
AP Alternative Assets, L.P. Q4 & Year End 2009 Results Presentation – March 4, 2010 

It should not be assumed that investments made in the future will be profitable or will equal the performance of investments in this document. 
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Net Asset Value at December 31, 2009
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NAV per  unit at December 31, 2009 was $13.65, up 56% from December 31, 2008

Note: Past performance is not indicative of future results.

$1,975 $(648)

$(2) $1,325

Private Equity: $908

Capital Markets: $590

Cash: $389
Debt: $(650)

Other: $2

Other Opportunistic Inv: $88
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Ongoing Execution of AAA’s Deleveraging Strategy

1.  As of March 2, 2010.
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� Since September 30, 2009, AAA has reduced its outstanding debt by $287.5mm or 32%

– On October 13, 2009, in exchange for a $225 million debt repayment, AAA (or one of its affiliates) obtained the right to 
purchase its debt in the future at a discount to par value

– As of March 2, 2010, AAA had repurchased an additional $62.5mm of face value debt for $53.1mm (15% discount to 
par value)
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Proactive Management of AAA’s Capital Structure

(1) Current debt and cash amounts as of March 2, 2010; Total NAV as of December 31, 2009.

(2) Based upon fair value of investment and exchange rate as of January 31, 2010.

AAA’s Current Net Debt is Only 13% of Total NAV1

($ millions)

4

Apollo Expertise

AAA’s Sources of Cash

AAA’s Uses of Cash

� Sold Huntsman debt in 2010 for approx. $48mm (cost of $31mm)

� Remaining investments liquidated opportunistically over time

Private Equity Co-Investments

European Principal Finance Fund
� Current remaining commitment from AAA of approximately $195mm2

� EPF’s investments generate cash flow for AAA, which provides partial 
source of funding for future commitments

Other Opportunistic Investment
� AAA board approval for investment of up to $120mm in an affiliate of 

Athene Life Re Ltd; $98mm funded to date

Strategic Value Fund

� Expect to begin receiving cash in the second quarter of 2010

� Fund’s leverage substantially repaid

� Approx. $145mm expected to be liquidated; >25% in cash at AIE 
today2

AP Investment Europe

� $65mm currently in liquidating shares2

� Approximately $60mm remains in Asia Opportunity Fund2

� No additional redemptions from main Asia fund expected

Asia Opportunity Fund

� Remaining position held in liquidating shares (approx. $180mm)2

� No additional impact on main Strategic Value Fund going forward
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Goals for AP Alternatives Assets

Strategically Managing AAA’s 
Investment Portfolio and Capital 

Structure

• Increase value of AAA’s assets

• Reduce debt outstanding

• Term out remaining debt 
maturing in 2012 with longer 
dated capital structure

Ultimate Goal

• Compound AAA’s NAV
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Apollo Has a Unique Point of View

� Integrated platform

� Library of knowledge

� Industry expertise

� Flexible investment mandate

� Long history of investing across multiple cycles

These attr ibutes inform Apollo’s market perspective, enable it to identify compelling oppor tunities and dr ive the firm’s 
ability to generate successful returns
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Apollo’s Integrated Platform

Integrated Platform Opportunities

EnvironmentEnvironment

Private EquityPrivate Equity

Capital MarketsCapital Markets

Real EstateReal Estate

CommoditiesCommodities

Idiosyncratic / Deleveraging 
Distressed

Corporate Carve outs
Traditional

Idiosyncratic / Deleveraging 
Distressed

Corporate Carve outs
Traditional

Bank loans
Mezzanine 
Distressed

Bank loans
Mezzanine 
Distressed

Commercial Mortgages
Residential Mortgages

Equity

Commercial Mortgages
Residential Mortgages

Equity

Asset Divestitures
Joint Venture

Corporate/Take Private

Asset Divestitures
Joint Venture

Corporate/Take Private



9

What Are We Seeing in Capital Markets?

