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Important Information
This presentation constitutes client reporting, is considered confidential, proprietary and includes trade secret information and is intended solely for the receipt
(“Kentucky Retirement System” or “KRS”) and is not for further distribution or public use. The data and information presented are for informational purposes
only. The information contained herein should be treated in a confidential manner and may not be transmitted, reproduced or used in whole or in part for any
other purpose, nor may it be disclosed without the prior written consent of Prisma Capital Partners LP (“KKR Prisma”) and Kohlberg Kravis Roberts & Co. L.P.
(together with its affiliates, “KKR”). By accepting this material, the Recipient agrees not to distribute or provide this information to any other person. The
information is qualified in its entirety by reference to the Confidential Private Placement Memorandum and Subscription Agreement of Prisma Spectrum Fund Ltd
(the “Fund”), each as amended and/or restated from time to time (the “Fund Documents”).
The interests in the Fund (the “Interests”) have not been approved or disapproved by the U.S. Securities and Exchange Commission (the “SEC”) or by the securities regulatory
authority of any state or of any other jurisdiction. The Interests have not been registered under the U.S. Securities Act of 1933, as amended (the “Securities Act”), the securities
laws of any other state or the securities laws of any other jurisdiction, nor is such registration contemplated. The Fund will not be registered as investment companies under the
Investment Company Act of 1940, as amended (the “1940 Act”). Consequently, the Funds’ shareholders are not afforded the protections of the 1940 Act.
This presentation shall not constitute an offer to sell, the solicitation of any offer to buy or the marketing of, interests (“Interests”) in any KKR Prisma product (each a “customized
solution”), which may only be made at the time a qualified offeree receives a Confidential Private Placement Memorandum describing the offering and related subscription
agreement. Such Interests shall not be offered, sold or marketed in any jurisdiction in which such offer, marketing or sale would be unlawful until the requirements of the laws of
such jurisdiction have been satisfied.
The information in this presentation is only as current as the date indicated, and may be superseded by subsequent market events or for other reasons. Nothing contained herein
constitutes investment, legal, tax, or other advice, nor is it to be relied on in making an investment or other decision. This presentation should not be viewed as a current or past
recommendation or a solicitation of an offer to buy or sell any securities or to adopt any investment strategy.
Prisma Capital Partners LP (“KKR Prisma”) serves as the Fund’s investment adviser. KKR Prisma became an affiliate of KKR in October 2012 when KKR acquired 100% of the direct
and indirect interests of KKR Prisma. KKR Prisma operates as a part of KKR’s public markets business, which includes the asset management activities of KKR Asset Management LLC
(“KAM”). KKR Prisma does not currently intend to invest Fund assets in any investment fund sponsored or managed by KKR, including KAM and its subsidiaries.
The performance presented herein with respect to the Fund reflects the actual net performance of the Fund net of management and performance fees. Performance is based on
returns provided by the underlying managers, which Prisma believes to be reliable, but makes no representations or warranties as to their accuracy or completeness. 2016
performance is estimated. Monthly performance is unaudited. Performance for 2016 is unaudited. Individual returns for each investor will vary because of, among other things, the
timing of such individual’s investment. Allocations to underlying managers may change at any time in Prisma’s discretion.
Past Performance Does Not Guarantee Future Results.
Private funds, such as the Fund, are speculative investments and are not suitable for all investors, nor do they represent a complete investment program. Private funds are available
only to qualified investors who are comfortable with the substantial risks associated with investing in private funds. An investment in a private fund includes the risks inherent in an
investment in securities. There can be no assurance that an investment strategy will be successful.
Investors in a private fund, such as the Fund, may have no right to or a limited right to redeem or transfer their interests in a private fund. No Interests will be listed on an
exchange and it is not expected that there will be a secondary market for any Interests.
The information in this presentation may contain projections or other forward-looking statements regarding future events, targets or expectations regarding the Fund or the
strategies described herein, and is only current as of the date indicated. There is no assurance that such events or targets will be achieved, and may be significantly different from
that shown here. The information in this Presentation, including statements concerning financial market trends, is based on current market conditions, which will fluctuate and may
be superseded by subsequent market events or for other reasons.
General discussions contained within this presentation regarding the market or market conditions represent the view of either the source cited or KKR Prisma. Nothing contained
herein is intended to predict the performance of any investment. There can be no assurance that actual outcomes will match the assumptions or that actual returns will match any
expected returns. The information contained herein is as of September 30, 2016, unless otherwise indicated, is subject to change, and neither KKR Prisma nor KKR assumes any
obligation to update the information herein.
