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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

},’QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

FOR THE QUARTERLY PERIOD ENDED SEPTEMBER 30, 2016

OR

. TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

FOR THE TRANSITION PERIOD FROM TO

Commission File Number: 001-35538

The Carlyle Group L.P.
(Exact name of registrant as specified in its charter)

Delaware 45-2832612

(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
1001 Pennsylvania Avenue, NW

Washington, D.C., 20004-2505

(Address of principal executive offices) (Zip Code)

(202) 729-5626
(Registrant’s telephone number, including area code)

Not Applicable
(Former name or former address, if changed since last report)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90

days. Yes y No ~
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Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes y No ~

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer

or a smaller reporting company. See the definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer y Accelerated filer

Non-accelerated filer (Do not check if a smaller reporting company)  Smaller reporting company

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). Yes " Noy

The number of the Registrant’s common units representing limited partner interests outstanding as of October 28, 2016
was 84,578,736.
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Forward-Looking Statements

This report may contain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933
and Section 21E of the Securities Exchange Act of 1934. These statements include, but are not limited to, statements
related to our expectations regarding the performance of our business, our financial results, our liquidity and capital
resources, contingencies and other non-historical 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, uncertainties and assumptions. Accordingly, there are or will be important
factors that could cause actual outcomes or results to differ materially from those indicated in these statements
including, but not limited to, those described in the section entitled “Risk Factors” in our Annual Report on Form 10-K
for the year ended December 31, 2015 filed with the United States Securities and Exchange Commission ("SEC") on
February 24, 2016, as updated from time to time by our periodic filings with the SEC, which are accessible on the
SEC’s website at www.sec.gov. These factors should not be construed as exhaustive and should be read in conjunction
with the other cautionary statements that are included in this report and in our other periodic filings with the SEC. We
undertake no obligation to publicly update or review any forward-looking statements, whether as a result of new
information, future developments or otherwise, except as required by applicable law.

Website and Social Media Disclosure

We use our website (www.carlyle.com), our corporate Facebook page
(https://www.facebook.com/The-Carlyle-Group-103519702981/) and our corporate Twitter account (@OneCarlyle) as
channels of distribution of material company information. For example, financial and other material information
regarding our company is routinely posted on and accessible at www.carlyle.com. Accordingly, investors should
monitor these channels, in addition to following our press releases, SEC filings and public conference calls and
webcasts. In addition, you may automatically receive email alerts and other information about Carlyle when you

enroll your email address by visiting the “Email Alert Subscription” section at https://ir.carlyle.com/alerts.cfm?. The
contents of our website and social media channels are not, however, a part of this Quarterly Report on Form 10-Q and
are not incorporated by reference herein.
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Unless the context suggests otherwise, references in this report to “Carlyle,” the “Company,” “we,” “us” and “our” refer to The
Carlyle Group L.P. and its consolidated subsidiaries. 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 partner-level personnel of our firm. References in this report 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” refer to (i) those investment funds that we advise, including the buyout funds, growth capital funds, real
estate funds, infrastructure funds, certain energy funds and opportunistic credit, distressed debt and mezzanine funds
(but excluding our structured credit funds, hedge funds, business development companies, mutual fund, 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 and (ii) those investment funds advised by NGP

Energy Capital Management (together with its affiliates and subsidiaries, “NGP”) from which we are entitled to receive
a carried interest. The “NGP management fee funds” refer to those funds advised by NGP from which we only receive
an allocation of income based on the funds’ management fees. Our “fund of funds vehicles” refers to those funds,
accounts and vehicles advised by AlpInvest Partners B.V. (“Alplnvest”), Metropolitan Real Estate Equity Management,
LLC (“Metropolitan”), and Diversified Global Asset Management (“DGAM?”). For an explanation of the fund acronyms
used throughout this Quarterly Report, refer to “Item 2. Management’s Discussion and Analysis of Financial Condition
and Results of Operations—Our Family of Funds.”

