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East Resources mansfield, pennsylvania

INVESTMENT	
EXPANDED	DEVELOPMENT	

FROM	1	WELL	TO	

75
NEW	WELLS

2 KKR  2010 ANNUAL REPORT KKR  2010 ANNUAL REPORT 3



New technology has transformed the world’s energy 
supply by enhancing successful and safe exploration 
for natural gas from shale rock formations. 
Recognizing this revolutionary change, our energy 
team identified East Resources, Inc., a leading oil 
and gas company with a stable portfolio of produc
ing assets and more than 650,000 net acres of 
highly contiguous, operated acreage in some of 
the most attractive areas of the Marcellus Shale  
in Pennsylvania. East’s regional concentration and 
entrepreneurial approach provided operational and 
cost advantages that made it an attractive invest
ment. In June 2009, KKR invested $330 million in 
East through a convertible security, which 
enabled the company to expand development —  
drilling 75 horizontal wells, compared to only one 
horizontal well prior to KKR’s investment. 
 This expanded development demonstrated 
the value of East’s asset position. In late 2010, 
Royal Dutch Shell Plc acquired East for $4.7 billion, 
a $1.2 billion gain for KKR and our investors.
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BMG Rights Management (“BMG”) is a joint venture 
between KKR and Bertelsmann, an international 
media company active in more than 50 countries, to 
develop a global music rights management business. 
The partnership benefits from Bertelsmann’s know
how in media and publishing, BMG’s experience  
in licensing and music rights administration and 
KKR’s transaction capabilities, financial expertise 
and global network. 
 As a result of our partnership, BMG has 
grown to be the world’s largest independent 
music publisher, signing new and iconic artists 
and expanding its catalogue acquisitions. The 
company now manages more than 250,000 copy
rights and recorded master rights from over 
1,000 recording artists and songwriters, includ ing 
top artists such as Allison Krause, Billy Idol, 
CeeLo Green and ZZ Top. 

BMG Rights Management berlin, germany
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Avago san jose, california

Avago Technologies is a leading global designer, 
developer and supplier of analog semiconductors. 
The company’s products can be found in a wide 
range of devices including smartphones, data 
networks, computer peripherals and supercom
puters. With a 50year history of innovation, 
Avago holds more than 5,000 U.S. and foreign 
patents and patent applications and employs  
more than 3,500 employees globally.
 Throughout its history, Avago has been a 
leader in innovation and engineering expertise. 
However, as a captive subsidiary (first of HP and 
later Agilent), it was not managed to its full potential. 
KKR and our partner Silver Lake saw an opportu
nity for Avago to thrive as an independent company 
and in 2005 led the carveout from Agilent. 
 In the nine months that followed the carve
out, we and KKR Capstone partnered with Avago’s 
management to create a standalone company 
that was significantly more effective and efficient 
than the historical model. We strengthened the 
company by hiring new CEO Hock Tan, an 
experienced semiconductor executive, as well as 
other key executives and by divesting several 
noncore businesses. 
 Over the course of the next four years, the 
new management team improved the business  
by refocusing the product portfolio and redeploying 
R&D spending in core areas such as wireless, 
fiber optics and networking. From 2007 to 2010, 
Avago achieved annual growth of 11.1 percent  
and increased profitability by 25.8 percent annually. 
In August of 2009, Avago was listed on the 
NASDAQ stock exchange in an IPO supported by 
KKR Capital Markets. The focus on longterm 
performance has benefited the public owners of 
the stock as Avago has outperformed market 
indices, including the SOX (Semiconductor Index), 
NASDAQ and the S&P 500 since the IPO.
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In August 2010, a consortium formed by Advent 
International and Bain Capital agreed to acquire 
80% of WorldPay (formerly RBS WorldPay),  
a leading global payment services business pro
viding merchant acquiring and processing 
services to national, international and SME (small 
and medium enterprise) merchants; WorldPay  
is the #1 merchant acquirer in the UK and #4 
globally by transaction volume. The business  
was acquired for a total consideration of approx
imately $3 billion from the RBS, which was 
required to dispose of the asset by European 
regulators following the UK government’s bailout. 
RBS retained a 20% equity stake in the business. 
 As a result of its close relationship with 
Bain Capital and Advent International, KKR 
Mezzanine Partners underwrote and led the 
$470 million mezzanine loan to facilitate  
the acquisition of WorldPay. This relationship was 
further developed by working exclusively with 
them from the beginning of the process, which 
facilitated an open dialogue and deep partic
ipation in due diligence. Further more, KKR 
provided committed financing in a tight time frame 
which was a key in successfully securing  
this transaction. The WorldPay invest ment is the 
largest mezzanine investment KKR has led to  
date and is one of six deals in which affiliate funds 
or clients managed by KKR Asset Management 
provided mezzanine financing in 2010.