High Yield Pr ices

� Refinancing “bubble” of 2012–2015 (approx. $800 billion of lev loans and HY outstanding) – pending wall of maturities will 
continue to stress balance sheets and require additional financing outlets

� Current trend of “amend and extend” will continue and maintain technical supply

� The recent opening of the credit markets has helped to alleviatenear term liquidity issues but has only marginally helped to 
address the issue of overleveraged balance sheets

� Many traditional lenders remain hesitant to underwrite debt for leveraged transactions, creating a demand for new market 
entrants

� Emergence of strategic acquisitions with high cost of capital being absorbed by low cost of capital companies 

� Prolonged period of higher than average default rates will generate extended cycle of distressed opportunities – fulcrum 
securities are lower in the capital structure than in prior cycles

Market Insight

Levered Loans Pr ices 
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What Are We Seeing in Real Estate?

Residential – Existing Home Sales (% y/o/y growth)Commercial – Vacancy Rates by Sector
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CRE fundamentals typically lag the economy 
by 18-24 months

Source: Trepp, Giliberto-Levy, Federal Reserve, FDIC and other sources that AGRE believed to be reliable; report dated May 2009

� After more than four years into the housing downturn, many measures 
of housing activity seemed to trough in late 2009

– Transaction volume increased on a year-over-year basis in Q4 for 
the first time since the beginning of 2006

– Volume increased 6% in Q3 and 27% in Q4 aided by the home 
buyers tax credit, among other factors

– Pace of price decline moderated significantly throughout year with 
price decline of only 4% in Q4

� 2010 outlook remains uncertain – inventory remains high, homebuyer 
tax credit expires on June 30th and mortgage rates should increase as 
the year progresses

– Primary drivers, especially in back half of 2010, will be the key 
economic indicators (i.e. unemployment, GDP, consumer 
confidence)

Market Insight – Residential 

� Commercial property values are off 40+/-% from 2007 due to lower 
occupancy/rentals and rising capitalization rates

� Refinancing “bubble” of 2010-2012 (over $1 trillion) – much of these are 
underwater and need to go through a “cleansing process” in order to re-
equitize

� Challenge of recapitalizing loans maturing is being deferred, not resolved 
through “amend and extend”

� New CRE mortgage loan originations are running at a fraction (15-20%) of 
the prior decade’s average new origination volume ($200-$300 bn/yr).  

� Traditional providers of capital have exited the business or have decreased 
lending, creating a demand for new market entrants

� Debt maturities, increasing bank reserves, and a stabilizing economy are 
expected to lead to increased property transactions in 2010 – 2012

� The new paradigm for CRE market – 2007 was debt ROI for equity risk 
while 2010 is equity ROI for debt risk

Market Insight – Commercial 
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What Are We Seeing in Commodities?

BRIC demand as a % of global demand continues to r ise2

� Global supply shortages and robust demand from emerging markets continue to place upward pressure on commodity prices, 
presenting some very attractive opportunities to invest in high-quality, producing assets

� In developed public equity markets, commodities sectors represent a substantial portion (~20%) of the total market capitalizations 
(S&P, TSX, FTSE)

� Global demand for commodities continues to expand, with outsized growth coming from the developing markets as they seek more 
food, fuel and infrastructure

� As of YE 2009, global commodity fund AUM was $257.1 billion, up 57% from YE 2008 levels of $163.7 billion

� Global investment required in energy infrastructure alone will total ~$22 trillion through 20303

Market Insight

2009 Pr ice Per formance – Strong rally across commodities1

1) Datastream, CRU, AME, Brook Hunt, Metal Bulletin
2) WBMS, Brook Hunt, AME, JM, Reuters
3) IEA



12

Chemicals: Metric Tons Sold

Gaming: Revenue for LV Strip (YoY % change)

Industr ials: Order Rates (YoY % change)

Cruise: Forward Booking Window(1)
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Current Market Environment: Private Equity

� We have seen positive trends in the underlying business fundamentals in several of our portfolio companies throughout the second half of 
2009

(1) Represents quarterly average customer booking window (average length of time between booking and sailing)
(2) Excludes Auto

Retail: U.S. Retail Sales(2) (YoY % Change)
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Sources: Portfolio company management; Las Vegas Convention and Visitors Authority; US Government data.  Investment examples selected on non-performance criteria.
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Overview of AAA’s Private Equity Portfolio

AAA Pr ivate Equity Por tfolio by Strategy Type (1)

Distressed 
Buyout

9%

Corporate Partner 
Buyout

11%

Debt Investments
26%

Classic Buyout
54%

(1) Based on fair value as of December 31, 2009.
(2) Primarily represents Debt Investment Vehicles, which includes investments in Apollo Fund VI BC, L.P., Apollo ALS Holdings, L.P., Autumnleaf, L.P., Broadleaf, L.P., Huntsman Corporation 7% Convertible Senior 

Notes due 2018, LeverageSource, L.P. and RCIV Holdings, L.P.

