyout funds outside of their investment period.

Interest and other income was $9.2 million for the year ended December 31, 2011, a decrease from $14.8 million in
2010.
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Total compensation and benefits was $693.5 million and $898.4 million in the years ended December 31, 2011 and
2010, respectively. Performance fee related compensation expense was $440.4 million and $660.8 million, or 52% of
performance fees, for the years ended December 31, 2011 and 2010, respectively.

Direct base compensation expense increased $15.5 million for the year ended December 31, 2011, or 7% over 2010,
primarily reflecting adjustments to base compensation and bonuses as headcount increased. General, administrative
and other indirect compensation increased $70.4 million for the year ended December 31, 2011 as compared to 2010.
The expense increase primarily reflected allocated overhead costs related to our continued investment in infrastructure
and back office support.

Interest expense increased $26.1 million, or 229%, for the year ended December 31, 2011 as compared to 2010. This
increase was primarily attributable to interest expense recorded in 2011 on our subordinated notes payable to
Mubadala, which we issued in December 2010. In October 2011 and March 2012, we used borrowings on the
revolving credit facility of our existing senior secured credit facility to redeem the $500 million aggregate principal
amount of the subordinated notes payable to Mubadala. As of March 2012, the subordinated notes payable to
Mubadala have been fully redeemed. The increase was also due to higher borrowings under our refinanced term loan
and our revolving credit facility.

Economic Net Income. ENI was $514.1 million for the year ended December 31, 2011, reflecting a 37% decrease as
compared to ENI of $819.3 million for the year ended December 31, 2010. The decrease in ENI in 2011 was driven by
a $189.6 million decrease in net performance fees as compared to 2010 and increases in interest expense and our
continued investment in infrastructure and back office support which resulted in a $114.3 million decrease in fee
related earnings.

Fee Related Earnings. Fee related earnings were $57.4 million for the year ended December 31, 2011, as compared to
$171.7 million for 2010, representing a decrease of $114.3 million. The decrease in fee related earnings is primarily
attributable to a net increase in expenses primarily reflecting allocated overhead costs related to our continued
investment in infrastructure and back office support, as well as higher interest expense associated with the
subordinated notes payable to Mubadala.

Performance Fees. Performance fees decreased $410.0 million for the year ended December 31, 2011 as compared to
2010. Performance fees of $853.6 million and $1,263.6 million are inclusive of performance fees reversed of
approximately $(246.4) million and $0 during the years ended December 31, 2011 and 2010, respectively.
Performance fees for this segment by type of fund are as follows:

Year Ended
December 31,
2011 2010
(Dollars in millions)
Buyout funds $ 847.7 $ 1,213.6
Growth Capital funds 5.9 50.0
Performance fees $ 853.6 $ 1,263.6
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The $853.6 million in performance fees for the year ended December 31, 2011 was primarily driven by performance
fees for CP IV of $472.3 million and CP V of $491.9 million, offset by performance fees for CAP II of $(82.2) million
and CAP I (including co-investments) of $(69.0) million. During 2011, CP V surpassed its preferred return hurdles,
which CP IV had accomplished in 2010. The total 2011 appreciation in the remaining value of assets for funds in this
segment was approximately 16%. Approximately 64% and 25%, respectively, of the remaining fair value of the
investment portfolios of CP IV and CP V is held in publicly traded companies. Accordingly, this portion of the
portfolio will move in valuation in accordance with changes in public market prices for the equity of these
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companies. Comparatively, the $1,263.6 million of performance fees for the year ended December 31, 2010 was
primarily driven by increases in net asset values of two of our U.S. buyout funds (CP III and CP IV), representing
performance fees of $147.9 million and $668.7 million, respectively, and CAP II of $173.4 million.

During the year ended December 31, 2011, net performance fees were $413.2 million or 48% of performance fees and
$189.6 million less than the net performance fees in 2010.

Investment Income. Investment income for the year ended December 31, 2011 was $43.5 million compared to
$44.8 million in 2010. During the year ended December 31, 2011, realized investment income was $43.2 million as
compared to $4.2 million in 2010.

Distributable Earnings. Distributable earnings increased 84% for the year ended December 31, 2011 to

$566.0 million from $307.2 million in 2010. This primarily reflects realized net performance fees of $465.4 million in
2011 compared to $131.3 million in 2010, offset by a decrease in fee related earnings of $114.3 million from 2010 to
2011.

Year Ended December 31, 2010 Compared to the Year Ended December 31, 2009

Total fee revenues were $574.0 million in 2010 representing an increase of $10.1 million, or 2%, over 2009. This
increase was driven almost entirely by net transaction fees which increased 79% or $9.5 million over 2009 reflecting
the higher investment activity in 2010 as compared to 2009. Fund management fees and portfolio advisory fees were
largely unchanged from 2009. The weighted-average management fee rate decreased from 1.32% to 1.28% at
December 31, 2010 due primarily to a reduction in the fee rate for our third European buyout fund. The effect of this
decrease will primarily impact our fees earned in 2011 and 2012.

Total compensation and benefits was $898.4 million and $488.6 million in 2010 and 2009, respectively. Performance
fee related compensation expense was $660.8 million and $261.2 million, or 52% and 53% of performance fees, in
2010 and 2009, respectively.

Direct base compensation expense increased $10.2 million, or 4%, over 2009, primarily as the result of adjustments to
base compensation and bonuses as headcount remained relatively unchanged between years. General, administrative
and other indirect compensation of $168.1 million for 2010 was relatively consistent with 2009.

Interest expense decreased $8.4 million, or 42%, over the comparable period in 2009. This decrease was primarily due
to lower outstanding borrowings during most of 2010 until we refinanced our term loan in November 2010 and
borrowed $494 million of subordinated debt in December 2010.

Economic Net Income. ENI was $819.3 million for 2010, or 205% of our 2009 ENI of $400.4 million for this
business. The composition of ENI in 2010 was substantially impacted by the growth in net performance fees and to a
lesser extent by the improvement in investment income. Net performance fees and investment income represented
74% and 5% of segment ENI in 2010 as compared to 58% and 2% in 2009, respectively.

Fee Related Earnings. Fee related earnings increased $12.2 million in 2010 over 2009 to a total of $171.7 million.
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Performance Fees. Performance fees of $1,263.6 million and $495.3 million in 2010 and 2009, respectively, are
inclusive of performance fees reversed of $0 in 2010 and approximately $(83.0) million during 2009. Performance
fees for this segment by type of fund are as follows:

Year Ended
December 31,
2010 2009
(Dollars in millions)
Buyout funds $ 1,213.6 $ 4854
Growth Capital funds 50.0 9.9
Performance fees $ 1,263.6 $ 4953

During 2010, investments in our Corporate Private Equity funds appreciated approximately 46% reflecting both
improved performance and outlook, as well as higher market comparables. Most significantly, during 2010, CP IV
surpassed its preferred return hurdles and we recognized $668.7 million of performance fees in 2010, representing
53% of the performance fees for this segment. CAP II generated performance fees of $173.4 million and CP III
generated performance fees of $147.9 million, in each case driven by significant appreciation in value of the funds
assets. Approximately 42% of the remaining asset value in CP III at December 31, 2010 was in publicly listed
companies, whereas the public portfolio in CAP II was only 31% at December 31, 2010.

In 2010, net performance fees were 48% of performance fees as compared to 47% in 2009. Net performance fees
increased $368.7 million in 2010 over 20009.

Investment Income. Investment income in 2010 was $44.8 million of which $40.6 million was unrealized. Investment
income increased $38.0 million from 2009 reflecting the appreciation in the underlying funds.

Distributable Earnings. Distributable earnings nearly doubled to $307.2 million in 2010 from $159.7 million in 2009.
The 2010 distributable earnings growth was driven primarily by an increase in realized net performance fees of
$128.4 million and an increase in fee related earnings of $12.2 million.

Fee-earning AUM as of and for each of the Three Years in the Period Ended December 31, 2011.

Fee-earning AUM is presented below for each period together with the components of change during each respective
period.

The table below breaks out fee-earning AUM by its respective components at each period.

As of December 31,
Corporate Private Equity 2011 2010 2009
Components of Fee-earning AUM(1) (Dollars in millions)
Fee-earning AUM based on capital commitments $ 28,434 $ 28,369 $ 27,884
Fee-earning AUM based on invested capital 9,321 10,267 12,251
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Fee-earning AUM based on lower of cost or fair value and other(2) 241 244 248
Total Fee-earning AUM $ 37,996 $ 38,880 $ 40,383
Weighted Average Management Fee Rates(3)

All Funds 1.30% 1.28% 1.32%
Funds in Investment Period 1.37% 1.37% 1.43%

(1) For additional information concerning the components of fee-earning AUM, please see =~ Fee-earning Assets
under Management.

