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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS: This report contains
“forward-looking statements” as defined under the U.S. federal securities laws. Generally, the words “believe,”
“expect,” “i anticipate,” “project,” “will” and similar expressions identify forward-looking

o ” LI}

intend,” “estimate,
statements, which generally are not historical in nature. Forward-looking statements are subject to certain risks and
uncertainties that could cause actual results to materially differ from the Company’s historical experience and its
present expectations or projections indicated in any forward-looking statements. These risks include, but are not
limited to, changes in economic and political conditions; regulatory and legal changes; MLP industry risk; leverage
risk; valuation risk; interest rate risk; tax risk; and other risks discussed in the Company’s filings with the SEC. You
should not place undue reliance on forward-looking statements, which speak only as of the date they are made. The
Company undertakes no obligation to update or revise any forward-looking statements made herein. There is no
assurance that the Company’s investment objectives will be attained.



KAYNE ANDERSON MLP INVESTMENT COMPANY
SCHEDULE OF INVESTMENTS
AUGUST 31, 2009
(amounts in 000’s, except number of option contracts)

(UNAUDITED)
No. of
Description Shares/Units Value
Long-Term Investments — 146.0%
Equity Investments(a) — 141.4%
Midstream MLP(b) — 91.6%

Boardwalk Pipeling Partners, LP ........cccccoviiiiiiiiiniiieie e 369 $ 8,648
BUCKEYE PartNers, L.P. ..ot 736 34,555
Copano Energy, L.L.C. ..ottt 3,370 52,329
CrossteX ENErgy, L.P.(C)..ccivieeieieiere s ettt sttt nne 3,084 12,088
DCP Midstream Partners, LP..........cocviiiiiiiiecsesesese e 618 13,842
Duncan Energy Partners L.P. ........cccoeiiiiie e 262 4,758
El Paso Pipeline Partners, L.P. ... 538 10,456
Enbridge Energy Partners, L.P.(d) ...c.cccooeveiiiieiicecce e 1,214 52,040
Energy Transfer Partners, L.P..........ccccoi i 1,812 73,459
Enterprise Products Partners L.P. ... 3,829 103,379
EXterran Partners, L.P. ... 905 14,142
GIODAl PArNEIS LP .....coviviiciecieice ettt 1,376 30,356
Holly Energy Partners, L.P. ... 278 10,184
Magellan Midstream Partners, L.P. ......ccccoiiiiiieieiesere e 957 34,664
MarkWest Energy Partners, L.P. .....cccoioiiiiie e 2,733 56,468
Martin Midstream Partners L.P. ... 341 8,182
ONEOK Partners, L.P.(d) ...ocovcoeeeeeeieiesc et 632 31,661
Plains All American Pipeling, L.P.(8)....c.ccccvviviiieierieieie e, 2,876 136,455
QUICKSIIVEr Gas SEIVICES LP .....covciiiiiisi et ene 248 3,643
Regency Energy Partners LP ... 2,858 46,521
Spectra Energy Partners, LP ..o 297 6,881
Targa ResoUrces Partners LP ... e 242 4,093
TC PIPELINES, Pttt sttt sttt sa et e 836 30,521
TEPPCO Partners, L.P. ....ccoiiieiie ettt 183 6,039
TransMontaigne Partners L.P. ..o 233 6,273
WeStern Gas Partners, LP ...t 815 13,735
WIillIAMS PArNErs L.P. ..ottt sbae s 1,565 31,066
Williams Pipeling Partners L.P. ..o e 548 10,121
846,559

Propane MLP — 9.7%
INEIGY, L.P. ettt bbb e 3,216 89,668

Shipping MLP — 6.1%
Capital Product Partners L.P. ........ccooioiiii e 785 6,207
K-Sea Transportation Partners L.P. ... 582 11,157
Navios Maritime Partners L.P. ....c.oooviiiiiiiiiice ettt 472 5,521
OSG AMENICA L.P. oot e 624 5,225
Teekay LNG Partners L.P. ..ot 907 20,817
Teekay Offshore Partners L.P. .......cccoocviivviviiniecce s 534 7,511
56,438