AAA Pr ivate Equity Por tfolio by Industry Sector  (1)

Other (2) 

26%

Packaging & 
Materials

 12%

Distribution & 
Transportation

5% Consumer & Retail 
10%

Media, Cable & 
Leisure
 34%

Financial & 
Business Services 

2%

Manufacturing & 
Industrial

9%

Chemicals 2%
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AAA’s Largest Private Equity Investments

15

(1) AAA invests its capital through, and is the sole limited partner of, AAA Investments, L.P. (the “ Investment Partnership” ), which has made co-investments alongside Apollo Investment Fund VI., L.P. and its 
parallel investment vehicles (collectively, “ Apollo Investment Fund VI” ) and Apollo Investment Fund VII, L.P. and its parallel investment vehicles (collectively, “ Apollo Investment Fund VII” ).  The table 
above includes details on each of the Investment Partnership’s investments that represent more than 5% of the Investment Partnership’s net asset value as of December 31, 2009. “ All Others” represents the 
combined cost and fair value of all other private equity co-investments made by the Investment Partnership alongside Apollo Investment Funds VI and VII.  

(2) Represents original cost paid for the investment.
(3) Represents original cost of the investment less all cash payments received from the investment including returns of capital, realized gains/losses, dividend income, interest income, and capitalized interest.
(4) Represents original cost of the investment less returns of capital, sales of holdings, permanent impairments, and capitalized interest.
(5) Adjusted to facilitate comparability for purchases and returns of capital during the quarter ended December 31, 2009.  The adjustments were $(49.6)mm for the debt investment vehicles, $39.9mmfor AP 

Charter Holdings, L.P., and $(1.7)mm for all others.  In addition, $8.0mm was reclassified from the debt investment vehicles to AP Charter Holdings, L.P.

47.983.045.145.145.1 AP Charter Holdings L.P.

Co-investments alongside Apollo Investment Funds VI  &  VI I  (1)

As of 9/30/09As of 12/31/09

Adjusted Fair  
Value(5)Fair  Value 

GAAP   
Cost(4)

Net Invested 
Capital(3)

Or iginal                     
Cost(2)

$873.5

369.9

90.1

148.0

$217.6

$1,446.6

707.8

89.2 

165.6

$438.9

$1,115.6  

555.7

37.5 

165.6

$311.7

Total

All Others

Rexnord Corporation

Harrah’s Entertainment

Debt Investment Vehicles

$1,110.2

587.8 

37.5

165.6

$274.2

$907.8

380.3

82.7

126.0

$235.8

($ in millions)
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Recent Portfolio Company Highlights

Apollo Expertise

� Reduced debt by €139 million through a debt exchange, and increased liquidity with a 
new $210m bond 

� Launched a well-received cash tender for its second lien notes due 2014, to be funded by 
new notes with an expected maturity of 2018 

� Considering possible near-term IPO, depending on the public markets remaining 
receptive

� Continued acquisition strategy - purchased Pliant Corporation and SuperfosPackaging

� Acquired Planet Hollywood - purchased for $100 million from company balance sheet

� Competed $1.0 billion bond deal (significantly outperformed original $700 million 
target)

� Achieved an Amendment that extended $951 million of the Term Loan until 2015

� Led out-of-court financial restructuring

� Eliminated all $173 million Second Lien Debt outstanding (annual interest savings of 
more than $10 million) and raised $56 million of new capital

� AAA, together with Fund VI, sold senior convertible notes

� AAA and Fund VI received total proceeds of approximately $400 million, including 
accrued interest, which represents a 1.6x multiple of invested capital and approximately 
$150 million of profit

Investments selected on non-performance criteria.  