WorldPay london, england

PAYS
PARTNERSHIP
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Café Coffee Day, owned by Coffee Day Resorts, is 
one of India’s strongest consumer and retail 
brands. With more than 1,000 cafes in 150 cities 
across India, Café Coffee Day has more than four 
times the stores of its nearest competitor. This 
unmatched scale has enabled the company to 
develop a fully integrated supply chain with stand
ardized product offerings across the country. 
Coffee Day’s promoter, VG Siddhartha, required 
capital to take advantage of extraordinary  
growth opportunities in Coffee Day as well as other 
businesses. Working in collaboration with manage
ment, KKR developed and invested through an 
$80 million structured equity solution. Proceeds 
from KKR’s investment are supporting Café  
Coffee Day’s continued growth and business 
expansion, including recently opened cafes in 
Vienna and Prague. 

200	
MORE	STORES	

ADDED	SINCE	KKR	
INVESTMENT

Café Coffee Day bangalore, india
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Over the past 35 years, KKR has a long track record 
of partnering with family businesses to assist them 
in accelerating value creation. Founded in 1931, 
WILD is a leading manufacturer of natural flavor 
and ingredient solutions for the food and beverage 
industry. With healthy products, marketleading 
innovation and strong customer relationships, 
WILD is well positioned for global growth. In July 
2010, after nearly 80 years of running WILD as a 
successful family business, Dr. HansPeter Wild 
entered a partnership with KKR as a minority 
investor in the company.  In addition to providing 
the Wild family with capital, the KKR team has 
worked with Dr. Wild and the management team 
to prepare the company for the capital markets 
and position it as a global fully integrated leader in 
the flavors sector. For example, our team is 
working with management on global purchasing, 
supply chain and lean manufacturing. Through our 
global network, we are partnering with WILD’s 
management to grow the business in emerging 
markets through both acquisition and new market 
development. We have also worked closely with 
Dr. Wild to recruit additional management talent to 
support the company’s global growth initiatives. 

WILD Flavors GmbH zug, switzerland

FLAVORS
PARTNERSHIP
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STORE	GROWTH	
FROM

8,194 
TO	

9,372

Dollar General goodlettsville, tennessee

GROWS
PARTNERSHIP

Dollar General is the largest smallbox discount 
retailer by revenue in the United States. The 
72yearold company offers a wide variety of 
everyday merchandise and unique items at low 
prices in convenient locations. In 2007, KKR 
purchased Dollar General for $7.6 billion. Since 
then, Dollar General’s partnership with KKR  
has been a story of growth. Working together  
with Dollar General CEO Rick Dreiling and a  
highly experienced management team, we focused 
on improving store standards and product 
sourcing, redesigning core merchandising pro
cesses, expanding the private label business  
and reducing outofstocks. 
 Through operating initiatives and renewed 
focus on retailing discipline, the company 
expanded its stores, grew sales and improved 
margins. From 2007 to the end of its 2010 fiscal 
year, Dollar General grew revenue by 37 percent 
while increasing adjusted EBITDA by 126 percent. 
During this same period, approximately 15,000 
positions were created, and the company avoided 
160,000 metric tons of greenhouse gas emis sions 
through participation in KKR’s Green Portfolio 
Program. In November 2009, the company went 
public in the largest retail IPO in 14 years, with 
KKR Capital Markets serving as one of the lead 
bookrunners. With revenues of $13 billion for  
the fiscal year 2010, Dollar General is now one
andahalf times larger than its nearest 
directretail competitor. 
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Harden Healthcare provides home healthcare, 
hospice, assisted living and skilled nursing 
services. Along with its subsidiaries, Harden 
served nearly 40,000 seniors across the United 
States in 2010. In late 2009, Harden found that  
the significant debt it had incurred to fund a 
previous acquisition was inhibiting its ability to 
grow. KKR stepped in as a partner to recapitalize 
the company with $235 million of new funding. 
KKR Asset Management provided approximately 
$140 million of this financing, while KKR Capital 
Markets arranged the placement and syndication  
of the balance, including a $35 million revolving 
credit line.
 Shortly after the transaction closed in March 
of 2010, Harden acquired Voyager Hospice Care, 
expanding its presence in the hospice market and 
extending its geographic reach to four new states. 
To support this transaction, KKR invested an addi
tional $50 million and KKR Capital Markets raised 
an additional $40 million of senior secured debt. 
 With KKR’s investment, Harden not only 
overcame the immediate financial stress placed 
upon it by an inflexible capital structure but was 
able to grow and expand its operations. 