See accompanying notes to financial statements.
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KAYNE ANDERSON MLP INVESTMENT COMPANY
SCHEDULE OF INVESTMENTS
AUGUST 31, 2009
(amounts in 000’s, except number of option contracts)
(UNAUDITED)

Description
Coal MLP — 0.5%

Alliance Resource Partners, L.P. ........coiiiiiiiieeee e
Clearwater Natural Resources, LP — Unregistered(C)(f)(Q) .....coovrererernierenrennnn.
Penn Virginia Resource Partners, L.P. .......cccccooviiiieiiiie s

Upstream MLP — 0.3%
Legacy RESEIVES LP ..ottt

MLP Affiliates(b) — 12.3%
Enbridge Energy Management, L.L.C.(1) ..c.coovvererniniiiinesenecseecse e
Kinder Morgan Management, LLC(A)(1) ...vcovevereereierirese e

General Partner MLP(b) — 20.3%
Alliance Holdings GP L.P. ...coviiciieeee e
CNR GP Holdco, LLC — Unregistered(C)(f)(@) ().« erererrereremienerieeneinenieennen,
Energy Transfer EQUItY, L.P. ...
Enterprise GP HOIAINGS L.P. ..o
LaLcT o Y To] [0 1T oo TS TSP
Magellan Midstream Holdings, L.P. ......cccccoiiiiiiiiiie e

Other MLP — 0.6%
Calumet Specialty Products Partners, L.P. .......cccceoieriiinii v
Total Equity Investments (Cost — $1,152,730).......cccceervrrenneereniereseeenens

See accompanying notes to financial statements.
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No. of
Shares/Units Value

87 $ 2,870
(h) —
87 1,292
4,162
206 3,165
625 26,312
1,844 87,282
113,594
629 12,742
N/A —
2,490 66,949
1,243 34,796
67 2,940
3,224 70,188
187,615
373 5,283
1,306,484



KAYNE ANDERSON MLP INVESTMENT COMPANY

SCHEDULE OF INVESTMENTS

AUGUST 31, 2009

(amounts in 000’s, except number of option contracts)

(UNAUDITED)

Interest Maturity Principal
Description Rate Date Amount Value
Energy Debt Investments — 4.6%
Coal MLP — 0.6%
Clearwater Natural Resources, LP(C)(F)(Q).c.cccevververereruenne. (K) 12/3/09 $13,601 $ 6,120
Midstream MLP — 2.0%
El Paso COrporation..........cceeeveeeerieneseseese s 7.75% 1/15/32 5,000 4,452
MarkWest Energy Partners, L.P. .....c.ccccoervineinieneiciens 8.75 4/15/18 6,149 5,842
MarkWest Energy Partners, L.P. ..o, 6.88 11/1/14 3,500 3,185
Regency Energy Partners LP... ........cccovviniiiiinicicnenee, 9.38 6/1/16 5,000 5,000
18,479
Upstream MLP(b) — 2.0%
Atlas Energy Resources, LLC .....cccooevvveveivnnnc e, 12.13 8/1/17 9,000 9,495
Atlas Energy Resources, LLC ........cccocevvvenernieneieneeen, 10.75 2/1/18 8,747 8,834
18,329
Total Energy Debt Investments (Cost — $46,472) 42,928
Total Long-Term Investments (Cost — $1,199,202) 1,349,412
Short-Term Investment — 0.2%
Repurchase Agreement — 0.2%
J.P. Morgan Securities Inc. (Agreement dated 8/31/09 to be
repurchased at $1,700), collateralized by $1,750 in
U.S. Treasury note (Cost — $1,700) .....cccevvvvrererernieniennns 0.12 9/1/09 1,700
Total Investments — 146.2% (Cost — $1,200,902) ......coeererieririneiennene s