“Fee-earning assets under management” or “Fee-earning AUM” refer to the assets we manage or advise from which we
derive recurring fund management fees. Our Fee-earning AUM generally equals the sum of:
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for substantially all carry funds and certain co-investment vehicles where the original investment period has not
expired, and for Metropolitan fund of funds vehicles during the weighted-average investment period of the
underlying funds, the amount of limited partner capital commitments, and for AlpInvest fund of funds vehicles, the
amount of external investor capital commitments during the commitment fee period, and for the NGP management
fee funds and certain carry funds advised by NGP, the amount of investor capital commitments before the first
investment realization;

(a)
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for substantially all carry funds and certain co-investment vehicles where the original investment period has
expired and for Metropolitan fund of funds vehicles after the expiration of the weighted-average investment period

(b)of the underlying funds, the remaining amount of limited partner invested capital at cost, and for the NGP
management fee funds and certain carry funds advised by NGP where the first investment has been realized, the
amount of partner commitments less realized and written-off investments;

the amount of aggregate fee-earning collateral balance at par of our collateralized loan obligations (“CLOs”), as
(c)defined in the fund indentures (typically exclusive of equities and defaulted positions) as of the quarterly cut-off
date for each CLO, and the aggregate principal amount of the notes of our other structured products;

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

© the gross assets (including assets acquired with leverage), excluding cash and cash equivalents of our business
development companies and certain carry funds; and

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

“Assets under management” or “AUM” refers to the assets we manage or advise. Our AUM equals the sum of the

following:

the fair value of the capital invested in Carlyle carry funds, co-investment vehicles, NGP management fee funds
and fund of funds vehicles plus the capital that Carlyle is entitled to call from investors in those funds and vehicles
(including Carlyle 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;

(a)

the amount of aggregate collateral balance and principal cash at par or aggregate principal amount of the notes of

(b) . . . )
our CLOs and other structured products (inclusive of all positions);

the net asset value (pre-redemptions and subscriptions) of our long/short credit, emerging markets, multi-product

macroeconomic, fund of hedge funds vehicles, mutual fund and other hedge funds; and

(©)

(d)the gross assets (including assets acquired with leverage) of our business development companies.

We include in our calculation of AUM and Fee-earning AUM certain energy and renewable resources funds that we
jointly advise with Riverstone Holdings L.L.C. (“Riverstone”) and certain NGP management fee funds and carry funds
that are advised by NGP.

For our carry funds, co-investment vehicles, fund of funds vehicles, and NGP management fee funds, 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 original 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 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 management or performance fees. Our calculations 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

7
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funds that we manage or advise.

With respect to certain of the hedge funds and vehicles that we advise, we are entitled to incentive fees that are paid
annually, semi-annually or quarterly, as the case may be, if the net asset value of an investor’s account has increased
above the high-water mark. A hedge fund's or vehicle’s “high-water mark” refers to the highest period end net asset value
of an investor’s account on which incentive fees were previously paid.

3




Edgar Filing: Carlyle Group L.P. - Form 10-Q

PART I - FINANCIAL INFORMATION

Iteml. Financial Statements

The Carlyle Group L.P.

Condensed Consolidated Balance Sheets
(Dollars in millions)

Assets

Cash and cash equivalents

Cash and cash equivalents held at Consolidated Funds
Restricted cash

Restricted cash and securities of Consolidated Funds
Corporate treasury investments

Accrued performance fees

Investments

Investments of Consolidated Funds

Due from affiliates and other receivables, net

Due from affiliates and other receivables of Consolidated Funds, net
Receivables and inventory of a consolidated real estate VIE
Fixed assets, net

Deposits and other

Other assets of a consolidated real estate VIE
Intangible assets, net

Deferred tax assets

Total assets

Liabilities and partners’ capital

Debt obligations

Loans payable of Consolidated Funds

Loans payable of a consolidated real estate VIE at fair value (principal amount of $148.2
million and $125.6 million as of September 30, 2016 and December 31, 2015,

respectively)

Accounts payable, accrued expenses and other liabilities
Accrued compensation and benefits

Due to affiliates

Deferred revenue

Deferred tax liabilities

Other liabilities of Consolidated Funds

Other liabilities of a consolidated real estate VIE
Accrued giveback obligations

Total liabilities

Commitments and contingencies

Redeemable non-controlling interests in consolidated entities

Partners’ capital (common units 84,578,736 and 80,408,702 issued and outstanding as of

September 30, 2016 and December 31, 2015, respectively)
Accumulated other comprehensive loss

Partners’ capital appropriated for Consolidated Funds
Non-controlling interests in consolidated entities
Non-controlling interests in Carlyle Holdings

September 30, December 31,

2016
(Unaudited)

$ 1,043.3
174.1
16.9

95.1
2,776.6
1,118.5
3,390.9
203.3
36.9
131.6
101.5
39.9

41.3
106.6
227.1
$9,503.6

$1,277.2
3,272.0

88.9

396.4
1,857.5
222.8
199.6
88.0
200.3
98.3
2244
7,925.4

6.2

438.7
(86.0

201.2
1,018.1

2015

$991.5
1,612.7
18.9
18.4
2,988.6
885.9
23,998.8
195.3
765.3
143.6
110.9
49.0
47.6
135.7
2194
$32,181.6

$1,135.7
17,064.7

75.4

463.8
1,953.2
2459
40.9
103.5
1,838.6
84.4
252.0
23,258.1

2,845.9

485.9

(90.1 )
120.8
4,493.8
1,067.2
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Total partners’ capital
Total liabilities and partners’ capital
See accompanying notes.