(2) Includes certain funds that are calculated on gross asset value.

(3) Represents the aggregate effective management fee rate for each fund in the segment, weighted by each fund s
fee-earning AUM, as of the end of each period presented.
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The table below provides the period to period rollforward of fee-earning AUM.

Twelve Months Ended December 31,

Corporate Private Equity 2011 2010 2009
Fee-Earning AUM Rollforward (Dollars in millions)

Balance, Beginning of Period $ 38,880 $ 40,383 $ 40,197
Inflows, including Commitments(1) 979 1,504 907
Outflows, including Distributions(2) (1,746) (2,502) (826)
Foreign exchange(3) (117) (505) 105
Balance, End of Period $ 37,996 $ 38,880 $ 40,383

(1) Inflows represent limited partner capital raised and capital invested by funds outside the investment period.

(2) Outflows represent limited partner distributions from funds outside the investment period and changes in basis
for our carry funds where the investment period has expired.

(3) Represents the impact of foreign exchange rate fluctuations on the translation of our non-USD funds. Activity
during the period is translated at the average rate for the period. Ending balances are translated at the spot rate as
of the period end.

Fee-earning AUM was $38.0 billion at December 31, 2011, a decrease of $0.9 billion, or 2%, compared to $38.9
billion at December 31, 2010. Inflows of $1.0 billion were primarily related to limited partner commitments raised by
our South America buyout fund (CSABF I), our first Renminbi denominated buyout fund (CBPF), our equity
opportunities fund (CEOF), and our second global financial services group (CGFSP II). Outflows of $1.7 billion were
principally a result of distributions from several buyout funds that were outside of their investment period.
Distributions from funds still in the investment period do not impact fee-earning AUM as these funds are based on
commitments and not invested capital. Changes in fair value have no material impact on fee-earning AUM for
Corporate Private Equity as substantially all of the funds generate management fees based on either commitments or
invested capital at cost, neither of which is impacted by fair value movements.

Fee-earning AUM was $38.9 billion at December 31, 2010, a decrease of $1.5 billion, or 4%, compared to

$40.4 billion at December 31, 2009. Inflows of $1.5 billion were primarily related to limited partner commitments
raised by CAP III, CSABF I, CGFSP I and CBPF. Outflows of $2.5 billion were principally a result of distributions
from several of the funds outside of their investment period.

Fee-earning AUM was $40.4 billion at December 31, 2009, an increase of $0.2 billion, less than 1%, compared to

$40.2 billion at December 31, 2008. Inflows of $0.9 billion were primarily related to limited partner commitments
raised by CAP III, CSABF I, CGFSP I and our fourth Asia growth fund (CAGP IV). Outflows of $0.8 billion were
principally a result of distributions from several of our buyout funds and related co-investments, all of which were
outside of their investment period.
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Total AUM as of and for each of the Three Years in the Period Ended December 31, 2011.

The table below provides the period to period rollforwards of Available Capital and Fair Value of Capital, and the

resulting rollforward of Total AUM.

Corporate Private Equity

Balance, As of December 31, 2008
Commitments raised, net(1)

Capital Called, net(2)

Distributions, net(3)

Market Appreciation/(Depreciation)(4)
Foreign exchange(5)

Balance, As of December 31, 2009

Commitments raised, net(1)

Capital Called, net(2)

Distributions, net(3)

Market Appreciation/(Depreciation)(4)
Foreign exchange(5)

Balance, As of December 31, 2010

Commitments raised, net(1)

Capital Called, net(2)

Distributions, net(3)

Market Appreciation/(Depreciation)(4)
Foreign exchange(5)

Balance, As of December 31, 2011

Available Fair Value of
Capital Capital Total AUM
(Dollars in millions)

$ 23,2006 $ 21,980 $ 45,186

89 89
(2,303) 1,841 (462)
631 (920) (289)

4,217 4,217

51 51 102

$ 21,674 $ 27,169 $ 48,843

2,258 2,258
(9,163) 8,830 (333)
700 (5,350) (4,650)
10,738 10,738
(340) (206) (546)

$ 15,129 $ 41,181 $ 56,310

1,604 1,604
(4,980) 4,662 (318)
1,532 (12,504) (10,972)
4,604 4,604
43 (206) (163)

$ 13,328 $ 37,737 $ 51,065

(1) Represents capital raised by our carry funds, net of expired available capital.

(2) Represents capital called by our carry funds, net of fund fees and expenses.

(3) Represents distributions from our carry funds, net of amounts recycled.

(4) Market Appreciation/(Depreciation) represents realized and unrealized gains (losses) on portfolio investments.

(5) Represents the impact of foreign exchange rate fluctuations on the translation of our non-USD funds. Activity
during the period is translated at the average rate for the period. Ending balances are translated at the spot rate as

of the period end.
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Total AUM was $51.1 billion at December 31, 2011, a decrease of $5.2 billion, or 9%, compared to $56.3 billion at
December 31, 2010. This decrease was primarily driven by $12.5 billion of distributions, of which approximately $1.5
billion was recycled back into available capital. This decrease was partially offset by $4.6 billion of market
appreciation across our portfolio, which experienced a 16% increase in value over the year due to an 18% increase
across our buyout funds, offset by an 8% decrease across our growth capital funds. The 18% increase in our buyout
funds was primarily driven by appreciation in CP IV and CP V partially offset by depreciation in our Asia buyout and
growth capital funds. Additionally, we raised new commitments of $1.6 billion for CSABF I, CBPF, CEOF, CGFSP 11
and various U.S. buyout co-investment vehicles, which further offset this decrease.

Total AUM was $56.3 billion at December 31, 2010, an increase of $7.5 billion, or 15%, compared to $48.8 billion at
December 31, 2009. This increase was primarily driven by $10.7 billion of market appreciation due to a 46%
appreciation in valuations across the segment. This appreciation was due to a 48% increase in value across our buyout
funds and a 24% increase in our growth capital funds. The buyout appreciation was mostly driven by increases in
value in all of our large buyout funds, including CP IV, CP V, one of our European buyout funds (CEP II) and CAP II.
Additionally, we raised new commitments of $2.3 billion primarily for CAP III, CSABF I, CGFSP I and CBPF. This
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increase was partially offset by $5.3 billion of distributions, of which approximately $0.7 billion was recycled back
into available capital.

Total AUM was $48.8 billion at December 31, 2009, an increase of $3.6 billion, or 8%, compared to $45.2 billion at
December 31, 2008. This increase was primarily driven by $4.2 billion of market appreciation across our portfolio due
to a 9% increase in fund valuations during the period, representing an increase of 8% in our buyout funds and 19% in
our growth capital funds. The majority of this appreciation occurred in our Asia buyout and growth capital funds and
the related China Pacific co-investment.

Fund Performance Metrics

Fund performance information for our investment funds that have at least $1.0 billion in capital commitments,
cumulative equity invested or total value as of December 31, 2011, which we refer to as our significant funds is
included throughout this discussion and analysis to facilitate an understanding of our results of operations for the
periods presented. The fund return information reflected in this discussion and analysis is not indicative of the
performance of The Carlyle Group L.P. and is also not necessarily indicative of the future performance of any
particular fund. An investment in The Carlyle Group L.P. is not an investment in any of our funds. There can be no
assurance that any of our funds or our other existing and future funds will achieve similar returns. See Risk Factors
Risks Related to Our Business Operations  The historical returns attributable to our funds, including those presented in
this prospectus, should not be considered as indicative of the future results of our funds or of our future results or of
any returns expected on an investment in our common units.
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The following tables reflect the performance of our significant funds in our Corporate Private Equity business. Please
see Business Our Family of Funds for a legend of the fund acronyms listed below.