See accompanying notes to financial statements.
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(UNAUDITED)
No. of
Description Contracts Value
Liabilities
Option Contracts Written(c)
Midstream MLP
Enbridge Energy Partners, L.P., call option expiring 9/19/09 @ $40.00................... 500 $  (137)
Enbridge Energy Partners, L.P., call option expiring 9/19/09 @ $45.00................... 500 (10)
ONEOK Partners, L.P., call option expiring 9/19/09 @ $50.00..........ccccevvivrerinenns 1,000 (85)
Total Call Option Contracts Written (Premiums Received — $231) .........c.ccc..... (232)
SeNIOr UNSECUNEA NOTES .....ccueiiiiiiieciieie ettt sttt sttt sttt sre bt (304,000)
Unrealized Depreciation on Interest Rate Swap Contracts ............ccoccvvveverenninninnne. (1,536)
=AY {01 V7T o O =T [ I (2,000)
=) (=1 o o I - VS (19,330)
Other LIADIITIES .....ccvcviviiiiciciicc e (28,276)
Total Liabilities ......ccoooooiieiicecc e (355,374)
OTNEE ASSEES .ottt ettt ettt bbbttt 3,337
Total Liabilities in Excess of Other ASSELS ........cccceveieniiie i (352,037)
Preferred Stock at Redemption ValUe ..o (75,000)
Net Assets Applicable to Common Stockholders ..o, $ 924,075

(@)
(b)
(©)
(d)

(e)
(f)
(s))

(h)

@)

(k)

KAYNE ANDERSON MLP INVESTMENT COMPANY
SCHEDULE OF INVESTMENTS
AUGUST 31, 2009
(amounts in 000’s, except number of option contracts)

Unless otherwise noted, equity investments are common units/common shares.
Includes Limited Liability Companies.

Security is non-income producing.

Security or a portion thereof is segregated as collateral on option contracts written or interest rate swap

contracts.

The Company believes that it is an affiliate of Plains All American, L.P. (See Note 5— Agreements and

Affiliations).

Fair valued securities, restricted from public sale (See Notes 2, 3 and 7).

Clearwater Natural Resources, LP is a privately-held MLP that the Company believes is a controlled affiliate.
On January 7, 2009, Clearwater Natural Resources, LP (“Clearwater”) filed a voluntary petition under

Chapter 11 of the U.S. Bankruptcy Code.

The Company owns 3,889 common units, 34 warrants (which expire on September 30, 2018) and 41
unregistered, deferred participation units of Clearwater which were assigned no value as of August 31, 2009.

Distributions are paid-in-kind.

CNR GP Holdco, LLC is the general partner of Clearwater. The Company owns 83.7% of CNR GP Holdco,

LLC and believes it is a controlled affiliate (See Note 5 — Agreements and Affiliations).

Floating rate unsecured working capital term loan. Interest is paid-in-kind at a rate of the higher of (i) one year
LIBOR or (ii) 4.75%, plus 900 basis points (13.75% as of August 31, 2009). As described in Note 2(i), the

Company is not accruing interest on this investment.

See accompanying notes to financial statements.
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KAYNE ANDERSON MLP INVESTMENT COMPANY
STATEMENT OF ASSETS AND LIABILITIES
AUGUST 31, 2009
(amounts in 000’s, except share and per share amounts)