4

1,572.0
$9,503.6

6,077.6
$32,181.6

10
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The Carlyle Group L.P.
Condensed Consolidated Statements of Operations
(Unaudited)
(Dollars in millions, except unit and per unit data)
Three Months Nine Months Ended
Ended September 30
September 30, ’
2016 2015 2016 2015
Revenues
Fund management fees $255.1 $ 2783 $817.1 $ 830.1
Performance fees
Realized 383.4 3292 905.1 1,251.0
Unrealized (168.7 ) (575.8 ) (334.3) (629.7 )
Total performance fees 214.7  (246.6 ) 570.8 621.3
Investment income (loss)
Realized 40.7 12.5 92.2 24.2
Unrealized 29.8 (22.0 ) 34.0 (17.7 )
Total investment income (loss) 70.5 9.5 ) 1262 6.5
Interest and other income 53 5.0 15.0 15.9
Interest and other income of Consolidated Funds 43.0 259.4 107.8  742.7
Revenue of a consolidated real estate VIE 18.7 10.9 61.5 73.9
Total revenues 607.3 297.5 1,698.4 2,290.4
Expenses
Compensation and benefits
Base compensation 1543 1635 470.5 4722
Equity-based compensation 81.4 86.8 265.8 291.0
Performance fee related
Realized 189.0 1552 423.0 561.7
Unrealized (78.1 ) (228.1 ) (146.1) (1462 )
Total compensation and benefits 346.6 1774 1,013.2 1,178.7
General, administrative and other expenses 188.9 289.6 362.6 539.2
Interest 15.6 14.5 46.3 43.6
Interest and other expenses of Consolidated Funds 32.3 296.9 87.3 791.7
Interest and other expenses of a consolidated real estate VIE 82.1 26.8 157.9 1244
Other non-operating expenses (income) 3.7 )9 ) 0.8 (11.7 )
Total expenses 661.8 795.3 1,668.1 2,665.9
Other income (loss)
Net investment gains (losses) of Consolidated Funds 4.8 (31.3 ) 3.1 935.8
Income (Loss) before provision for income taxes (49.7 ) (529.1 ) 334 560.3
Provision (benefit) for income taxes 1.0 4.1 ) 32.7 12.4
Net income (loss) (50.7 ) (525.0 ) 0.7 547.9
glettitiirézome (loss) attributable to non-controlling interests in consolidated 291 ) (152.4 ) (29.8 ) 657.5
Net income (loss) attributable to Carlyle Holdings (21.6 ) (372.6 ) 30.5 (109.6 )
Net ipcome (loss) attributable to non-controlling interests in Carlyle 224 ) (2887 ) 152 95.8 )
Holdings
Net income (loss) attributable to The Carlyle Group L.P. $0.8 $@839 ) $153 $ ({138 )

Net income (loss) attributable to The Carlyle Group L.P. per common unit
(see Note 14)
Basic $0.01 $ (.05 ) $0.19 $(0.19 )

11
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Diluted $0.02) $ (1.11 ) $0.08 $(0.28 )
Weighted-average common units

Basic 83,602,5(078,849,332  82,062,632,812,892
Diluted 312,534,968 ,558,908 306,981, 098,143,320
Distributions declared per common unit $0.63 $0.89 $1.18 $2.83

Substantially all revenue is earned from affiliates of the Partnership. See accompanying notes.

5
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The Carlyle Group L.P.

Condensed Consolidated Statements of Comprehensive Income
(Unaudited)

(Dollars in millions)

Net income (loss)

Other comprehensive income (loss)

Foreign currency translation adjustments

Cash flow hedges

Reclassification adjustment for loss included in interest expense

Defined benefit plans

Unrealized gain (loss) for the period

Less: reclassification adjustment for loss during the period, included in base
compensation expense

Other comprehensive income (loss)

Comprehensive income (loss)

Comprehensive (income) loss attributable to partners’ capital appropriated for
Consolidated Funds

Comprehensive (income) loss attributable to non-controlling interests in
consolidated entities

Comprehensive (income) loss attributable to redeemable non-controlling interests

in consolidated entities
Comprehensive income (loss) attributable to Carlyle Holdings

Comprehensive (income) loss attributable to non-controlling interests in Carlyle

Holdings
Comprehensive income (loss) attributable to The Carlyle Group L.P.
See accompanying notes.