KKR Prisma considers numerous factors in evaluating and selecting portfolio managers, and KKR Prisma may use some or all of the processes described herein when conducting due
diligence on a potential fund or portfolio manager. KKR Prisma recognizes that a fund and/or portfolio manager may not meet all of its selection criteria, and KKR Prisma may, in its
sole discretion, balance these factors or waive any of its selection criteria or due diligence processes as it deems necessary or appropriate.
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Important Information (continued)
Customized solutions are speculative investments and are not suitable for all investors, nor do they represent a complete investment program. Customized solutions are available
only to qualified investors who are comfortable with the substantial risks associated with investing in customized solutions. An investment in a customized solution includes the risks
inherent in an investment in securities. There can be no assurance that an investment strategy will be successful.
Investors in a customized solution may have no right to or a limited right to redeem or transfer their interests in a customized solution. No Interests will be listed on an exchange
and it is not expected that there will be a secondary market for any Interests.
The information in this presentation may contain projections or other forward-looking statements regarding future events, targets or expectations regarding the customized solution,
or the strategies described herein, and is only current as of the date indicated. There is no assurance that such events or targets will be achieved, and may be significantly different
from that shown here.
The information in this presentation, including statements concerning financial market trends, is based on current market conditions, which will fluctuate and may be superseded by
subsequent market events or for other reasons.
With respect to KKR, references to “assets under management” or “AUM” represent the assets as to which KKR is entitled to receive a fee or carried interest. KKR’s calculation of
AUM may differ from the calculations of other asset managers and, as a result, KKR’s measurements of its AUM may not be comparable to similar measures presented by other asset
managers. KKR's definition of AUM is not based on the definitions of AUM that may be set forth in agreements governing the investment funds, vehicles or accounts that it manages
and is not calculated pursuant to any regulatory definitions.
KKR has adopted internal information-sharing policies and procedures which address both (i) the handling of confidential information and (ii) the internal information barrier that
exists between the public and private sides of KKR. Both KKR Prisma and KKR's fixed income, mezzanine, special situations and public equity professionals are on the public side of
KKR, while KKR's private equity professionals and other affiliated business activities are on the private side of KKR. KKR has compliance functions to administer KKR's internal
information-sharing policies and procedures and monitor potential conflicts of interest. Although a customized solutions managed by KKR Prisma may leverage KKR's private side
executives, KKR's internal information-sharing policies and procedures referenced above, as well as certain legal and contractual constraints, could significantly limit their ability to do
so. Accordingly, as a result of such restrictions, the investment activities of KKR's other businesses may differ from, or be inconsistent with, the interests of and activities which are
undertaken for the account of a customized solution, and there can be no assurance that any customized solution will be able to fully leverage the resources and industry expertise of
KKR's other businesses. Additionally, there may be circumstances in which one or more individuals associated with KKR will be precluded from providing services to a customized
solution because of certain confidential information available to those individuals or to other parts of KKR or because of internal policies and procedures.
General discussions contained within this presentation regarding the market or market conditions represent the view of either the source cited or KKR Prisma. Nothing contained
herein is intended to predict the performance of any investment. There can be no assurance that actual outcomes will match the assumptions or that actual returns will match any
expected returns. The information contained herein is as of April 30, 2016, unless otherwise indicated, is subject to change, and neither KKR Prisma nor KKR assumes any obligation
to update the information herein.
KKR Prisma considers numerous factors in evaluating and selecting portfolio managers, and KKR Prisma may use some or all of the processes described herein when conducting due
diligence on a potential fund or portfolio manager. KKR Prisma recognizes that a fund and/or portfolio manager may not meet all of its selection criteria, and KKR Prisma may, in its
sole discretion, balance these factors or waive any of its selection criteria or due diligence processes as it deems necessary or appropriate.
Limitations of Related Performance - The performance shown herein is not the performance of the Fund and is not an indication of how the Fund would have performed in the past or
will perform in the future. The Fund's performance in the future will be different from the performance shown due to factors including, but not limited to, differences in cash flows,
fees, expenses, performance calculation methods, and portfolio sizes and composition. The performance presented reflects the performance of accounts managed by KKR Prisma
utilizing a strategy substantially similar to that which is utilized for the Fund.
Potential loss of investment – No guarantee or representation is made that the investment program used by KKR Prisma will be successful. Customized solutions represent