(UNAUDITED)
ASSETS
Investments at fair value:
Non-affiliated (CoSt — $1,026,924)........ccociiiiieiiieict et sa et sae e ereanen, $1,206,837
AFFIlIated (COSt — $84,645) .. .ooeeeieiisieie sttt sttt nne e en 136,455
Controlled (COSt — B87,633) ...veiveieeeeieieiese ettt e e e et ae s reaaeere e e es e saenaenreaneereenea, 6,120
Repurchase agreement (COSt — $1,700) ....vciviiieiiierieeseiee ettt sbe et sbe et seerennens 1,700
Total investments (COSt — $1,200,902) .......cueurururrrieiriniririririsieiee ettt beb b rerene. 1,351,112
DEPOSItS WItN DIOKEIS ... ettt sb e et be et nne s 78
Receivable TOr SECUTLIES SOIU ......iiiiieiie et sb e et ere e 320
Interest, dividends and distributions receivable ... 641
INCOME tAX FECEIVANIE ...ttt e re e s be e s be e ste e eesaeesbeesbeebeeneen, 63
Deferred debt issuance COSts and OtNET, NEL ........c.viviiiiiicce e, 2,235
L] 7= AN £ PSPPSR 1,354,449
LIABILITIES
Payable for SECUTItIeS PUICNASEM .........coiiiieiieiieiie ettt sbe e sne s 19,658
REVOIVING CrEdit HNE ....oviiciiieiec ettt r bbb sr e b nne s 2,000
Investment management fee Payable ... 4,251
Accrued directors’ fEES aNd EXPENSES .....civeiierieiie ettt bbbttt bbbt r et 53
Call option contracts written (Premiums received — $231) ....cccoviiiiiiiniiieieee e, 232
Accrued expenses and other HADITITIES .........ccov i 4,314
Unrealized depreciation on interest rate SWap CONTACTS ........cooirveirerieiininiee s 1,536
Deferred taX Hability ........c.ci i bbb et 19,330
SENIOT UNSECUIEA NOTES .....viviieiietiite ettt ettt bbb s bt s bt n et et n b e ten e ne e, 304,000
TOtAl LIADIITTIES ..evieeiiieiee bbbttt sttt 355,374
PREFERRED STOCK

$25,000 liquidation value per share applicable to 3,000 outstanding shares (10,000 shares authorized) . 75,000
NET ASSETS APPLICABLE TO COMMON STOCKHOLDERS ......cccccoiiierinnere e $ 924,075

NET ASSETS APPLICABLE TO COMMON STOCKHOLDERS CONSIST OF
Common stock, $0.001 par value (51,294,195 shares issued and outstanding, 199,990,000 shares

AUENOTIZEA) ...t bbb et b et bt b e bbbttt ettt $ 51
Vo R I o - | PRSS 903,842
Accumulated net investment loss, net of income taxes, 1ess dividends ............cccoriernniiinncinnien (115,589)
Accumulated realized gains on investments and interest rate swap contracts, net of income taxes ...... 43,931
Net unrealized gains on investments and interest rate swap contracts, net of income taxes ................... 91,840

NET ASSETS APPLICABLE TO COMMON STOCKHOLDERS ......ccocoeiiiiiinieiicensee e $ 924,075
NET ASSET VALUE PER COMMON SHARE ......cootiiiiiiiinstet ittt $18.02

See accompanying notes to financial statements.
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KAYNE ANDERSON MLP INVESTMENT COMPANY
STATEMENT OF OPERATIONS
FOR THE NINE MONTHS ENDED AUGUST 31, 2009
(amounts in 000°’s)
(UNAUDITED)

INVESTMENT INCOME
Income
Dividends and distributions:

NON-Affiliated INVESIMENTS .....cveiiviiie ittt b e b e et e et esraesres
ATFIALEA INVESIMENTS L.oviiiiic et be e e be e b e e beerbesrbesbeesbees
Total dividends and diStriDULIONS ..........coiviiiiiiiiii e e
[T (U o) =1 o] | - | S
Net dividends and diStrIDULIONS .........ccooiiiiiiiic e bbb

Interest

NON-affiliated INVESIMENTS ...eoiviiiiiece et be e e re e s abe e snreesaras
(00T a1 (0] 1 [=To I 0)Y/=TSY 00 T=T ] <SR

JLI0] =L [ (=] (1) AU
Total INVESIMENT INCOME ...oiveiiceiii ittt et be e st e s be e s be e sabe e sabeesatessrbeesntee e