Three Months Nine Months
Ended Ended
September 30, September 30,
2016 2015 2016 2015

$(50.7) $(525.0) $0.7 $547.9

59 156.8 (11.3) (734.8)
0.6 0.7 1.8 1.7

0.4 09 )09 0.1

01  — 0.1 02
70 1566 (8.5 ) (732.8)
(437 ) (3684 ) (7.8 ) (184.9)
— (353 )— 265
462 (1045 ) 710 (263.5)
02 ) 1287 (0.1 ) 2145
23 (3795 ) 63.1 (207.4)
47 2939  (39.2) 175.5

$7.0  $(85.6 ) $23.9 $(31.9)

13
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The Carlyle Group L.P.

Condensed Consolidated Statements of Cash Flows
(Unaudited)

(Dollars in millions)

Cash flows from operating activities

Net income

Adjustments to reconcile net income to net cash flows from operating activities:
Depreciation and amortization

Equity-based compensation

Excess tax benefits related to equity-based compensation

Non-cash performance fees

Other non-cash amounts

Consolidated Funds related:

Realized/unrealized gain on investments of Consolidated Funds
Realized/unrealized (gain) loss from loans payable of Consolidated Funds
Purchases of investments by Consolidated Funds

Proceeds from sale and settlements of investments by Consolidated Funds
Non-cash interest income, net

Change in cash and cash equivalents held at Consolidated Funds
Change in other receivables held at Consolidated Funds

Change in other liabilities held at Consolidated Funds

Investment (income) loss

Purchases of investments

Proceeds from the sale of investments and trading securities
Payments of contingent consideration

Changes in deferred taxes, net

Change in due from affiliates and other receivables

Change in receivables and inventory of a consolidated real estate VIE
Change in deposits and other

Change in other assets of a consolidated real estate VIE

Change in accounts payable, accrued expenses and other liabilities
Change in accrued compensation and benefits

Change in due to affiliates

Change in other liabilities of a consolidated real estate VIE

Change in deferred revenue

Net cash provided by operating activities

Cash flows from investing activities

Change in restricted cash

Purchases of fixed assets, net

Net cash used in investing activities

Cash flows from financing activities

Proceeds from debt obligations

Net payments on loans payable of a consolidated real estate VIE
Net borrowings (payments) on loans payable of Consolidated Funds
Payments of contingent consideration

Nine Months Ended
September 30,

2016 2015
$0.7 $547.9
52.6 281.7
265.8 291.0

— (1.4 )
108.0 601.0
(19.2 ) 41.8
(45.0 ) (770.6 )
43.8 (197.0 )
(1,707.8 ) (7,577.3)
873.9 9,359.9
3.6 ) (3.0 )
622.5 1,670.3
4.8 ) 5.4
(1789 ) (223.0 )
(1242 ) 2.7
(2186 ) (515 )
219.7 371.4
(82.6 ) (17.8 )
3.7 (120 )
2.8 (3.4 )
45.1 495 )
5.0 (9.3 )
33.1 (105 )
71.8 (0.1 )
324 (212.8 )
(22.4 ) 253.5
(1.2 ) 43.9
154.9 1114
127.5 4,442.7
1.8 (2179 )
(13.3 ) (49.8 )
(11.5 ) (267.7 )
20.6 —

(27.3 ) (53.1 )
339.7 400 )
(3.3 ) (8.0 )

14
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Excess tax benefits related to equity-based compensation
Distributions to common unitholders

Distributions to non-controlling interest holders in Carlyle Holdings
Net proceeds from issuance of common units, net of offering costs
Acquisition of non-controlling interests in Carlyle Holdings
Contributions from non-controlling interest holders

Distributions to non-controlling interest holders

Units repurchased

Change in due to/from affiliates financing activities

Change in due to/from affiliates and other receivables of Consolidated Funds
Net cash used in financing activities

Effect of foreign exchange rate changes

Increase in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental non-cash disclosures

Net increase in partners’ capital and accumulated other comprehensive income related to

reallocation of ownership interest in Carlyle Holdings

Initial consolidation of Consolidated Funds

Net asset impact of deconsolidation of Consolidated Funds

Tax effect from acquisition of Carlyle Holdings partnership units:
Deferred tax asset

Deferred tax liability

Tax receivable agreement liability

Total partners’ capital

See accompanying notes.