speculative investments and involve a high degree of risk. An investment in any customized solution should be discretionary capital set aside strictly for speculative purposes.
Investors must have the financial ability, sophistication/experience and willingness to bear the risks of an investment in a customized solution. An investment in a customized solution
is not suitable for all investors. An investor could lose or a substantial portion of his/her/its investment. Only qualified eligible investors may invest in a customized solution. Because
of the nature of the trading activities, the results of a customized solution’s operations may be volatile from month to month and from period to period. Accordingly, investors should
understand that past performance is not indicative of future results. Customized solutions typically represent that their returns have a low correlation to the major market indices.
Investors should be aware that customized solutions may incur losses both when major indices are rising and falling.
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Important Information (continued)
Use of leverage –Customized solutions may utilize leverage and may also invest in forward contracts, options, swaps and over-the-counter derivative instruments, among others.
Like other leveraged investments, trading in these securities may result in losses in excess of the amount invested.
Regulatory risk – No customized solution will be registered under the 1940 Act. As a result, investors will not receive the protections of the 1940 Act afforded to investors in
registered investment companies (i.e. “mutual funds”). The offering documents for customized solutions are not reviewed or approved by federal or state regulators and its privately
placed interests are not federally or state registered. In addition, a customized solution may engage in trading on non-U. S. exchanges and markets. These markets and exchanges
may exercise less regulatory oversight and supervision over transactions and participants in transactions.
Valuations – The net asset value of a customized solution may be determined by its administrator in consultation with KKR Prisma, or based on information from the manager(s) of
the underlying funds. Certain portfolio assets may be illiquid and without a readily ascertainable market value and accuracy of valuations of other managers may be difficult to verify.
Since the value assigned to portfolio securities affects a manager’s or advisor’s compensation, the manager’s or advisor’s involvement in the valuation process creates a potential
conflict of interest.
The value assigned to such securities may differ substantially from the value a customized solution is able to realize. Instances of mispriced portfolios, due to fraud or negligence,
have occurred in the industry.
Fees and expenses – A customized solution may be subject to substantial charges for management, advisory and brokerage fees. It may be necessary for those pools that are
subject to these charges to make substantial trading profits to avoid depletion or exhaustion of their assets. Please refer to the relevant Confidential Placement Memorandum for a
more complete description of risks and a comprehensive description of each expense to be charged to the customized solution.
Reliance on key persons – A customized solution’s manager or advisor has total trading authority over the customized solution and may be subject to various conflicts of interest.
The death, disability or departure of the manager or advisor may have a material effect on a customized solution.
Concentration – A customized solution may use a single advisor or employ a single strategy, which could mean a lack of diversification and higher risk. A fund of funds relies on the
expertise of its underlying managers.
Counterparty and bankruptcy risk – Although KKR Prisma will attempt to limit its transactions to counterparties which are established, well-capitalized and creditworthy, a customized
solution will be subject to the risk of the inability of counterparties to perform with respect to transactions, whether due to insolvency, bankruptcy or other causes, which could
subject a customized solution to substantial losses.
Limited liquidity – Your ability to redeem Interests will be limited and subject to certain restrictions and conditions under the applicable Limited Partner Agreement. No secondary
public market for the sale of the Interests exists, nor is one likely to develop. In addition, your Interests will not be freely transferable.
Tax risks – Investors in customized solutions may be subject to pass-through tax treatment of their investment. Since profits generally will be reinvested in the customized solution
rather than distributed to investors, investors may incur tax liabilities during a year in which they have not received a distribution of any cash from the underlying investments. In
addition, it is likely that the general partner will not be able to prepare its tax returns in time for investors to file their returns without requesting an extension of time to file.
Volatile markets – Market prices are difficult to predict and are influenced by many factors, including: changes in interest rates, weather conditions, government intervention and
changes in national and international political and economic events. Please refer to the relevant Confidential Private Placement Memorandum for a more comprehensive description of
volatility factors.
The above summary is not a complete list of the risks, tax considerations and other important disclosures involved in investing in customized solutions and is subject to the more
complete disclosures in the relevant Confidential Private Placement Memorandum and related Subscription Agreement, which must be reviewed carefully prior to making an
investment.
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Portfolio Review