Expenses

INVesStMeNnt ManagemMENT FEES .........ooiiiiiiieieee bbb bbb
0] (=TI (0 T LN (=SSR
WA [T s o i =TSO
IS0 = g Lo OO PR TP
RepOorts t0 SLOCKNOIABIS ......c.voiiiiiie e e e st
[ ] (=T oa (o] £ TSR
(@R D 13 (0o [T T I =TT OSSR
[ Lo 0 ] o AN 01T TS
OFNEE EXPENSES ....vvitiseeteettre ettt ittt b bbb bbbt b bbbt b e bbbt bbb b e st et b st
Total Expenses — Before Interest EXpense and TaXeS .......cccocevviirereienennieneniee e,
INEEIESE BXPEINSE ..ttt r bbbt r b b er et
Total EXPEnses — BefOre TaAXES ......coviiiiiiiie ettt et
Net Investment LOSS — BEfOre TAXES ....cccviveierieeiiiise sttt ste e e e enae e
Deferred tax DENETIL .......oii e
NET INVESTMENT LLOSS ...eoiiiiiiiiiiie ettt ettt et e e e nbe e e nbneennee e e

REALIZED AND UNREALIZED GAINS/(LOSSES)
Net Realized Losses

LY TS1 1 0T o £ PSSR PR
OPLIONS .ttt bbb bbb bbb Rt bbb r e
Payments on interest rate SWaP CONFACES ..........oivierieireieiirieieie sttt
DEfErred taX DENETIL ....oieeecie e e e e s e e sbr e e s tb e e sar e e sbeeenree e

NEL REAIIZEA LLOSSES ..veevviiitieeitie ettt ettt ettt ettt stee e st e e sae e e st e e sbee e sbbeesbeeesbeeesbaeesbeeesbreesaras

Net Change in Unrealized Gains/(Losses)

INVESTIMIENTS ...ttt b ettt ab e e a e e e bt e bt e s bt e s b e ebe e sb e e sbeeabe e b e saeeebeenbeanneans
(@] 0] To] SO SRR PSPPI
INEErest rate SWAP COMIIACES ......oiuiiiiiiiiiie ettt ettt sttt ettt b e sbe b e sar e bt e nbeanbeans
DEFErred tAX BXPENSE ...iiveeeieiiiiteite st sttt e e et et e te st e testeate e e e b e see st e tesbesteateesse e et e seesbestesteeneeseeneeses
Net Change in UNrealized GaiNS ..........cccoovieieiineiese et e e st sre e e e e e e s te e sresresneens
Net Realized and UNrealized GaiNS ........cccoocvveiiiiiieieiese e

NET INCREASE IN NET ASSETS RESULTING FROM OPERATIONS ...
DISTRIBUTION TO PREFERRED STOCKHOLDERS .........cooiiiiiiieineeene e

NET INCREASE IN NET ASSETS APPLICABLE TO COMMON STOCKHOLDERS

RESULTING FROM OPERATIONS ..ot

See accompanying notes to financial statements.

7

$ 65481

7,773

73,254

(65,385)

7,869

1,176
932
2,108

9,977

11,060
909
407
176
156
147
127
779
834

14,595

13,586

28,181

(18,204)
6,735

(11,469)

(24,759)
(1,841)

(14,070)
15,048

(25,622)

371,684
598
7,341

(140,460)

239,163

213,541

202,072
(451)

_$ 201621



KAYNE ANDERSON MLP INVESTMENT COMPANY

STATEMENT OF CHANGES IN NET ASSETS APPLICABLE TO COMMON STOCKHOLDERS

(amounts in 000’s, except share amounts)