— 14

(98.5 ) (206.0 )
(3009 ) (7024 )
— 209.9

— (209.9 )
75.3 1,629.9
(87.3 ) (4,325.2)
(53.6 ) —

62.0 4.4

— 341.1 )
(73.3 ) (4,040.1)
9.1 694 )
51.8 65.5
991.5 1,242.0
$1,043.3 $1,307.5
$12.4 $25.4
$— $36.0
$(7,170.2) $(36.0 )
$2.5 $57.9
$— $2.6
$2.2 $49.8
$0.3 $5.5

15
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The Carlyle Group L.P.

Notes to the Condensed Consolidated Financial Statements
(Unaudited)

1. Organization and Basis of Presentation

The Carlyle Group L.P., together with its consolidated subsidiaries (the “Partnership” or “Carlyle”), is one of the world’s
largest global alternative asset management firms that originates, structures and acts as lead equity investor in
management-led buyouts, strategic minority equity investments, equity private placements, consolidations and
buildups, growth capital financings, real estate opportunities, bank loans, high-yield debt, distressed assets, mezzanine
debt and other investment opportunities. The Partnership is a Delaware limited partnership formed on July 18, 2011.
The Partnership is managed and operated by its general partner, Carlyle Group Management L.L.C., which is in turn
wholly-owned and controlled by Carlyle’s founders and other senior Carlyle professionals.

Carlyle provides investment management services to, and has transactions with, various private equity funds, real
estate funds, business development companies, collateralized loan obligations (“CLOs”), hedge funds and other
investment products sponsored by the Partnership for the investment of client assets in the normal course of business.
Carlyle typically serves as the general partner, investment manager or collateral manager, making day-to-day
investment decisions concerning the assets of these products. Carlyle operates its business through four reportable
segments: Corporate Private Equity, Global Market Strategies, Real Assets and Investment Solutions (see Note 17).
Basis of Presentation

The accompanying financial statements include the accounts of the Partnership and its consolidated subsidiaries. In
addition, certain Carlyle-affiliated funds, related co-investment entities, certain CLOs managed by the Partnership
(collectively the “Consolidated Funds”) and a real estate development company (see Note 16) have been consolidated in
the accompanying financial statements pursuant to accounting principles generally accepted in the United States (“U.S.
GAAP”), as described in Note 2. The consolidation of the Consolidated Funds generally has a gross-up effect on assets,
liabilities and cash flows, and has no effect on the net income attributable to the Partnership. The economic ownership
interests of the other investors in the Consolidated Funds are reflected as non-controlling interests in consolidated
entities, partners’ capital appropriated for Consolidated Funds and redeemable non-controlling interests in consolidated
entities in the accompanying condensed consolidated financial statements (see Note 2).

The accompanying condensed consolidated financial statements have been prepared in accordance with U.S. GAAP
for interim financial information. These statements, including notes, have not been audited, exclude some of the
disclosures required for annual financial statements, and should be read in conjunction with the audited consolidated
financial statements included in the Partnership’s Annual Report on Form 10-K for the year ended December 31, 2015
filed with the Securities and Exchange Commission (“SEC”). The operating results presented for interim periods are not
necessarily indicative of the results that may be expected for any other interim period or for the entire year. In the
opinion of management, the condensed consolidated financial statements reflect all adjustments, consisting of normal
recurring accruals, which are necessary for the fair presentation of the financial condition and results of operations for
the interim periods presented.

Unit Repurchase Program

In February 2016, the Board of Directors of the general partner of the Partnership authorized the repurchase of up to
$200 million of common units and/or Carlyle Holdings units. Under this unit repurchase program, units may be
repurchased from time to time in open market transactions, in privately negotiated transactions or otherwise. The
Partnership expects that the majority of repurchases under this program will be done via open market transactions. No
units will be repurchased from the Partnership's executive officers under this program. The timing and actual number
of common units and/or Carlyle Holdings units repurchased will depend on a variety of factors, including legal
requirements, price, and economic and market conditions. This unit repurchase program may be suspended or
discontinued at any time and does not have a specified expiration date. During the nine months ended September 30,
2016, the Partnership paid an aggregate of $53.6 million to repurchase and retire 3,339,300 units with the majority of
repurchases done via open market transactions.