As of December 31, 2011
Realized/Partially Realized
Total Investments Investments(5)

Fund Cumulative Total Cumulative Total

Inception Committed Invested Fair Invested Fair

Date(1) Capital Capital(2) Value(3) MOIC4) Capital(2) Value(3) MOIC4)

(Reported in Local Currency, in Millions)

Corporate
Private Equity
Fully Invested
Funds(6)
CP1I 10/1994 3 1,331.1  $ 1,362.4 $  4,064.8 30x $ 1,3624 $  4,064.8 3.0x
CP III 2/2000 $ 39127 $ 4,031.7 $ 10,0424 25x $ 38517 $ 9,898.0 2.6x
CP1V 122004 $ 17,8500 $ 76126 $ 14,021.2 1.8x $ 3,569.1 $ 8,848.0 2.5x
CEP1 12/1997 1,003.6 972.0 2,119.5 2.2x 972.0 2,119.5 2.2x
CEP I 9/2003 1,805.4 2,045.4 3,675.7 1.8x 1,016.5 2,737.4 2.7x
CAPI 12/1998 3 7500 $ 6277 $ 2,426.0 39 $ 6277 $ 2,426.0 3.9x
CAPII 2/2006 $ 1,810.0 $ 1,599.1 $ 2,352.7 1.5x  $ 305.1 % 1,105.0 3.6x
CIPI 10/2001 ¥ 50,000.0 ¥ 47,2914 ¥ 118,317.0 2.5x ¥ 30,0094 ¥ 104,486.3 3.5x
All Other
Funds(7) Various $ 28382 $ 4,1345 15x $ 1,9698 $  3,288.7 1.7x
Coinvestments
and Other(8) Various $ 64130 $ 15,6584 24x $ 4,0958 $ 12,886.7 3.1x
Total Fully
Invested Funds $ 289914 $ 61,709.0 2.1x $ 18,7367 $ 50,136.0 2.7x
Funds in the
Investment
Period(6)
CPV 5/2007 $ 13,7197 $ 92944 $§ 12,5932 1.4x
CEP 111 12/2006 5,294.9 3,902.6 4,221.0 1.1x
CAP1III 5/2008 $ 2,551.6 $ 1,328.0 $ 1,349.9 1.0x
CIPII 7/2006 ¥ 165,600.0 ¥ 119,539.7 ¥ 112,152.7 0.9x
CGFSP 9/2008 $ 1,100.2 $ 7827 % 987.0 1.3x
CAGP 1V 6/2008 $ 1,041.4 $ 3932 % 442.3 1.1x
All Other
Funds(9) Various $ 13711 $ 1,753.8 1.3x
Total Funds in
the
Investment
Period $ 19,7487 $ 24,021.8 1.2x
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TOTAL

CORPORATE

PRIVATE

EQUITY(10) $ 48,740.1 $ 85,730.8 1.8x $ 20,9339 § 53,660.8 2.6x

The returns presented herein represent those of the applicable Carlyle funds and not those of The Carlyle
Group L.P.

(1) The data presented herein that provides inception to date performance results of our segments relates to the
period following the formation of the first fund within each segment. For our Corporate Private Equity segment
our first fund was formed in 1990.

(2) Represents the original cost of all capital called for investments since inception of the fund.

(3) Represents all realized proceeds combined with remaining fair value, before management fees, expenses and
carried interest. Please see note 4 to the combined and consolidated financial statements for the years ended
December 31, 2010 and December 31, 2011 appearing elsewhere in this prospectus for further information
regarding management s determination of fair value.

(4) Multiple of invested capital ( MOIC ) represents total fair value, before management fees, expenses and carried
interest, divided by cumulative invested capital.

(5) An investment is considered realized when the investment fund has completely exited, and ceases to own an
interest in, the investment. An investment is considered partially realized when the total proceeds received in
respect of such investment, including dividends, interest or other distributions and/or return of capital, represents
at least 85% of invested capital and such investment is not yet fully realized. Because part of our value creation
strategy involves pursuing best exit alternatives, we believe information regarding Realized/Partially Realized
MOIC, when considered together with the other investment performance metrics presented, provides investors
with meaningful information regarding our investment performance by removing the impact of investments
where significant realization activity has not yet occurred. Realized/Partially Realized MOIC have limitations as
measures of investment performance, and should not be considered in isolation. Such limitations include the fact
that these measures do not include the performance of earlier stage and other investments that do not satisfy the
criteria provided above. The exclusion of such investments will have a positive impact on Realized/Partially
Realized MOIC in instances when the MOIC in respect of such investments are less than the aggregate MOIC.
Our measurements of Realized/Partially Realized MOIC may not be comparable to those of other companies that
use similarly titled measures. We do not present Realized/Partially Realized performance information separately
for funds that are still in the investment period because of the relatively insignificant level of realizations for
funds of this type. However, to the extent such funds have had realizations, they are included in the
Realized/Partially Realized performance information presented for Total Corporate Private Equity.
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(6) Fully invested funds are past the expiration date of the investment period as defined in the respective limited
partnership agreement. In instances where a successor fund has had its first capital call, the predecessor fund is
categorized as fully invested.

(7) Includes the following funds: CP I, CMG, CVP I, CVP II, CEVP I, CETP I, CAVP I, CAVP II, CAGP III and
Mexico I.

(8) Includes co-investments and certain other stand-alone investments arranged by us.
(9) Includes the following funds: MENA I, CSABF I, CUSGF III, CETP II, CBPF, and CEOF.

(10) For purposes of aggregation, funds that report in foreign currency have been converted to U.S. dollars at the
spot rate as of the end of the reporting period.

Committed
Capital Inception to December 31, 2011
Fund As of Realized/Partially
Realized
Inception December 31, Gross Net Gross
Date(1) 2011 IRR(2) IRR(3) IRR4)

(Reported in Local Currency, in Millions)

Corporate Private Equity
Fully Invested Funds(5)

CPII 10/1994 $ 1,331.1 34% 25% 34%
CPIII 2/2000 $ 3,912.7 27% 21% 27%
CP1V 12/2004  $ 7,850.0 15% 12% 24%
CEP1 12/1997 1,003.6 18% 11% 18%
CEP1I 9/2003 1,805.4 40% 22% 72%
CAPI 12/1998 $ 750.0 25% 18% 25%
CAPII 2/2006 $ 1,810.0 10% 7% 39%
CIP1I 10/2001 ¥ 50,000.0 61% 37% 72%
All Other Funds(6) Various 18% 7% 22%
Co-investments and Other(7) Various 36% 32% 36%
Total Fully Invested Funds 28 % 21% 31%
Funds in the Investment

Period(5)

CPV 52007 $ 13,719.7 15% 10%

CEP 111 12/2006 5,294.9 4% 0%

CAP1III 52008 $ 2,551.6 1% (7%

CJPII 7/2006 ¥ 165,600.0 3)% 8)%

CGFSP1 9/2008 $ 1,100.2 16% 9%

CAGP 1V 6/2008 $ 1,041.4 10% 5)%

All Other Funds(8) Various 13% 3%
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Total Funds in the

Investment Period 10% 4%

TOTAL CORPORATE

PRIVATE EQUITY(9) 27 % 18% 31%

The returns presented herein represent those of the applicable Carlyle funds and not those of The Carlyle Group
L.P.

(1) The data presented herein that provides inception to date performance results of our segments relates to the
period following the formation of the first fund within each segment. For our Corporate Private Equity segment,
our first fund was formed in 1990.

(2) Gross Internal Rate of Return ( IRR ) represents the annualized IRR for the period indicated on limited partner
invested capital based on contributions, distributions and unrealized value before management fees, expenses and
carried interest.

(3) Net IRR represents the annualized IRR for the period indicated on limited partner invested capital based on
contributions, distributions and unrealized value after management fees, expenses and carried interest.

(4) An investment is considered realized when the investment fund has completely exited, and ceases to own an
interest in, the investment. An investment is considered partially realized when the total proceeds received in
respect of such investment, including dividends, interest or other distributions and/or return of capital, represents
at least 85% of invested capital and such investment is not yet fully realized. Because part of our value creation
strategy involves pursuing best exit alternatives, we believe information regarding Realized/Partially Realized
Gross IRR, when considered together with the other investment performance metrics presented, provides
investors with meaningful information regarding our investment performance by removing the impact of
investments where significant realization activity has not yet occurred. Realized/Partially Realized Gross IRR
have limitations as measures of investment performance, and should not be considered in isolation. Such
limitations include the fact that these measures do not include the performance of earlier stage and other
investments that do not satisfy the criteria provided above. The exclusion of such investments will have a
positive impact on Realized/Partially Realized Gross IRR in instances when the Gross IRR in respect of such
investments are less than the aggregate Gross IRR. Our measurements of Realized/Partially Realized Gross IRR
may not be comparable to those of other companies that use similarly titled measures. We do not present
Realized/Partially Realized performance information separately for funds that are still in the investment period
because of the relatively
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insignificant level of realizations for funds of this type. However, to the extent such funds have had realizations,
they are included in the Realized/Partially Realized performance information presented for Total Corporate
Private Equity.