For the Nine For the Fiscal
Months Ended Year Ended
August 31, 2009 November 30,
(Unaudited) 2008
OPERATIONS
Net investment 0SS, Net OF taX ..........cccocviiiniiniicnini e, $ (11469) $ (31,676)
Net realized losses, net Of taX ..o, (25,622) (628)
Net change in unrealized gains/(10sses), Net Of taX ........ccccccvevvineiiiniineen, 239,163 (549,121)
Net Increase/(Decrease) in Net Assets Resulting from Operations ............... 202,072 (581,425)
DIVIDENDS/DISTRIBUTIONS TO PREFERRED STOCKHOLDERS
DIVIGENUS ..ottt — —
Distributions — return of capital ..., (451) @ (4,176) @
Dividends/Distributions to Preferred Stockholders ... (451) (4,176)
DIVIDENDS/DISTRIBUTIONS TO COMMON STOCKHOLDERS
DIVIGENUS ..o — —
Distributions — return of CAPItAl .........rvvveeersrmrrrrrreeesssnnreeeseeesssesseesssssesssssn, (64,965) (86,757) @
Dividends/Distributions to Common Stockholders ... (64,965) (86,757)
CAPITAL STOCK TRANSACTIONS
Proceeds from common stock public offerings of 6,223,700 shares of common
SEOCK ..t 126,030 —
Underwriting discounts and offering expenses associated with the issuance of
COMMON STOCK. ...vviiiitiici et (5,524) —
Issuance of 894,309 and 950,637 shares of common stock from reinvestment of
distributions, reSPECLIVEIY .......ccoveiiiieie e, 15,757 23,484
Net Increase in Net Assets Applicable to Common Stockholders from
Capital Stock TranSaCtioNS..........ccovveiiireieisee e 136,263 23,484
Total Increase/(Decrease) in Net Assets Applicable to Common
StOCKNOIETS ... 272,919 (648,874)
NET ASSETS ATTRIBUTABLE TO COMMON STOCKHOLDERS
Beginning Of PEriOd ..o 651,156 1,300,030
ENG OF PEIOT ..ot $ 924,075 $ 651,156

(1) This is an estimate of the characterization of the distributions paid to preferred stockholders and common
stockholders for the nine months ended August 31, 2009 as either a dividend (ordinary income) or distribution
(return of capital). This estimate is based on the Company’s operating results during the period. The actual
characterization of the preferred stock and common stock distributions made during the current year will not be
determinable until after the end of the fiscal year when the Company can determine earnings and profits and,

therefore, it may differ from the preliminary estimates.

(2) All distributions paid to preferred stockholders and common stockholders for the fiscal year ended November
30, 2008 were characterized as distributions (return of capital). This characterization is based on the Company’s

earnings and profits.

See accompanying notes to financial statements.
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KAYNE ANDERSON MLP INVESTMENT COMPANY
STATEMENT OF CASH FLOWS
FOR THE NINE MONTHS ENDED AUGUST 31, 2009
(amounts in 000°’s)
(UNAUDITED)

CASH FLOWS FROM OPERATING ACTIVITIES
Net increase in net assets resulting from OPEratioNs ...........cooe v
Adjustments to reconcile net increase in net assets resulting from operations to net cash used in
operating activities:
NEt deferred TAX EXPENSE .....oiviiieiieeieirte ettt bbb bbb bbbt b e bbb n e
Return of capital diStriDULIONS .......ocviiiec e e
INEL TEAIIZEA TOSSES ....viveviieiiitiiet ettt bbbttt bttt e et n et e st e e
Unrealized gains on investments, interest rate swap contracts and options written .............ccccceeeeeenee.
Accretion 0f BONA AISCOUNT, NEL ......oiviiiiie ettt e re e st e e sare e st e e sreeesrae s
PUIChase OF INVESIMENTS ......oiiiiiiiiii bbbt bbb e
Proceeds from sale Of INVESIMENTS .......oiiiiiiiici bbb
Proceeds from sale of short-term iNVEStMENLS, NEL ..ot
Sale Of OPLiON CONIACTS, NEL ...oviiiiiiieieee ettt e et neesre e e
Decrease in deposits With DIOKEIS ........viviiiiicc et nns
Decrease in receivable for SECUMLIES SOI .....cviiiiiiiieiie e
Decrease in inCome tax reCRIVADIE ........ccoiiiiii e
Decrease in interest, dividend and distributions receivable ...
Decrease in deferred debt issuance costs and OtNEN ..........ccvviiiiiiiini e
Increase in payable for SECUritieS PUIChASEA .........cvcviiiiiiice e
Decrease in investment management fee payable ...
Increase in aCCrued dirECIOIS” TEES .....iiiiiie ittt sttt sbe st sre s
Decrease in accrued expenses and other liabilities ..........ccoovvviiiiieicie e
Net Cash Used in Operating ACHVILIES ........ccccceiieiiiieii ettt sre e
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of shares of COMMON SLOCK, NEL........cciiiiiiiie ettt re e sabe e srre e sare s
Proceeds from reVoIVING Credit lINE .........cvcveie st
Cash distributions paid to preferred stoCKNOIAEIS .........cccvcveiiiiiii e
Cash distributions paid to common StOCKNOIAETS ..........coiiiiiiiiiii e
Net Cash Provided by Financing ACHIVITIES .......ccocoriiiiiiiieee e
NET CHANGE IN CASH ...ttt et b e s bbbt s b sa s b et seenennenen
CASH — BEGINNING OF PERIOD ..ottt st
CASH — END OF PERIOD ....coiiiiiiiiiiiist sttt ettt bttt