16
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2. Summary of Significant Accounting Policies

Principles of Consolidation

The Partnership consolidates all entities that it controls either through a majority voting interest or as the primary
beneficiary of variable interest entities (“VIEs”). On January 1, 2016, the Partnership adopted ASU 2015-2,
Consolidation (Topic 810): Amendments to the Consolidation Analysis, which provides a revised consolidation model
for all reporting entities to use in evaluating whether to consolidate certain types of legal entities. As a result, the
Partnership deconsolidated the majority of the Partnership's consolidated funds on January 1, 2016. Upon adoption,
the Partnership deconsolidated approximately $23.2 billion in assets and approximately $16.1 billion in liabilities,
and, using the modified retrospective method, recorded a $4.3 billion cumulative effect adjustment to partners' capital
and $2.8 billion to redeemable non-controlling interests in consolidated entities. The adoption of the new
consolidation guidance had no impact on net income (loss) attributable to Carlyle Holdings or to net income (loss)
attributable to the Partnership. Prior period results were not restated upon adoption.

The Partnership evaluates (1) whether it holds a variable interest in an entity, (2) whether the entity is a VIE, and
(3)whether the Partnership's involvement would make it the primary beneficiary. In evaluating whether the
Partnership holds a variable interest, fees (including management fees and performance fees) that are customary and
commensurate with the level of services provided, and where the Partnership does not hold other economic interests in
the entity that would absorb more than an insignificant amount of the expected losses or returns of the entity, are not
considered variable interests. The Partnership considers all economic interests, including indirect interests, to
determine if a fee is considered a variable interest. For the funds the Partnership deconsolidated on January 1, 2016,
the Partnership's fee arrangements were not considered to be variable interests.

For those entities where the Partnership holds a variable interest, the Partnership determines whether each of these
entities qualifies as a VIE and, if so, whether or not the Partnership is the primary beneficiary. The assessment of
whether the entity is a VIE is generally performed qualitatively, which requires judgment. These judgments include:
(a) determining whether the equity investment at risk is sufficient to permit the entity to finance its activities without
additional subordinated financial support, (b) evaluating whether the equity holders, as a group, can make decisions
that have a significant effect on the economic performance of the entity, (c) determining whether two or more parties'
equity interests should be aggregated, and (d) determining whether the equity investors have proportionate voting
rights to their obligations to absorb losses or rights to receive returns from an entity.

For entities that are determined to be VIEs, the Partnership consolidates those entities where it has concluded it is the
primary beneficiary. The primary beneficiary is defined as the variable interest holder with (a) the power to direct the
activities of a VIE that most significantly impact the entity’s economic performance and (b) the obligation to absorb
losses of the entity or the right to receive benefits from the entity that could potentially be significant to the VIE. In
evaluating whether the Partnership is the primary beneficiary, the Partnership evaluates its economic interests in the
entity held either directly or indirectly by the Partnership.

As of September 30, 2016, assets and liabilities of the remaining consolidated VIEs reflected in the condensed
consolidated balance sheets were $3.9 billion and $3.7 billion, respectively. Except to the extent of the consolidated
assets of the VIEs, the holders of the consolidated VIEs’ liabilities generally do not have recourse to the Partnership.
Substantially all of our Consolidated Funds are CLOs, which are VIEs that issue loans payable that are backed by
diversified collateral asset portfolios consisting primarily of loans or structured debt. In exchange for managing the
collateral for the CLOs, the Partnership earns investment management fees, including in some cases subordinated
management fees and contingent incentive fees. In cases where the Partnership consolidates the CLOs (primarily
because of a retained interest that is significant to the CLO), those management fees have been eliminated as
intercompany transactions. As of September 30, 2016, the Partnership held $122.4 million of investments in these
CLOs which represents its maximum risk of loss. The Partnership’s investments in these CLOs are generally
subordinated to other interests in the entities and entitle the Partnership to receive a pro rata portion of the residual
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cash flows, if any, from the entities. Investors in the CLOs have no recourse against the Partnership for any losses
sustained in the CLO structure.

Entities that do not qualify as VIEs are generally assessed for consolidation as voting interest entities. Under the
voting interest entity model, the Partnership consolidates those entities it controls through a majority voting interest.