40,000
U.S.	SENIORS	SERVED		

BY	HARDEN	HEALTHCARE		
IN	2010

Harden Healthcare austin, texas

CARES
PARTNERSHIP
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Founded in 2005, Ma Anshan Modern Farming 
raises dairy cows and sells raw milk to dairy 
companies that produce branded consumer products. 
The company currently has 14 farms across China, 
and it is planning continued growth to strengthen 
its industryleading position at the forefront of a 
shift toward largescale dairy farms in China. 
Recognizing a growing concern and interest in 
food safety and quality in China, KKR invested 
$150 million in Ma Anshan in the beginning of 2009. 
 KKR has worked with Ma Anshan’s leader
ship team to apply the latest farming techniques 
and supply chain enhancements for the benefit of 
Chinese consumers, and to improve farms’ milk 
quality, productivity and profitability. KKR Capstone 
has worked on the ground at remote farms for  
16 months to develop and implement initiatives 
ranging from optimized feed purchasing to improved 
breeding management. On corn silage purchasing, 
for example, the team worked with the company’s 
purchasing managers across all 14 farms to 
implement an endtoend procurement process 
that could meet the increasing demand for high 
quality feeds. Through KKR’s global network,  
Ma Anshan was able to work with worldclass dairy 
farm experts to develop and introduce best prac
tices in farm design, construction and operations. 
These processes accelerated the herd’s growth and 
led to healthier, more productive cows, and high
quality milk that nourishes and protects the public. 
 In November 2010, Ma Anshan Modern 
Farming successfully completed its initial public 
offering, raising $448 million. The company is 
now the largest publicly listed dairy farm in China.

PRODUCES

1.8 MILLION
TONS	OF	MILK		

PER	YEAR

Ma Anshan Modern Farming ma anshan city, china

NOURISHES
PARTNERSHIP
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Pets at Home handforth, united kingdom
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Pets at Home is the UK’s leading specialist retailer 
of pet food and petrelated services  and acces
sories. Founded in 1991, Pets at Home currently 
operates over 280 stores with 4,800 employees, 
as well as 70 veterinary surgical centers under 
the brand name Companion Care. The company’s 
strong market position, supported by a well
differentiated retail proposition and experience, 
and its rapid growth captured KKR’s interest, and 
the firm acquired the company in January 2010.
 KKR is partnering with Pets at Home 
management to continue to grow the business, 
primarily through investments in: new store 
openings (with a total of 25 in 2010); product 
innovation and new services (such as the rollout 
of grooming, veterinary and insurance offerings); 
training and development opportunities; and 
advertising.

22 MILLION
PETS	IN	THE	UK	
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Founded in 1933, Oriental Brewery is South Korea’s 
second largest beer producer. With a market 
share greater than 40%, Oriental Brewery sells 
more than 800 million cases of beer annually  
in South Korea. In 2009, KKR and Affinity Equity 
Partners purchased Oriental Brewery for  
$1.8 billion from Anheuser BuschInBev. Since 
the acquisition, we have worked sidebyside  
with Oriental Brewery management to strengthen 
brand marketing, expand production capacity, 
upgrade IT infrastructure, reduce energy use and 
improve procurement processes.  
 During 2010, the company’s first full year 
under new ownership, Oriental Brewery grew 
volume by 4.4% and gained 1.8% of market share 
in South Korea. Oriental Brewery also became the 
first company in Asia to participate in KKR’s Green 
Portfolio Program, significantly reducing green
house gas emissions in its pro duction facilities.

Oriental Brewery seoul, south korea
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BUILDS
PARTNERSHIP

Colonial Pipeline  alpharetta, georgia
NEARLY

5,600
MILES	OF	PIPELINE		
UNDER	OPERATION

With a network of nearly 5,600 miles of pipeline 
under operation, Colonial Pipeline is the largest 
refined petroleum products pipeline in North 
America. Colonial has a history of stable earnings 
and cash flow growth, a strong commitment to 
environmental and workplace safety, and enjoys 
access to attractive sources of supply and end
market connectivity. 
 In October 2010, KKR joined ConocoPhillips, 
IFM (US), Koch Capital and Shell as one of the 
five shareholders of Colonial, acquiring Chevron’s 
23.4% stake for $1.1 billion. The investment was 
jointly funded by KKR and a separately managed 
account for our limited partner, National Pension 
Service of Korea, the fourth largest public pension 
fund in the world. KKR’s 20plus year history of 
invest ing in the energy and infrastructure space 
and expertise in global public affairs greatly aided 
the successful closure of the deal, and such 
expertise and experience remain assets to the 
company today.
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Leading fiduciaries around the world — including 
large public and corporate pension plans, 
sovereign wealth, financial institutions, insurance 
companies, university and other endowments  
and foundations — have for decades invested with 
KKR as limited partners. The returns on our 
investments improve the retirement security and 
well being of current and future generations of 
beneficiaries, including teachers, firefighters, police 
officers, state and municipal employees and  
many others, expand access to education, help 
fund important activities and help meet the needs 
of our state and municipal budgets.
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WE	ARE	OUR	OWN		
LARGEST	INVESTOR:	

$6 BILLION
OF	COMMITTED	AND	
INVESTED	CAPITAL

SECURES
PARTNERSHIP

Our Investment Partners  
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