Supplemental disclosure of cash flow information:

$ 202,072

118,677
65,385
40,670

(379,623)
(201)
(444,269)

272,082

25,968
5,373
2,237
2,199

669

41

469

19,629
(377)

1
(3,849)

(72,847)

120,506
2,000
(451)
(49,208)

72,847

Non-cash financing activities not included herein consist of reinvestment of distributions of $15,757 pursuant to the

Company’s dividend reinvestment plan.

During the nine months ended August 31, 2009, the Company received a federal income tax refund of $665 and

interest paid was $17,101.

See accompanying notes to financial statements.
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KAYNE ANDERSON MLP INVESTMENT COMPANY
FINANCIAL HIGHLIGHTS
(amounts in 000’s, except share and per share amounts)

Per Share of Common Stock®
Net asset value, beginning of period ..o

Net investment incOme/(10SS) .........ccvvereeerncrrinrrirennes

Net realized and unrealized gain/(loss) on
investments, securities sold short, options and
interest rate swap contracts .....

Total income from investment operations .................

Preferred Stockholder Dividends  ...........cccccco.

Preferred Stockholder Distributions — return of
CAPIAl @ oo

Total dividends and distributions — Preferred
StOCKNOIAETS ..o

Common Stockholder Dividends ® ..........................

Common Stockholder Distributions — return of
CAPIAl @ oo

Total dividends and distributions — Common
StOCKNOIAETS ..o

Underwriting discounts and offering costs on the
issuance of preferred StOCK ........o..vvvrvvvrerresnrenneenns
Anti-dilutive effect due to issuance of common
stock, net of underwriting discounts and offering
COSES ourrerrarerasresseeses st sst s
Anti-dilutive effect due to shares issued in
reinvestment of dividends .........cocccnvenrcrinncnnnne
Total capital stock transactions ..........ccveerneerneeennens
Net asset value, end of period
Market value per share of common stock, end of period

Total investment return based on common stock market
value®

Supplemental Data and Ratios™
Net assets applicable to common stockholders, end of
PEHIOU oo s
Ratio of Expenses to Average Net Assets®
Management fees
Other expenses

SUDLOLAL ..o

Interest expense and auction agent fees ...........coueuenee

Bad debt expense

Income tax expense/(DENEFit) ........coevvrerrrrnrrernrirnrirnns
TOtal EXPENSES....euvverrerrrieeiertsseiseeersesieeisesiees

Ratio of net investment income/(loss) to average net
BASSELS ..evvverersanesee ettt
Net increase/(decrease) in net assets to common
stockholders resulting from operations to average
net assets .....
Portfolio turnover rate ..
Average net assets
Senior Notes outstanding, end of period .........ccccccuceneeen.
Revolving credit facility outstanding, end of period .......