9
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All significant inter-entity transactions and balances of entities consolidated have been eliminated.
Investments in Unconsolidated Variable Interest Entities

The Partnership holds variable interests in certain VIEs that are not consolidated because the Partnership is not the
primary beneficiary, including its investments in certain CLOs and strategic investment in NGP Management
Company, L.L.C. (“NGP Management” and, together with its affiliates, “NGP”). Refer to Note 5 for information on the
strategic investment in NGP. The Partnership’s involvement with such entities is in the form of direct equity interests
and fee arrangements. The maximum exposure to loss represents the loss of assets recognized by the Partnership
relating to its variable interests in these unconsolidated entities. The assets recognized in the Partnership’s condensed
consolidated balance sheets related to the Partnership’s variable interests in these non-consolidated VIEs and the
Partnership’s maximum exposure to loss relating to unconsolidated VIEs were as follows:

As of

ggptemlﬁgcember

2016 31, 2015

(Dollars in

millions)
Investments $693.4 $ 466.8
Due from affiliates, net 4.1 19.4
Maximum Exposure to Loss $697.5 $ 486.2
Additionally, as of September 30, 2016, the Partnership had $30.9 million and $10.1 million recognized in the
condensed consolidated balance sheet related to performance fee and management fee arrangements, respectively,
related to the unconsolidated VIEs.
Basis of Accounting
The accompanying financial statements are prepared in accordance with U.S. GAAP. Management has determined
that the Partnership’s Funds are investment companies under U.S. GAAP for the purposes of financial reporting. U.S.
GAAP for an investment company requires investments to be recorded at estimated fair value and the unrealized gains
and/or losses in an investment’s fair value are recognized on a current basis in the statements of operations.
Additionally, the Funds do not consolidate their majority-owned and controlled investments (the “Portfolio
Companies”). In the preparation of these condensed consolidated financial statements, the Partnership has retained the
specialized accounting for the Funds.
All of the investments held and notes issued by the Consolidated Funds are presented at their estimated fair values in
the Partnership’s condensed consolidated balance sheets. Interest and other income of the Consolidated Funds as well
as interest expense and other expenses of the Consolidated Funds are included in the Partnership’s condensed
consolidated statements of operations. Prior to January 1, 2016, the excess of the CLO assets over the CLO liabilities
upon consolidation was reflected in the Partnership’s condensed consolidated balance sheets as partners’ capital
appropriated for Consolidated Funds. Net income attributable to the investors in the CLOs was included in net income
(loss) attributable to non-controlling interests in consolidated entities in the condensed consolidated statements of
operations and partners’ capital appropriated for Consolidated Funds in the condensed consolidated balance sheets.
On January 1, 2016, the Partnership adopted ASU 2014-13, Consolidation (Topic 810): Measuring the Financial
Assets and the Financial Liabilities of a Consolidated Collateralized Financing Entity. ASU 2014-13 relates to
reporting entities that elect to measure all eligible financial assets and financial liabilities of a consolidated
collateralized financing entity at fair value. The Partnership's consolidated CLOs are consolidated collateralized
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financing entities for which the Partnership has measured financial assets and financial liabilities at fair value. ASU
2014-13 provides the option for a reporting entity to initially measure both the financial assets and financial liabilities
using the fair value of either the financial assets or financial liabilities, whichever is more observable. In adopting this
guidance on January 1, 2016, the Partnership applied the modified retrospective method by recording a cumulative
effect adjustment to appropriated partners' capital of $2.0 million as of January 1, 2016. As a result of applying this
adoption method, prior periods have not been impacted. The adoption of this guidance did not have an impact on net
income attributable to Carlyle Holdings or to net income attributable to the Partnership.

10
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Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make assumptions
and estimates that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Management’s estimates are based on historical experiences and other factors, including expectations of future events
that management believes to be reasonable under the circumstances. It also requires management to exercise judgment
in the process of applying the Partnership’s accounting policies. Assumptions and estimates regarding the valuation of
investments and their resulting impact on performance fees involve a higher degree of judgment and complexity and
these assumptions and estimates may be significant to the consolidated financial statements and the resulting impact
on performance fees. Actual results could differ from these estimates and such differences could be material.

Business Combinations

The Partnership accounts for business combinations using the acquisition method of accounting, under which the
purchase price of the acquisition is allocated to the assets acquired and liabilities assumed using the fair values
determined by management as of the acquisition date. Contingent consideration obligations that are elements of
consideration transferred are recognized as of the acquisition date as part of the fair value transferred in exchange for
the acquired business. Acquisition-related costs incurred in connection with a business combination are expensed as
incurred.

Revenue Recognition

Fund Management Fees

The Partnership provides management services to funds in which it holds a general partner interest or has a
management agreement. For corporate private equity, certain global market strategies funds and real assets funds,
management fees are calculated based on (a) limited partners’ capital commitments to the funds, (b) limited partners’
remaining capital invested in the funds at cost or at the lower of cost or aggregate remaining fair value, (c) gross
assets, excluding cash and cash equivalents or (d) the net asset value (“NAV”) of certain of the funds, less offsets for the
non-affiliated limited partners’ share of transaction advisory and portfolio fees earned, as defined in the respective
partnership agreements.