(5) Fully invested funds are past the expiration date of the investment period as defined in the respective limited
partnership agreement. In instances where a successor fund has had its first capital call, the predecessor fund is

categorized as fully invested.

(6) Includes the following funds: CP I, CMG, CVP I, CVP II, CEVP I, CETP I, CAVP I, CAVP II, CAGP III and
Mexico 1.

(7) Includes co-investments and certain other stand-alone investments arranged by us.
(8) Includes the following funds: MENA I, CUSGF III, CETP II, CSABF I, CBPF and CEOF.

(9) For purposes of aggregation, funds that report in foreign currency have been converted to U.S. dollars at the spot
rate as of the end of the reporting period.

Real Assets
The following table presents our results of operations for our Real Assets segment:
Year Ended December 31,
2011 2010 2009

(Dollars in millions)

Segment Revenues
Fund level fee revenues

Fund management fees $ 1507 $ 1440 $ 1504
Portfolio advisory fees, net 3.2 2.6 1.6
Transaction fees, net 3.5 8.6 1.8
Total fund level fee revenues 157.4 155.2 153.8
Performance fees

Realized 98.0 (2.9) 59
Unrealized 52.5 72.7 (13.6)
Total performance fees 150.5 69.8 (7.7)
Investment income

Realized 2.1 1.4 0.8
Unrealized 2.7 3.7 0.1
Total investment income 4.8 5.1 0.9
Interest and other income 2.0 4.9 14.3
Total revenues 314.7 235.0 161.3

Segment Expenses
Direct compensation and benefits
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Direct base compensation 75.3 72.4 74.2
Performance fee related

Realized 8.4 0.5 2.8
Unrealized 3.9 (1.6) (23.5)
Total direct compensation and benefits 79.8 71.3 53.5
General, administrative and other indirect compensation 79.8 69.2 84.2
Interest expense 11.2 3.8 6.7
Total expenses 170.8 144.3 144.4
Economic Net Income $ 1439 $ 907 $ 169
Fee Related Earnings $ 69 $ 147 $ 30
Net Performance Fees $ 1460 $ 709 $ 13.0
Investment Income $ 48 $ 51 $ 09
Distributable Earnings $ 848 $ 127 $ 69

Year Ended December 31, 2011 Compared to the Year Ended December 31, 2010
Total fee revenues were $157.4 million for the year ended December 31, 2011, an increase of $2.2 million from 2010.
The increase in total fee revenues reflects an increase in fund management fees of $6.7 million, offset by a net

decrease in transaction fees and portfolio advisory fees of
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$4.5 million. The increase in management fees reflects the capital raised for our sixth U.S. real estate fund (CRP VI).
However, the lower effective rate on this fund resulted in a decrease in our weighted-average management fee rate to
1.22% at December 31, 2011 from 1.28% at December 31, 2010.

Interest and other income was $2.0 million for the year ended December 31, 2011, a decrease from $4.9 million in
2010.

Total compensation and benefits was $79.8 million and $71.3 million for the years ended December 31, 2011 and
2010, respectively. Performance fee related compensation expense was $4.5 million and $(1.1) million for the years
ended December 31, 2011 and 2010, respectively. Performance fees earned from the Riverstone funds are allocated
solely to Carlyle and are not otherwise shared or allocated with our investment professionals. To date, performance
related compensation expense in Real Assets reflects amounts earned primarily by our real estate investment
professionals as we generally incur no compensation expense for Riverstone and we have not yet generated any
performance fees or related compensation from our infrastructure fund. Accordingly, performance fee compensation
as a percentage of performance fees is generally not a meaningful percentage for Real Assets.

Direct base compensation was $75.3 million for the year ended December 31, 2011 as compared to $72.4 million for
2010. General, administrative and other indirect compensation increased $10.6 million to $79.8 million for the year
ended December 31, 2011 as compared to 2010. The expense increase primarily reflects allocated overhead costs
related to our continued investment in infrastructure and back office support.

Interest expense increased $7.4 million, or 195%, for the year ended December 31, 2011 as compared to 2010. This
increase was primarily attributable to interest expense recorded in 2011 on our subordinated notes payable to
Mubadala, which we issued in December 2010. In October 2011 and March 2012, we used borrowings on the
revolving credit facility of our existing senior secured credit facility to redeem the $500 million aggregate principal
amount of the subordinated notes payable to Mubadala. As of March 2012, the subordinated notes payable to
Mubadala have been fully redeemed. The increase was also due to higher borrowings under our refinanced term loan
and our revolving credit facility.

Economic Net Income. ENI was $143.9 million for the year ended December 31, 2011, an increase of $53.2 million
from $90.7 million in 2010. The improvement in ENI for the year ended December 31, 2011 as compared to 2010 was
primarily driven by an increase in net performance fees of $75.1 million, partially offset by a decrease in fee related
earnings of $21.6 million.

Fee Related Earnings. Fee related earnings decreased $21.6 million for the year ended December 31, 2011 as
compared to 2010 to $(6.9) million. The decrease in fee related earnings is primarily attributable to an increase in
expenses primarily reflecting allocated overhead costs related to our continued investment in infrastructure and back
office support, as well as higher interest expense associated with the subordinated notes payable to Mubadala.

Performance Fees. Performance fees of $150.5 million and $69.8 million for the years ended December 31, 2011 and
2010, respectively, are inclusive of performance fees reversed of approximately $(18.6) million and $(47.4) million,
respectively. Performance fees for this segment by type of fund are as follows:

Year Ended
December 31,
2011 2010
(Dollars in millions)
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Energy funds $ 146.1 $ 828

Real Estate funds 4.4 (13.0)

Performance fees $ 150.5 $ 69.8
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Performance fees for the years ended December 31, 2011 and 2010 were primarily driven by performance fees related
to one of our energy funds (Energy III) (including co-investments) of $79.4 million and $61.5 million, respectively,
and our latest energy fund (Energy IV) of $42.6 million and $28.6 million, respectively. Investments in our Real
Assets portfolio increased 16% during the year ended December 31, 2011 with energy investments appreciating 21%
and real estate investments appreciating 7%.

Net performance fees for the year ended December 31, 2011 were $146.0 million, representing an improvement of
$75.1 million over $70.9 million in net performance fees for the year ended December 31, 2010.

Investment Income. Investment income was $4.8 million for the year ended December 31, 2011 compared to
$5.1 million in 2010.

Distributable Earnings. Distributable earnings increased $72.1 million to $84.8 million for the year ended

December 31, 2011 from $12.7 million in 2010. The increase was primarily due to a $93.0 million increase in realized
net performance fees offset by a decrease in fee related earnings of $21.6 million for the year ended December 31,
2011 as compared to 2010.

Year Ended December 31, 2010 Compared to the Year Ended December 31, 2009

Total fee revenues were $155.2 million in 2010 representing an increase of $1.4 million or 1% over 2009. The change
in total fee revenues reflects the $7.8 million increase in net transaction and portfolio advisory fees offset by a
decrease in management fees of $6.4 million. The increase in transaction fees reflects the increased investment
activity in 2010 while the decrease in management fees primarily reflects a decrease in fees from our European real
estate funds and to a lesser extent from the shutdown of our Latin America real estate fund. Our weighted-average
management fee rate decreased from 1.37% to 1.28% over the period.

Interest and other income was $4.9 million in 2010 representing a 66% decrease from $14.3 million in 2009. The
decrease was largely due to the sale of a real estate colocation property at the end of 2009, the results of which were
previously included in this business segment.

Total compensation and benefits was $71.3 million and $53.5 million in 2010 and 2009, respectively. Performance fee
related compensation expense was $(1.1) million and $(20.7) million in 2010 and 2009, respectively.

Direct base compensation decreased $1.8 million to $72.4 million in 2010. General, administrative and other indirect
compensation decreased 18%, or $15.0 million, in 2010 compared to 2009. The net expense reduction reflects cost
saving initiatives derived in part from closing our Latin America real estate initiative and favorable variances in
foreign currency remeasurements in 2010.

Interest expense decreased $2.9 million, or 43%, over the comparable period in 2009. This decrease was primarily due
to lower outstanding borrowings during most of 2010 until we refinanced our term loan in November 2010 and
borrowed $494 million of subordinated debt in December 2010.

Economic Net Income. ENI was $90.7 million for 2010, an improvement of nearly 437% from $16.9 million in 2009
for this business. The improvement in ENI was primarily driven by the performance fees earned from our energy
portfolio resulting in a $57.9 million increase in net performance fees. Fee related earnings and investment income
contributed $11.7 million and $4.2 million, respectively to the improvement in ENI.