Absolute Return Allocation Overview

Definition

• Absolute return strategies, by definition, are not necessarily a separate asset
class, but broaden the opportunity set within existing asset classes such as
stocks, bonds, currencies and commodities by going long and short, employing
derivatives and leverage, and shortening and extending investment horizons,
amongst others

Purpose of the
Portfolio

• Identify strategies that seek to provide both favorable stand-alone riskadjusted returns as well as provide the benefit of diversification for the overall
plan

KRS Investment
Guidelines

Key Differentiator

• Achieve a rate of return that exceeds the appropriate benchmark (HFRI
Diversified Fund of Fund Composite) annually net of all investment
management fees, with similar risk relative to the benchmark
• For periods greater than five years or a full market cycle, achieve a rate of
return that exceeds the appropriate long-term objective (1-year Treasury Bill
rate + 500 basis points)

• A focus on absolute returns, largely uncorrelated to systematic market factors,
such as equities or credit

Source: KRS Absolute Return Review & Agenda – February 2014
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Fiscal Year 2016 Review: Assets
Table 2: Manager Summaries
Fund of Funds

Direct Hedge Funds
Pension
($000)

Insurance
($000)

Pension
($000)

System
($000)

Insurance
($000)

Coatue

$15,922

$5,310

$21,232

KKR Prisma

$521,229

$216,600

$737,829

Davidson Kempner*

$30,831

$10,280

$41,111

BAAM

$289,127

$113,930

$403,057

DSAM+*

$14,959

$4,990

$19,949

PAAMCO

$14,756

$3,980

$18,736

Glenview*

$12,821

$4,270

$17,091

Fund of Funds Total

$825,112

$334,510

$1,159,622

HBK Fund II

$31,049

$10,350

$41,399

Jana Partners Qualified*

$13,338

$4,450

$17,788

Knighthead Domestic

$14,014

$4,670

$18,684

$1,090,168

$422,870

$1,513,038

LibreMax Partners

$15,107

$5,040

$20,147

LiquidAlts H2O *

$10,873

$3,620

$14,493

Luxor Capital Partners

$10,113

$3,370

$13,483

Myriad Opportunities*

$26,636

$8,880

$35,516

Pine River

$14,520

$4,840

$19,360

QMS*

$15,222

$5,070

$20,292

Scopia PX LLC

$14,216

$4,740

$18,956

Tourbillon*

$25,435

$8,480

$33,915

$265,056

$88,360

$353,416

Direct Hedge Funds Total

Absolute Return Total
(Directs + FoFs)

 Direct allocations represented ~25% of KRS’
total absolute return portfolio as of June 30,
2016
 Allocations to Fund of Funds were
consolidated in an effort to increase
efficiency and provide cost savings

Note: Data as of June 30, 2016. *Manager added in Fiscal Year 2016. Direct Hedge Fund data based on best available information. Fund
of Funds data based on best available information provided by KRS. Source: KRS Monthly Performance Update – July 2016 retrieved
from www.kyret.gov on October 25, 2016.
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System
($000)

Fiscal Year 2016 Review: Performance
Table 3: Performance Summaries (Net of Fees)*
KRS Absolute
Return Portfolio