Management fees for corporate private equity, closed-end carry funds in the global market strategies segment and real
assets funds generally range from 1% to 2% of commitments during the investment period of the relevant fund.
Following the expiration or termination of the investment period of such funds, the management fees generally
step-down to between 0.2% and 2.0% generally on the lower of cost or fair value of capital invested; however, certain
of the Partnership's managed accounts, as well as longer-dated carry funds, earn management fees at all times on
contributions for unrealized investments or the current value of the investment. The Partnership will receive
management fees for corporate private equity and real assets funds during a specified period of time, which is
generally ten years from the initial closing date, or, in some instances, from the final closing date, but such termination
date may be earlier in certain limited circumstances or later if extended for successive one-year periods, typically up
to a maximum of two years. Depending upon the contracted terms of investment advisory or investment management
and related agreements, these fees are generally called semi-annually in advance and are recognized as earned over the
subsequent six month period.

For certain global market strategies funds, management fees are calculated based on assets under management of the
funds with generally lower fee rates. Hedge funds typically pay management fees quarterly that generally range from
1.25% to 1.55% of NAV per year. Management fees for the business development companies are due quarterly in
arrears at annual rates that range from 0.25% to 1.0% of gross assets, excluding cash and cash equivalents.
Management fees for the CLOs and other structured products typically range from 0.15% to 1.0% on the total par
amount of assets or the aggregate principal amount of the notes in the CLO and are due quarterly or semi-annually
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based on the terms and recognized over the respective period. Management fees for the CLOs/structured products are
governed by indentures and collateral management agreements. The Partnership will receive management fees for the
CLOs until redemption of the securities issued by the CLOs, which is generally five to ten years after issuance.
Open-ended funds typically do not have stated termination dates.

Management fees for the Partnership's private equity and real estate fund of funds vehicles generally range from 0.3%
to 1.0% on the vehicle’s capital commitments during the commitment fee period of the relevant fund or the
weighted-average investment period of the underlying funds. Following the expiration of the commitment fee period
or weighted-average investment period of such funds, the management fees generally range from 0.3% to 1.0% on the
lower of cost or fair value of the capital invested, the net asset value for unrealized investments, or the contributions
for unrealized investments; however,

11
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certain managed accounts earn management fees at all times on contributions for unrealized investments. Management
fees for the Partnership's Investment Solutions segment are generally due quarterly and recognized over the related
quarter.

The Partnership also provides transaction advisory and portfolio advisory services to the portfolio companies, and
where covered by separate contractual agreements, recognizes fees for these services when the service has been
provided and collection is reasonably assured. Fund management fees includes transaction and portfolio advisory fees
of $5.2 million and $4.0 million for the three months ended September 30, 2016 and 2015, respectively, and $37.1
million and $16.4 million for the nine months ended September 30, 2016 and 2015, respectively, net of any offsets as
defined in the respective partnership agreements. Fund management fees exclude the reimbursement of any
partnership expenses paid by the Partnership on behalf of the Carlyle funds pursuant to the limited partnership
agreements, including amounts related to the pursuit of actual, proposed, or unconsummated investments, professional
fees, expenses associated with the acquisition, holding and disposition of investments, and other fund administrative
expenses.

Performance Fees

Performance fees consist principally of the allocation of profits from certain of the funds to which the Partnership is
entitled (commonly known as carried interest). The Partnership is generally entitled to a 20% allocation (or 10% to
20% on certain longer-dated carry funds as well as some external coinvestment vehicles, or approximately 2% to 10%
in the case of most of the Partnership's 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 7% to 9% (or 4% to 7% for certain
longer-dated carry funds) and return of certain fund costs (generally subject to catch-up provisions as set forth in the
fund limited partnership agreement) from its corporate private equity and real assets funds and closed-end carry funds
in the global market strategies segment. Carried interest is recognized upon appreciation of the funds’ investment
values above certain return hurdles set forth in each respective partnership agreement. The Partnership recognizes
revenues attributable to performance fees based upon the amount that would be due pursuant to the fund partnership
agreement at each period end as if the funds were terminated at that date. Accordingly, the amount recognized as
performance fees reflects the Partnership’s share of the gains and losses of the associated funds’ underlying investments
measured at their then-current fair values relative to the fair values as of the end of the prior period. Because of the
inherent uncertainty, these estimated values may differ significantly from the values that would have been used had a
ready market for the investments existed, and it is reasonably possible that the difference could be material.

Carried interest is ultimately realized when: (i) an underlying investment is profitably disposed of, (