17

1. Overview of AAA’s NAV and Capital Structure

2. Market Environment

3. Private Equity Portfolio Update

4. Capital Markets Por tfolio Update

5. Other Opportunistic Investment Update

6. Summary of Q4 & Year-End 2009 Financial Results

Agenda



18

Returns for AAA’s Capital Markets Portfolio (1)

Strategic Value Fund (SVF) 2

(1) Does not include AAA’s investment in Apollo European Principal Finance Fund, L.P. (EPF) due to private equity type structure of the fund. 
(2) FY 2008 returns for SVF; FY2009  returns for liquidating shares of SVF.
(3) Reflects a blended return for AOF for the entire portfolio due to holdings in liquidating shares and primary fund.
Note: Past performance is not indicative of future results.

% Return

Asia Oppor tunity Fund (AOF) 3AP Investment Europe (AIE)
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47.8% 41.9%
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� AAA’s capital markets portfolio continued its strong performance during the fourth quarter of 2009, resulting in 
solid gains across all funds for the year

% Return
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19.5%
16.2%
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Overview of AAA’s Capital Markets Portfolio

19

134.6135.5339.5332.3339.5AP Investment Europe Limited

Capital Markets Investments

As of 9/30/09As of 12/31/09

Adjusted Fair  
Value(4)Fair  Value 

GAAP   
Cost(3)

Net Invested 
Capital(2)

Or iginal                     
Cost(1)

$566.4

111.8         

144.8

$175.2

$1,214.7 

107.2       

218.0

$550.0 

$751.5  

103.1        

164.8

$144.1 

Total

Apollo European Principal 
Finance Fund (5)

Apollo Asia Opportunity Fund

Apollo Strategic Value Fund

$790.8  

103.1        

168.7

$186.7

$589.9

111.2         

158.6

$184.6

($ in millions)

(1) Represents original cost paid for the investment.  
(2) Represents original cost paid for the investment, less all cash payments received from the investment including returns of capital, dividend income, interest income, foreign currency gains/losses, and 

capitalized interest.
(3) Represents original cost of the investment less returns of capital, realized losses on redemptions, and capitalized interest.
(4) Adjusted to facilitate comparability for returns of capital and purchases during the quarter ended December 31, 2009.  The adjustments were $(5.5)mm for Apollo Strategic Value Fund, $(31.1)mm for Apollo 

Asia Opportunity Fund, and $(8.8)mm for Apollo European Principal Finance Fund.
(5) The Apollo European Principal Finance Fund is reflected net of any proceeds received from the fund that are recallable.
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Overview of AtheneLife Re Ltd.

� Founded in July 2009, Athene is a Bermuda-based fixed annuity reinsurance company and 
opportunistic investment in the dislocated life insurance sector

� Atheneseeks to capitalize on favorable market conditions in the fixed annuity market

- Current upheaval in financial markets has increased the demand for guaranteed savings products 
by retail investors

- Life insurers have withdrawn from the fixed annuity market and are looking to offload blocks of 
existing liabilities

- Carriers constrained by their capital positions seek a partner to expand their market share

- Demographics point to dramatically increased need for tax-efficient savings vehicles to support 
aging baby-boomers

� Reinsurance provides stable, long-term funding (8-10 years) 

– Funding costs for regulated institutions are lower, but the asset book must be of relatively high 
quality (A/AA)

� Athene is able to lock-in today’s historically high spreads for 8-10 years (the life of the liabilities)

– Although competitive to bank CD pricing, fixed annuities still only provide 3-4% crediting rates 
to policy-holders, while Athene will be able to invest the assets at 6-8% yields
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Overview of AtheneLife Re Ltd. (cont’d)

22

Other  Oppor tunistic Investments

As of 9/30/09As of 12/31/09

Adjusted Fair  
Value(4)Fair  Value 

GAAP   
Cost(3)

Net Invested 
Capital(2)

Or iginal                     
Cost(1)

$95.0$98.0        $98.0        
Other Opportunistic Investments 
– Apollo Life Re Ltd $98.0       $87.9

($ in millions)

(1) Represents original cost paid for the investment.  
(2) Represents original cost paid for the investment, less all cash payments received from the investment including returns of capital, dividend income, interest income, foreign currency gains/losses, and 

capitalized interest.
(3) Represents original cost of the investment less returns of capital, realized losses on redemptions, and capitalized interest.
(4) Adjusted to facilitate comparability for returns of capital and purchases during the quarter ended December 31, 2009.  The adjustment was $62.2mm for Apollo Life Re Ltd.