Table of Contents 256



Edgar Filing: Carlyle Group L.P. - Form S-1/A

Fee Related Earnings. Fee related earnings were $14.7 million for 2010, an increase of $11.7 million over fee related
earnings for 2009.
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Performance Fees. Performance fees of $69.8 million and $(7.7) million in 2010 and 2009, respectively, are inclusive

of performance fees reversed of approximately $(47.4) million and $(57.5) million, respectively. Performance fees for
this segment by type of fund are as follows:

Year Ended
December 31,
2010 2009
(Dollars in millions)
Energy funds $ 828 $ 392
Real Estate funds (13.0) (46.9)
Total performance fees $ 69.8 $ 77

Performance fees increased $77.5 million from 2009 to 2010. Investments in our Real Assets portfolio increased 15%
over 2009 with energy investments appreciating 22% and real estate appreciating 4%. Although our overall real estate
portfolio appreciated in 2010, the real estate funds that are generating performance fees did not appreciate in 2010 and
accordingly, experienced performance fee reversals in 2010.

Net performance fees in 2010 were $70.9 million, representing an improvement of $57.9 million over $13.0 million in
2009.

Investment Income (Loss). Investment income was $5.1 million in 2010 compared to $0.9 million in 2009. The 2010
income reflects the increase in values across the portfolio.

Distributable Earnings. Distributable earnings increased $5.8 million to $12.7 million in 2010 from $6.9 million in
2009. The 2010 distributable earnings growth was driven primarily by the $11.7 million increase in fee related
earnings.

Fee-earning AUM as of and for each of the Three Years in the Period Ended December 31, 2011.

Fee-earning AUM is presented below for each period together with the components of change during each respective
period.

The table below breaks out fee-earning AUM by its respective components at each period.

As of December 31,
Real Assets 2011 2010 2009
Components of Fee-earning AUM (1) (Dollars in millions)
Fee-earning AUM based on capital commitments $ 13,005 $ 14,155 $ 16,750
Fee-earning AUM based on invested capital(2) 9,167 8,782 5,796
Total Fee-earning AUM(3) $ 22,172 $ 22,937 $ 22,546
Weighted Average Management Fee Rates(4)
All Funds 1.22% 1.28% 1.37%
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Funds in Investment Period 1.26% 1.35% 1.35%

(1) For additional information concerning the components of fee-earning AUM, please see =~ Fee-earning Assets
under Management.

(2) Includes amounts committed to or reserved for investments for certain real estate funds.

(3) Carlyle/Riverstone Global Energy and Power, L.P., Carlyle/Riverstone Global Energy and Power II, L.P.
Carlyle/Riverstone Global Energy and Power III, L.P., Riverstone/Carlyle Global Energy and Power IV, L.P.,
Carlyle/Riverstone Renewable Energy Infrastructure, L.P. and Riverstone/Carlyle Renewable Energy
Infrastructure II, L.P. (collectively, the Energy Funds ), are managed with Riverstone Holdings LLC and its
affiliates. Affiliates of both Carlyle and Riverstone act as investment advisers to each of the Energy Funds. With
the exception of Riverstone/Carlyle Global Energy and Power IV, L.P. and Riverstone/Carlyle Renewable
Energy Infrastructure II, L.P., where Carlyle has a minority representation on the funds management committees,
management of each of the Energy Funds is vested in committees with equal representation by Carlyle and
Riverstone, and the consent of representatives of both Carlyle and Riverstone are required for investment
decisions. As of December 31, 2011, the Energy Funds had, in the aggregate, approximately $17 billion in AUM
and $12 billion in fee-earning AUM.

(4) Represents the aggregate effective management fee rate for each fund in the segment, weighted by each fund s
fee-earning AUM, as of the end of each period presented.
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The table below provides the period to period rollforward of fee-earning AUM.

Twelve Months Ended December 31,

Real Assets 2011 2010 2009
Fee-earning AUM Rollforward (Dollars in millions)

Balance, Beginning of Period $ 22,937 $ 22,546 $ 22,757
Inflows, including Commitments(1) 2,319 1,375 542
Outflows, including Distributions(2) (3,086) (788) (811)
Foreign exchange(3) 2 (196) 58
Balance, End of Period $ 22,172 $ 22,937 $ 22,546

(1) Inflows represent limited partner capital raised and capital invested by funds outside the investment period.

(2) Outflows represent limited partner distributions from funds outside the investment period and changes in basis
for our carry funds where the investment period has expired.

(3) Represents the impact of foreign exchange rate fluctuations on the translation of our non-U.S. dollar
denominated funds. Activity during the period is translated at the average rate for the period. Ending balances are
translated at the spot rate as of the period end.

Fee-earning AUM was $22.2 billion at December 31, 2011, a decrease of $0.7 billion, or 3%, compared to

$22.9 billion at December 31, 2010. Inflows of $2.3 billion were primarily related to limited partner commitments
raised by CRP VI, various real estate co-investments and our new Realty Credit fund (CRCP I). Outflows of

$3.1 billion were principally a result of (a) the change in basis of our latest Europe real estate fund (CEREP III) from
commitments to invested capital, (b) distributions primarily from our fully invested U.S. real estate funds and related
co-investments, and (c) the decision to no longer collect management fees from our investors in our first renewable
energy fund (Renew I). Distributions from funds still in the investment period do not impact fee-earning AUM as
these funds are based on commitments and not invested capital. Changes in fair value have no impact on fee-earning
AUM for Real Assets as substantially all of the funds generate management fees based on either commitments or
invested capital at cost, neither of which is impacted by fair value movements.

Fee-earning AUM was $22.9 billion at December 31, 2010, an increase of $0.4 billion, or 2%, compared to

$22.5 billion at December 31, 2009. Inflows of $1.4 billion were primarily related to limited partner commitments
raised by CRP VI as well as real estate co-investments. Outflows of $0.8 billion were principally a result of (a) the
change in basis of the predecessor U.S. real estate fund (CRP V) from commitments to invested capital and

(b) distributions from several fully invested funds across both real estate and energy.

Fee-earning AUM was $22.5 billion at December 31, 2009, a decrease of $0.3 billion, or 1%, compared to

$22.8 billion at December 31, 2008. Inflows of $0.5 billion were primarily related to equity invested by Energy III and
one of our renewable energy funds (Renew I), both of which are outside of their investment period and are therefore
based on invested capital, at cost. Outflows of $0.8 billion were principally a result of (a) the change in basis of one of
our Asia real estate funds (CAREP I) from commitments to invested capital and (b) distributions from some of the
fully invested energy funds.
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Total AUM as of and for each of the Three Years in the Period Ended December 31, 2011.

The table below provides the period to period rollforwards of Available Capital and Fair Value of Capital, and the

resulting rollforward of Total AUM.

Real Assets

Balance, As of December 31, 2008
Commitments raised, net(1)

Capital Called, net(2)

Distributions, net(3)

Market Appreciation/(Depreciation)(4)
Foreign exchange(5)

Balance, As of December 31, 2009

Commitments raised, net(1)

Capital Called, net(2)

Distributions, net(3)

Market Appreciation/(Depreciation)(4)
Foreign exchange(5)

Balance, As of December 31, 2010

Commitments raised, net(1)

Capital Called, net(2)

Distributions, net(3)

Market Appreciation/(Depreciation)(4)
Foreign exchange(5)

Balance, As of December 31, 2011

(1) Represents capital raised by our carry funds, net of expired available capital.

Available
Capital

$ 12,914
880
(2,992)
439

33

$ 11,274
1,400
(4,955)
811
(168)

$ 8,362
2,075
(3,519)
1,407
47

$ 8278

(2) Represents capital called by our carry funds, net of fund fees and expenses.

(3) Represents distributions from our carry funds, net of amounts recycled.

Fair Value of

Capital

Total AUM

(Dollars in millions)

$

14,364

2,791
(1,089)

276

100

16,442

4,745
(2,136)
3,235

(32)

22,254
3,301
(5,458)
2,443

92)

22,448

$

27,278
880
(201)
(650)
276
133

27,716

1,400
(210)
(1,325)

3,235
(200)

30,616

2,075
(218)
(4,051)

2,443
(139)

30,726

(4) Market Appreciation/(Depreciation) represents realized and unrealized gains (losses) on portfolio investments.