HFRI
Diversified FoF

Relative
Performance

Fiscal YTD
KRS Pension
KRS Insurance

-4.98%
-4.91%

KRS Pension vs. Benchmark
5%

-4.87%
-4.87%

-0.11%
-0.04%

KRS Pension
HFRI Diversified FoF

4%

3%

3-Year Annualized Performance
KRS Pension

2.72%

2.03%

0.69%

KRS Insurance

2.76%

2.03%

0.73%

2%

1%

Since Inception Annualized Performance
KRS Pension

4.23%

2.35%

1.88%

KRS Insurance

4.22%

2.35%

1.87%

0%
Since Inception
Return

Note: Fiscal YTD performance has been calculated from July 2015 – June 2016. Since Inception performance has been calculated from
September 2011 – June 2016. Volatility has been calculated based on the standard deviation of returns, annualized since the inception
of the portfolio. Data is based on best available information provided by KRS. Past performance does not guarantee future
results. *Source: KRS Monthly Performance Update retrieved from www.kyret.gov on October 25, 2016.
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Since Inception
Volatility

The KRS-KKR Prisma Partnership

Value-Added Services
Cost Savings
• Cost efficiency is a key aspect of this partnership
o KKR Prisma is focused on negotiating fees with underlying managers and passing the savings along to KRS
o As KKR Prisma helped KRS build out their direct program, the need for multiple providers was minimized,
potentially resulting in a fund of hedge funds fee reduction of over 50% or ~$8.4M*

Extensive Resources
• Seasoned team of absolute return specialists have conducted full due diligence (Investment, Risk, and
Operations)
• Presented a complete review of the KRS Absolute Return Portfolio at KRS’ Annual Board Meeting
• Conducted quarterly manager review calls with legacy managers
• Collaborated with Albourne on manager selection and due diligence
• Facilitated regular contact with KKR Prisma investment professionals, including a local presence in Kentucky

Risk Transparency
• Our risk team has conducted comprehensive risk analysis including:
o Risk due diligence and risk reporting at both the KRS portfolio- and manager-levels
o RiskMetrics onboarding of all managers (both legacy and new positions) for improved analytics
o Risk education for the KRS Investment Committee
o Developing a customized risk report for KRS’ public website
Note: Please see important information regarding the risks associated with investing in Absolute Return Strategies. For illustrative purposes only.
*Assumes a program size of $1,600M. Calculated based on actual FoFs fees; incentive fees include an assumed return of 5%.
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Appendix

Endnotes
Indices
The risk/return profile of the indices is materially different from that of a KKR Prisma account, and an investment in a KKR Prisma account is not comparable to an investment in
the securities that comprise the indices. Investments of the KKR Prisma account may be illiquid, making at times, fair market valuation impossible or impracticable. As a result,
valuation of the KKR Prisma account may be volatile, reducing the utility of comparison to any index whose underlying securities are priced according to market value, such as the
indices. Investors should be aware that KKR Prisma accounts may incur losses both when major indices are rising and when they are falling.
The HFRI Fund of Funds Diversified Index includes FOFs classified as 'Diversified.‘ These FoFs typically exhibit one or more of the following characteristics: invests in a variety
of strategies among multiple managers; historical annual return and/or a standard deviation generally similar to the HFRI Fund of Fund Composite index; demonstrates generally
close performance and returns distribution correlation to the HFRI Fund of Fund Composite Index. A fund in the HFRI FOF Diversified Index tends to show minimal loss in down
markets while achieving superior returns in up markets. For more information please visit www.hedgeindex.com.
Unless otherwise indicated, all performance data is as of June 30, 2016 and was retrieved on October 25, 2016.
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KKR Prisma
9 West 57th Street, Suite 2600
New York, NY 10019
Phone: (212) 590-0800
Fax: (212) 590-0810
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Prisma Capital Management International LLP
100 Pall Mall,
London, SW1Y 5NQ
Phone: +44 (0) 20 7318 1650
Fax: +44 (0) 20 7318 1651