� Athene’sValue Proposition

- Athene Life Re seeks to establish long-lasting partnerships with select clients
- Product development and pricing to enter new distribution channels or product lines
- Asset/liability management
- Investment management and advice
- Risk management

� Athene’s team is composed of long-time insurance veterans (e.g., the former President of SunAmericaand 
CIO of AIG Retirement Services) who have managed similar businesses successfully in the past

� Apollo is assisting Athene’smanagement team in its asset allocation and investment strategy, in particular 
with alternative and higher-yielding assets

� Athenehas over $950 million in AUM at March 1, 2010, and over $100 million in capital and surplus at 

December 31, 2009 
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Overview of Apollo’s Valuation Processes

� Private Equity Valuation Committee and Capital Markets Valuation Sub-Committee
– Apollo’s Managing Partners deliberately do no participate on either committee

� Processes incorporate third party oversight by independent valuation firms and auditors

� Maintain detailed and current support for each investment

� Processes ensure vetting of key value factors where applicable, notably:

– Rates of return and terminal growth rates

– Market multiples (e.g. market comparables, discounts applied, offers to acquire)

– Management’s projections (e.g. supportable adjustments)

– Recent company / industry performance

� Processes allow for consistency in application of valuation approach/methodology across all 
investments

Apollo has robust valuation processes in place for  its pr ivate equity and capital markets 
investments, which include the following key elements:
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The Valuation Process is facilitated by the Finance Valuation Team:

Summary of Private Equity Valuation Process

� Audit review of all 
Apollo Investments

� FAS 157 Analysis

� Review Deal Team 
Memos

� Deal Team 
Presentations

� Review Quarterly 
Summary Reports

� Discuss with Deal 
Team

� Review all Write-ups

� Write-ups for 
Illiquid Investments

� Exchange Prices and 
Broker Quotes for 
Liquid Investments 

AGM Valuation 
Committee

Audit FirmAGM Valuation 
Committee

Finance Valuation Team 
&  Third Party 

Valuation Firms

PE Deal Team / 
Operations Pr icing 

Team

Determine 
Initial

Fair  Value

Review 
Valuation 

Results

Analyze and 
Review

Fair  Value

Discuss
Process and

Results

Determine
Final

Fair  Value

Upon Determination of Final Fair Value

The Finance Valuation Team serves as the primary 
resource for valuation information across Apollo for:

� Internal & Regulatory Reporting

� Marketing

� Legal

� Investors

Upon Determination of Final Fair Value

The Finance Valuation Team serves as the primary 
resource for valuation information across Apollo for:

� Internal & Regulatory Reporting

� Marketing

� Legal

� Investors
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The Valuation Process is facilitated by the Finance Valuation Team:

Summary of Capital Markets Valuation Process

� Citco Finalizes 
NAV

Administrator

� Audit review of all 
Apollo Investments

� FAS 157 Analysis

� Review Deal Team 
Memos

� Review 3rd Party 
Valuation Reports 
Team Presentations

� Review Summary 
Reports for Liquid 
Investments

� Discuss with Deal 
Team

� Review all Write-ups

� Calculate and 
Determine Fair Value

� Write-ups for 
Illiquid Investments

� Exchange Prices 
and Broker Quotes 
for Liquid 
Investments 

ACM Sub-Valuation 
Committee

Audit FirmACM Sub-Valuation 
Committee

Finance Valuation 
Team &  Third Par ty 

Valuation Firms

PE Deal Team / 
Operations Pr icing 

Team

Determine 
Initial

Fair  Value

Review 
Valuation 

Results

Analyze and 
Determine
Fair  Value

Discuss
Process and

Results

Determine
Final

Fair  Value

Upon Determination of Final Fair Value

The Finance Valuation Team serves as the primary 
resource for valuation information across Apollo for:

� Internal & Regulatory Reporting

� Marketing

� Legal

� Investors

Upon Determination of Final Fair Value

The Finance Valuation Team serves as the primary 
resource for valuation information across Apollo for:

� Internal & Regulatory Reporting

� Marketing

� Legal

� Investors

Finalize NAV
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Private Equity Valuation Methodology

Comparable company & 
industry multiples, 29%

Discounted cash flows, 
25%

Other, 2%

Publicly traded, 1%

Broker quotes on 
underlying assets of 
investment vehicles, 

29%

Multiple methods used 
for fair value, 14%

Pr ivate Equity Co-Investment Valuation Method (1)

(1) Based on fair value as of December 31, 2009.