(5) Represents the impact of foreign exchange rate fluctuations on the translation of our non-U.S. dollar
denominated funds. Activity during the period is translated at the average rate for the period. Ending balances are

translated at the spot rate as of the period end.
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Total AUM was $30.7 billion at December 31, 2011, a increase of $0.1 billion, or less than 1%, compared to $30.6
billion at December 31, 2010. This increase was driven by commitments raised of $2.1 billion by CRP VI, CRCP I
and various real estate co-investments and $2.4 billion of market appreciation across our portfolio. This appreciation
was the result of a 16% increase in values across the segment, comprised of a 7% increase in values in our real estate
funds and a 21% increase in values in our energy funds, primarily driven by appreciation in the CEREP III and Energy
IV portfolios. The increase was offset by distributions of $5.5 billion, of which approximately $1.4 billion was
recycled back into available capital.

Total AUM was $30.6 billion at December 31, 2010, an increase of $2.9 billion, or 10%, compared to $27.7 billion at
December 31, 2009. This increase was primarily driven by $3.2 billion of market appreciation across our portfolio due
to a 15% increase in values in the segment. Our real estate funds appreciated by approximately 4%, primarily driven
by CRP V and its related RMBS co-investments, and our energy funds appreciated by 22%, primarily resulting from
an increase in Energy III and its related co-investments and Energy IV. Additionally, we raised new commitments of
$1.4 billion for CRP VI and various coinvestment vehicles. These increases were partially offset by
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distributions of $2.1 billion, of which approximately $0.8 billion was recycled back into available capital.

Total AUM was $27.7 billion at December 31, 2009, an increase of $0.4 billion, or 1%, compared to $27.3 billion at
December 31, 2008. This increase was primarily driven by commitments raised of $0.9 billion by the latest renewable
energy fund (Renew II) and various co-investment vehicles and $0.3 billion of market appreciation across our
portfolio. This appreciation was a result of a 3% increase in values in the segment, driven by a 15% increase in value
in our energy funds, offset by a 15% decrease in value in our real estate funds. These increases were partially offset by
distributions of $1.1 billion, of which approximately $0.4 billion was recycled back into available capital.
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Fund Performance Metrics

Fund performance information for our investment funds that have at least $1.0 billion in capital commitments,
cumulative equity invested or total value as of December 31, 2011, which we refer to as our significant funds, is
included throughout this discussion and analysis to facilitate an understanding of our results of operations for the
periods presented. The fund return information reflected in this discussion and analysis is not indicative of the
performance of The Carlyle Group L.P. and is also not necessarily indicative of the future performance of any
particular fund. An investment in The Carlyle Group L.P. is not an investment in any of our funds. There can be no
assurance that any of our funds or our other existing and future funds will achieve similar returns. See Risk Factors
Risks Related to Our Business Operations  The historical returns attributable to our funds, including those presented in
this prospectus, should not be considered as indicative of the future results of our funds or of our future results or of
any returns expected on an investment in our common units.

The following tables reflect the performance of our significant funds in our Real Assets business. Please see Business
Our Family of Funds for a legend of the fund acronyms listed below.

As of December 31, 2011 As of December 31, 2011
Realized/Partially Realized
Total Investments Investments(5)
Fund Cumulative Total Cumulative Total
Inception Committed Invested Fair Invested Fair

Date(1) Capital Capital(2) Value(3) MOIC4) Capital(2) Value(3) MOIC(4)
(Reported in Local Currency, in Millions)

Real Assets

Fully Invested

Funds(6)

CRP III 11/2000 $ 564.1 $ 5225 $ 1,269.8 24x $ 4513 $ 1,195.7 2.6x
CRPIV 12/2004 $ 9500 $ 1,186.1 $ 1,035.7 09x $ 3607 $ 505.2 1.4x
CRPV 11/2006 $ 3,0000 $ 3,016.6 $ 3,537.6 1.2x $ 1,353.6 $ 1,657.0 1.2x
CEREP I 3/2002 426.6 517.0 741.5 1.4x 441.1 745.5 1.7x
CEREP II 4/2005 762.7 826.9 408.2 0.5x 296.5 148.9 0.5x
Energy 11 7/2002 $ 1,1000 $ 11,3119 $ 3,368.2 26x $ 6817 $ 25872 3.8x
Energy 111 10/2005 $ 3,8000 $ 3,449.6 $ 6,223.7 1.8x $ 12753 $ 3,080.8 2.4x
All Other

Funds(7) Various $ 1,7237 $ 1,761.6 1.0x $ 9051 $ 1,437.8 1.6x
Coinvestments

and Other(8) Various $ 37996 $ 6,478.6 1.7x ' $ 14262 $ 3,684.5 2.6x
Total Fully

Invested

Funds $ 16,7464 $ 25,160.8 1.5x $ 7,4069 $ 15,303.9 2.1x
Funds in the

Investment

Period(6)

CRP VI 9/2010 $ 2,3400 $ 3205 % 312.0 1.0x
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CIP
CEREP III
Energy IV
Renewable
Energy 11
All Other
Funds(9)

Total Funds in
the Investment
Period

TOTAL
REAL
ASSETS(10)

9/2006
5/2007
12/2007
3/2008

Various
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1,143.7
2,229.5
5,979.1

3,417.5

$
$
$

710.2
1,218.1
4,456.5
2,2194

361.9

9,642.5

26,388.9

$
$

&+

&+

718.3
1,406.2
7,099.8
2,973.2

327.2

13,247.5

38,408.3

1.0x
1.2x
1.6x
1.3x

0.9x

1.4x

1.5x

$ 8,687.3 $ 17,385.0 2.0x

The returns presented herein represent those of the applicable Carlyle funds and not those of The Carlyle Group

L.P.

(1) The data presented herein that provides inception to date performance results of our segments relates to the
period following the formation of the first fund within each segment. For our Real Assets segment, our first fund

was formed in

1997.
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2)
3)

4

&)

Represents the original cost of all capital called for investments since inception of the fund.

Represents all realized proceeds combined with remaining fair value, before management fees, expenses and
carried interest. Please see Note 4 to the combined and consolidated financial statements for the years ended
December 31, 2010 and December 31, 2011 appearing elsewhere in this prospectus for further information
regarding management s determination of fair value.

Multiple of invested capital ( MOIC ) represents total fair value, before management fees, expenses and carried
interest, divided by cumulative invested capital.

An investment is considered realized when the investment fund has completely exited, and ceases to own an
interest in, the investment. An investment is considered partially realized when the total proceeds received in
respect of such investment, including dividends, interest or other distributions and/or return of capital represents
at least 85% of invested capital and such investment is not yet fully realized. Because part of our value creation
strategy involves pursuing best exit alternatives, we believe information regarding Realized/Partially Realized
MOIC, when considered together with the other investment performance metrics presented, provides investors
with meaningful information regarding our investment performance by removing the impact of investments
where significant realization activity has not yet occurred. Realized/Partially Realized MOIC have limitations as
measures of investment performance, and should not be considered in isolation. Such limitations include the fact
that these measures do not include the performance of earlier stage and other investments that do not satisfy the
criteria provided above. The exclusion of such investments will have a positive impact on Realized/Partially
Realized MOIC in instances when the MOIC in respect of such investments are less than the aggregate MOIC.
Our measurements of Realized/Partially Realized MOIC may not be comparable to those of other companies that
use similarly titled measures. We do not present Realized/Partially Realized performance information separately
for funds that are still in the investment period because of the relatively insignificant level of realizations for
funds of this type. However, to the extent such funds have had realizations, they are included in the
Realized/Partially Realized performance information presented for Total Real Assets.

(6) Fully Invested funds are past the expiration date of the investment period as defined in the respective limited

partnership agreement. In instances where a successor fund has had its first capital call, the predecessor fund is
categorized as fully invested.

(7) Includes the following funds: CRP I, CRP II, CAREP I, ENERGY I and RENEW L

(8) Includes Co-Investments, prefund investments and certain other stand-alone investments arranged by us.

(9) Includes the following fund: CAREP II.

(10) For purposes of aggregation, funds that report in foreign currency have been converted to U.S. dollars at the

spot rate as of the end of the reporting period.
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Real Assets

Fully Invested Funds(5)
CRP III

CRP IV

CRPV

CEREP I

CEREP II

Energy 11

Energy III

All Other Funds(6)
Co-investments and
Other(7)

Total Fully Invested
Funds

Funds in the
Investment Period(5)
CRP VI(8)

CIP

CEREP III

Energy IV

Renew II

All Other Funds(9)

Total Funds in the
Investment Period

TOTAL REAL
ASSETS(10)
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Fund

Inception
Date(1)

11/2000
12/2004
11/2006
3/2002
4/2005
7/2002
10/2005
Various

Various

9/2010
9/2006
5/2007
12/2007
3/2008
Various

Committed
Capital
As of

December 31,

2011

564.1
950.0
3,000.0
426.6
762.7
$ 1,100.0
$ 3,800.0

&L L L

2,340.0
1,143.7
2,229.5
5,979.1
3,417.5

&L &L

&L &L

Inception to December 31, 2011
Realized/
Partially
Realized

Gross IRR(4)

Gross
IRR(2)
(Reported in Local Currency, in Millions)

44%
4)%
6%
14%
(18)%
82%
16%
2%

22%

17%

n/m
10%
6%
29%
21%
(6)%

20%

17%

Net
IRR(3)

30%
9%
3%
7%
(19)%
55%
12%
(6)%

17%

10%

n/m
(6)%
0%
19%
10%
(11D)%

10%

10%

50%
23%
9%
18%
A7%
111%
27%
18%

32%

31%

29%

The returns presented herein represent those of the applicable Carlyle funds and not those of The Carlyle

Group L.P.

(1) The data presented herein that provides inception to date performance results of our segments relates to the
period following the formation of the first fund within each segment. For our Real Assets segment, our first fund

was formed in 1997.
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Gross Internal Rate of Return ( IRR ) represents the annualized IRR for the period indicated on limited partner
invested capital based on contributions, distributions and unrealized value before management fees, expenses and
carried interest.

Net IRR represents the annualized IRR for the period indicated on limited partner invested capital based on
contributions, distributions and unrealized value after management fees, expenses and carried interest.

An investment is considered realized when the investment fund has completely exited, and ceases to own an
interest in, the investment. An investment is considered partially realized when the total proceeds received in
respect of such investment, including dividends, interest or other distributions and/or return of capital, represents
at least 85% of invested capital and such investment is not yet fully realized. Because part of our value creation
strategy involves pursuing best exit alternatives, we believe information regarding Realized/Partially Realized
Gross IRR, when considered together with the other investment performance metrics presented, provides
investors with meaningful information regarding our investment performance by removing the impact of
investments where significant realization activity has not yet occurred. Realized/Partially Realized Gross IRR
have limitations as measures of investment performance, and should not be considered in isolation. Such
limitations include the fact that these measures do not include the performance of earlier stage and other
investments that do not satisfy the criteria provided above. The exclusion of such investments will have a
positive impact on Realized/Partially Realized Gross IRR in instances when the Gross IRR in respect of such
investments are less than the aggregate Gross IRR. Our measurements of Realized/Partially Realized Gross IRR
may not be comparable to those of other companies that use similarly titled measures. We do not present
Realized/Partially Realized performance information separately for funds that are still in the investment period
because of the relatively insignificant level of realizations for funds of this type. However, to the extent such
funds have had realizations, they are included in the Realized/Partially Realized performance information
presented for Total Real Assets.

Fully invested funds are past the expiration date of the investment period as defined in the respective limited
partnership agreement. In instances where a successor fund has had its first capital call, the predecessor fund is
categorized as fully invested.

Includes the following funds: CRP I, CRP II, CAREP I, ENERGY I and RENEW I.

Includes co-investments, prefund investments and certain other stand-alone investments arranged by us.
146
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(8) Gross IRR and Net IRR for CRP VI are not meaningful as the investment period commenced in September

2010.

(9) Includes the following fund: CAREP II.

(10) For purposes of aggregation, funds that report in foreign currency have been converted to U.S. dollars at the

spot rate as of the end of the reporting period.

Global Market Strategies

For purposes of presenting our results of operations for this segment, we include only our 55% economic interest in
the results of operations of Claren Road and ESG, which we acquired on December 31, 2010 and July 1, 2011,

respectively. The following table presents our results of operations for our Global Market Strategies segment:

Segment Revenues

Fund level fee revenues
Fund management fees
Portfolio advisory fees, net
Transaction fees, net

Total fund level fee revenues
Performance fees

Realized

Unrealized

Total performance fees
Investment income (loss)
Realized

Unrealized

Total investment income (loss)
Interest and other income

Total revenues

Segment Expenses

Direct compensation and benefits
Direct base compensation
Performance fee related

Realized

Unrealized

Total direct compensation and benefits
General, administrative and other indirect compensation

Table of Contents

$

Year Ended December 31,

2011

2010

2009

(Dollars in millions)

173.5
3.0
176.5

204.2
(92.9)

111.3

20.3
12.8

33.1
4.0

3249

61.7

88.4
(48.2)

101.9
51.0

$ 819
23

0.1

84.3

9.8
135.1

144.9

4.8
16.9

21.7
2.7

253.6

40.1

4.2
70.6

114.9
32.1

$ 68.8
0.7

0.9
70.4

1.6
1.5

3.1
0.2
0.2)
2.2

75.7

38.8

0.2
1.0

40.0
32.6
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Interest expense

Total expenses

Economic Net Income (Loss)
Fee Related Earnings

Net Performance Fees
Investment Income

Distributable Earnings
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10.5
1634

$ 1615
$ 573
$ 711
$ 331
$ 1934

Year Ended December 31, 2011 Compared to the Year Ended December 31, 2010

2.6
149.6

$ 104.0
$ 122
$ 70.1
$ 217
$ 226

4.1
76.7
$ 1.0
$ (29

$ (13)

Total fee revenues were $176.5 million for the year ended December 31, 2011, an increase of $92.2 million from
2010. The increase was due to the acquisitions of Claren Road, ESG, and CLO contracts from Stanfield and Mizuho.

The weighted-average management fee rate on our hedge funds remained the same during the year while our
weighted-average fee rate on our carry funds decreased from 1.65% to 1.40% during the year due to the rate

step-down by one of our distressed

147

Table of Contents

271



Edgar Filing: Carlyle Group L.P. - Form S-1/A

Table of Contents

and corporate opportunities funds (CSP II), which occurred when CSP II reached the end of its investment period.
This decrease in rates will decrease our management fees from these funds in future periods.

Interest and other income was $4.0 million for the year ended December 31, 2011 as compared to $2.7 million in
2010.

Total compensation and benefits was $101.9 million and $114.9 million for the years ended December 31, 2011 and
2010, respectively. Performance fee related compensation expense was $40.2 million and $74.8 million, or 36% and
52% of performance fees, for the years ended December 31, 2011 and 2010, respectively. The decrease in the
percentage is due primarily to the addition of Claren Road and ESG in 2011. Since we include only our 55%
economic interest in Claren Road and ESG in our segment results, most of the performance fees associated with those
funds do not have corresponding performance fee compensation.

Direct base compensation increased $21.6 million for the year ended December 31, 2011 as compared to 2010, which
primarily relates to the acquisitions of Claren Road and ESG and the hiring of other professionals in the Global
Market Strategies business. General, administrative and other indirect compensation increased $18.9 million to

$51.0 million for the year ended December 31, 2011 as compared to 2010, also reflecting the acquisitions of Claren
Road and ESG, as well as increased allocated overhead costs related to our continued investment in infrastructure and
back office support.

Interest expense increased $7.9 million, or 304%, for the year ended December 31, 2011 as compared to 2010. This
increase was primarily attributable to interest expense recorded for the year ended December 31, 2011 on our
subordinated notes payable to Mubadala, which we issued in December 2010. In October 2011 and March 2012, we
used borrowings on the revolving credit facility of our existing senior secured credit facility to redeem the

$500 million aggregate principal amount of the subordinated notes payable to Mubadala. As of March 2012, the
subordinated notes payable to Mubadala have been fully redeemed. The increase was also due to higher borrowings
under our refinanced term loan and our revolving credit facility and indebtedness incurred in connection with the
acquisition of Claren Road.

Economic Net Income. ENI was $161.5 million for the year ended December 31, 2011, an increase of $57.5 million
from $104.0 million in 2010. The improvement in ENI for the year ended December 31, 2011 as compared to 2010
was primarily driven by an increase in investment income of $11.4 million and fee related earnings of $45.1 million,
primarily due to the acquisition of Claren Road and ESG and CLO contracts from Stanfield and Mizuho.

Fee Related Earnings. Fee related earnings increased $45.1 million to $57.3 million for the year ended December 31,
2011 as compared to 2010. The increase was primarily due to increases in fee revenues of $92.2 million, offset by
increases in direct base compensation of $21.6 million and general, administrative and other indirect compensation of
$18.9 million.