� At December 31, 2009, AAA’s portfolio of private equity investments was valued based on the 
methodologies below
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Q4 2009 NAV Performance

$ in millions.
Note: Figures as of December 31, 2009.  The past performance of Apollo’s funds is intended to be illustrative of Apollo’s investing experience and not indicative of future results.
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(0.7)Apollo European Principal Finance Fund

13.8Apollo Asia Opportunity Fund

0.9AP Investment Europe Limited
9.3Apollo Strategic Value Fund

$34.3Private Equity

$1.8
$0.9
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FY 2009 NAV Performance

$ in millions.
Note: Figures as of December 31, 2009.  The past performance of Apollo’s funds is intended to be illustrative of Apollo’s investing experience and not indicative of future results.
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Legal Disclaimer

The attached document does not constitute an offer to sell, or the solicitation of an offer to buy, any security, product, service or fund 
sponsored by Apollo, for which an offer can be made only by such fund©sConfidential Private Placement Memorandum. This presentation is 
for informational purposes only and is qualified in its entirety by the applicable Private Placement Memorandum. Unless otherwise noted, 
information included herein is presented as of the dates indicated and may differ from the terms and provisions respecting an investment in an 
individual Apollo Fund which will be more fully set forth in applicable materials and corresponding (limited) partnership agreements of such 
Fund or such other applicable constituent governing documentation. 

Information contained herein may include information respecting prior investment performance of one or more Apollo funds including gross 
and net returns. Information respecting prior performance, whilea useful tool in evaluating an Apollo fund’s investment activities, is not 
necessarily indicative of actual results to be achieved for unrealized investments, the realization of which is dependent upon many factors, 
many of which are beyond the control of Apollo Management. Further, there can be no assurance that the indicated valuations for unrealized 
investments accurately reflect the amounts for which the subject investments could be sold. Unless otherwise noted, all such return amounts 
described herein are calculated as of the dates indicated. Gross returns are computed prior to management fees, carried interest and expenses; 
net returns give effect to management fees, carried interest and expenses. Gross and net returns are based on actual cash flows to and from the 
indicated Apollo fund in accordance with the applicable provisions within the governing documents of the Apollo funds. Gross returns 
represent the monthly trading profit and loss over the beginning monthly Gross Assets for the fund (net assets + accrued performance fees + 
deferred performance fee payable, if applicable) from the beginning of the period presented through the end of the period presented and is 
calculated using the returns that have been geometrically linked based on capital contributions and withdrawals, as applicable. Net returns 
represent the calculated return that is based on the fund’s month-to-month change in net assets from the beginning of the period through 
through the end of the period and is calculated using the returns that have been geometrically linked based on capital contributions and 
withdrawals, as applicable.

Certain information contained herein may be “ forward-looking” in nature. Due to various risks and uncertainties, actual events or results or 
the actual performance of an Apollo Fund may differ materially from those reflected or contemplated in such forward-looking information. As 
such, undue reliance should not be placed on such information. Similarly, it is noted that references to EBITDA in the attached presentation 
should not be construed as a substitute for income from operations, net income or cash flow from operating activities (as determined 
accordance with GAAP) for the purpose of analyzing operating performance, financial position and cash flows. To the extent applicable, 
reference is made to the subject portfolio company’s publicly available reports and filings with the Securities and Exchange Commission. We 
further note that nothing in the presentations herein shall be deemed to constitute an offer for sale of limited partner interests in any Apollo 
sponsored investment fund, whether an existing or contemplated fund; offers and sales of any such interests shall only be made by a definitive 
Confidential Private Placement Memorandum and in compliance with applicable law.

Neither Apollo nor any of its affiliates have made any representation or warranty, expressed or implied, with respect to fairness, correctness, 
accuracy, reasonableness, or completeness of any of the information contained herein (including or not limited to information obtained from 
third parties unrelated to Apollo), and they expressly disclaim any responsibility or liability. Neither Apollo nor any of its affiliates have any 
responsibility to update any of the information provided in this summary document.