Performance Fees. Performance fees of $111.3 million and $144.9 million are inclusive of performance fees reversed
of approximately $0.7 million and $0 for the years ended December 31, 2011 and 2010, respectively. Performance
fees for this segment by type of fund are as follows:

Year Ended
December 31,
2011 2010
(Dollars in millions)
Carry funds $ 237 $ 110.8

Table of Contents 272



Edgar Filing: Carlyle Group L.P. - Form S-1/A

Hedge funds 70.2

Structured credit funds 17.4 34.1

Performance fees $ 1113 $ 1449
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Performance fees for the year ended December 31, 2011 were generated primarily by the hedge funds, including $36.2
million of performance fees from the Claren Road Master Fund. Performance fees in the year ended December 31,
2010 were generated primarily by the distressed debt funds, including $83.9 million of performance fees from CSP II.

Net performance fees increased $1.0 million to $71.1 million for the year ended December 31, 2011 as compared to
$70.1 million in 2010.

Investment Income. Investment income was $33.1 million for the year ended December 31, 2011 compared to
$21.7 million in 2010. The increase in investment income during 2011 reflects the increase in values across the
portfolio.

Distributable Earnings. Distributable earnings increased $170.8 million to $193.4 million for the year ended
December 31, 2011 from $22.6 million in 2010. The increase related primarily to increases in realized net
performance fees of $110.2 million and fee related earnings of $45.1 million for the year ended December 31, 2011 as
compared to 2010.

Year Ended December 31, 2010 Compared to the Year Ended December 31, 2009

Total fee revenues were $84.3 million in 2010, representing a 20% increase over 2009. Approximately $13.1 million
of the $13.9 million increase was driven by an increase in fund management fees with portfolio advisory fees making
up the balance of the increase. Of the $13.1 million increase in fund management fees approximately $10.4 million
was due to the resumption of subordinated fees on our CLOs and the balance is a result of the acquisition of CLO
management contracts from Stanfield and Mizuho in August and November 2010. The weighted-average management
fee rate on our carry funds remained consistent over the period. The increase in portfolio advisory fees was largely
from portfolio companies in our distressed business.

Total compensation and benefits was $114.9 million and $40.0 million in 2010 and 2009, respectively. Performance
fee related compensation expense was $74.8 million and $1.2 million, or 52% and 39% of performance fees, in 2010
and 2009, respectively. The change in the percentage during the period is due primarily to different funds generating
the performance fees in these periods.

Direct base compensation expense increased $1.3 million in 2010 compared to 2009, reflecting costs of the new
management team we brought on board to manage this business. General, administrative and other indirect
compensation of $32.1 million in 2010 was relatively consistent with 20009.

Interest expense decreased $1.5 million, or 37%, over the comparable period in 2009. This decrease was primarily due
to lower outstanding borrowings during most of 2010 until we refinanced our term loan in November 2010 and

borrowed $494 million of subordinated debt in December 2010.

Economic Net Income. ENI was $104.0 million in 2010, a substantial improvement from $(1.0) million recognized in
2009. The improvement in ENI reflected the return and stabilization in the credit markets from the credit crisis.

Fee Related Earnings. Fee related earnings increased $15.1 million in 2010 from $(2.9) million in 2009 to a total of
$12.2 million.
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Performance Fees. Performance fees were $144.9 million and $3.1 million in 2010 and 2009, respectively. There

were no reversals of performance fees within this segment for 2010 and 2009. Performance fees for this segment by
type of fund are as follows:

Year Ended
December 31,
2010 2009
(Dollars in millions)
Carry funds $ 110.8 $ 22
Structured credit funds 34.1 0.9
Performance fees $ 1449 $ 3.1

Investments in our distressed debt funds appreciated in excess of 40% during 2010 which drove our performance fees
in 2010, with CSP I and CSP II together generating $110.8 million of performance fees in 2010.

Net performance fees increased $68.2 million to $70.1 million in 2010, representing 48% of performance fees.

Investment Income (Loss). Investment income was $21.7 million in 2010 compared to $0.0 million in 2009. The 2010
income reflects the increase in values across the portfolio.

Distributable Earnings. Distributable earnings increased $23.9 million to $22.6 million in 2010 from $(1.3) million in
2009. The increase in distributable earnings was driven by the $15.1 million increase in fee related earnings,
$4.2 million increase in realized net performance fees and a $4.6 million increase in realized investment income.

Fee-earning AUM as of and for each of the Three Years in the Period Ended December 31, 2011.

Fee-earning AUM is presented below for each period together with the components of change during each respective
period.

The table below breaks out Fee-earning AUM by its respective components at each period.

As of December 31,
2011 2010 2009

Global Market Strategies (Dollars in millions)
Components of Fee-earning AUM(1)

Fee-earning AUM based on capital commitments $ 927 $ 1974 $ 1,826
Fee-earning AUM based on invested capital 1,454 315 409
Fee-earning AUM based on collateral balances, at par 12,436 11,377 9,379
Fee-earning AUM based on net asset value 7,858 4,782 298
Fee-earning AUM based on other(2) 511 511 570
Total Fee-earning AUM $ 23,186 $ 18,959 $ 12,482

Weighted Average Management Fee Rates(3)
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All Funds, excluding CLOs 1.77% 1.88% 1.60%

(1) For additional information concerning the components of fee-earning AUM, please see =~ Fee-earning Assets
under Management.
(2) Includes funds with fees based on notional value.

(3) Represents the aggregate effective management fee rate for carry funds and hedge funds, weighted by each fund s
fee-earning AUM, as of the end of each period presented. Management fees for CLOs are based on the total par
amount of the assets (collateral) in the fund and are not calculated as a percentage of equity and are therefore not
included.
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The table below provides the period to period rollforward of fee-earning AUM.

Twelve Months Ended
December 31,
2011 2010 2009
(Dollars in millions)
Global Market Strategies
Fee-earning AUM Rollforward

Balance, Beginning of Period $ 18,959 $ 12,482 $ 13,372
Acquisitions 3,248 9,604

Inflows, including Commitments(1) 466 151 39
Outflows, including Distributions(2) (448) (146) (44)
Subscriptions, net of Redemptions(3) 1,207 (88) 32
Changes in CLO collateral balances (584) (2,534) (1,140)
Market Appreciation/(Depreciation)(4) 416 38 129
Foreign exchange and other(5) (78) (548) 94
Balance, End of Period $ 23,186 $ 18,959 $ 12,482

(1) Inflows represent limited partner capital raised by our carry funds and capital invested by our carry funds outside
the investment period.

(2) Outflows represent limited partner distributions from our carry funds and changes in basis for our carry funds
where the investment period has expired.

(3) Represents the net result of subscriptions to and redemptions from our hedge funds and open-end structured
credit funds.

(4) Market Appreciation/(Depreciation) represents changes in the net asset value of our hedge funds and open-end
structured credit funds.

(5) Represents the impact of foreign exchange rate fluctuations on the translation of our non-U.S. dollar
denominated funds. Activity during the period is translated at the average rate for the period. Ending balances are
translated at the spot rate as of the period end.

Fee-earning AUM was $23.2 billion at December 31, 2011, an increase of $4.2 billion, or 22%, compared to

$19.0 billion at December 31, 2010. This increase was primarily a result of the acquisitions of a 55% interest in ESG,
the Foothill CLO, and the Churchill CLO (for further discussion of these acquisitions, please refer to Recent
Transactions ), resulting in additional fee-earning AUM of $3.2 billion. Outflows of $0.4 billion were primarily driven
by the change in basis of the CSP II fund from commitments to invested capital. Distributions from carry funds still in
the investment period do not impact fee-earning AUM as these funds are based on commitments and not invested
capital. Additionally, we had subscriptions, net of redemptions, of $1.2 billion in our hedge funds and the aggregate
par value of our CLO collateral balances decreased $0.6 billion. Market appreciation of $0.4 billion was primarily due
to increases in the value of our hedge funds, which charge fees based on net asset value.
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Fee-earning AUM was $19.0 billion at December 31, 2010, an increase of $6.5 billion, or 52%, compared to

$12.5 billion at December 31, 2009. This increase was primarily a result of acquisitions during the period, totaling
$9.6 billion, of the Mizuho and Stanfield CLO management contracts as well as a 55% interest in Claren Road. The
increase was partially offset by a decrease of $2.5 billion in the par value of our CLO collateral balances.

Fee-earning AUM was $12.5 billion at December 31, 2009, a decrease of $0.9 billion, or 7%, compared to

$13.4 billion at December 31, 2008. This decrease was primarily a result of a $1.1 billion decrease in the aggregate
par value of our CLO collateral balances.
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