See accompanying notes to financial statements.
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For the Nine For the Period
Months Ended September 28,
August 31, 2004 through
2009 For the Fiscal Year Ended November 30, November 30,
(Unaudited) 2008 2007 2006 2005 2004
$14.74 $30.08 $28.99 $25.07 $23.91 $23.70 @
(0.25) (0.73) (0.73) (0.62) (0.17) 0.02

4.83 (12.56) 358 6.39 2.80 0.19

458 (13.29) 2.85 5.77 2.63 0.21

— — (0.10) — (0.05) —

(0.01) (0.10) — (0.10) — —

(0.01) (0.10) (0.10) (0.10) (0.05) —

— — (0.09) — (0.13) —

(1.46) (1.99) (1.84) (1.75) (1.37) —
(1.46) (1.99) (1.93) (1.75) (1.50) —
— — — — (0.03) -

0.12 — 0.26 — 0.11 —

0.05 0.04 0.01 — — —

0.17 0.04 0.27 — 0.08 —
$18.02 $14.74 $30.08 $28.99 $25.07 $23.91
$20.35 $13.37 $28.27 $31.39 $24.33 $24.90

65.1% (48.8)% (4.4)% 37.9% % 3.7% (0.4)%®
924,075 $ 651,156 $1,300,030 $1,103392 $ 932090 $ 792836

2.1% 2.2% 2.3% 3.2% 1.2% 0.8%

0.5 03 0.2 0.2 03 0.4

2.6% 2.5% 2.5% 3.4% 1.5% 1.2%

25 34 23 17 08 0.0

0.1 — — — — —

222 (29.7) 35 13.8 6.4 35
27.4% (23.8)% 8.3% 18.9% 8.7% 4.7%
1% (2.8)% (2.3)% (2.4)% 0.7)% 0.5%
28.3%° (51.2)% 7.3% 21.7% 10.0% 0.9% ©
26.2%® 6.7% 10.6% 10.0% 25.6% 11.8% ©
712,923 $1,143,192 $1302,425 $ 986908 $ 870,672 $ 729,280
304,000 $ 304000 $ 505000 $ 320,000 $ 260,000 —
2,000 — $ 97000 $ 17,000 — —



KAYNE ANDERSON MLP INVESTMENT COMPANY
FINANCIAL HIGHLIGHTS
(amounts in 000’s, except share and per share amounts)

For the Nine For the Period
Months Ended September 28,
August 31, 2004 through
2009 For the Fiscal Year Ended November 30, November 30,
(Unaudited) 2008 2007 2006 2005 2004
Supplemental Data and Ratios - continued™
Auction Rate Preferred Stock, end of period .................. $ 75,000 $ 75000 $ 75000 $ 75000 $ 75,000 —
Asset coverage of total debt — Debt Incurrence Test® .. 426.5% 338.9% 328.4% 449.7% 487.3% —
Asset coverage of total leverage (Debt and Preferred
SEOCK)™® oo 342.5% 271.8% 292.0% 367.8% 378.2% —
Average amount of borrowings outstanding per share of
common stock during the period® .............ccccoccceenn. $ 671 $ 1152 $ 1214 $ 853 $ 557 —

(1) Commencement of operations.

()

)

(4)

()

(6)
()

Based on average shares of common stock outstanding of 45,378,268; 43,671,666; 41,134,949; 37,638,314,
34,077,731 and 33,165,900 for the nine months ended August 31, 2009; fiscal years ended November 30, 2008
through 2005 and the period September 28, 2004 through November 30, 2004.

Initial public offering price of $25.00 per share less underwriting discounts of $1.25 per share and offering
costs of $0.05 per share.

The information presented for the nine months ended August 31, 2009 is an estimate of the characterization of
the distribution paid and is based on the Company’s operating results during the period. The information
presented for each other period is a characterization of a portion of the total distributions paid to preferred
stockholders and common stockholders as either a dividend (ordinary income) or a distribution (return of
capital) and is based on the Company’s earnings and profits.

Total investment return is calculated assuming a purchase of common stock at the market price on the first day
and a sale at the current market price on the last day of the period reported. The calculation also assumed
reinvestment of distributions at actual prices pursuant to the Company’s dividend reinvestment plan.

Not annualized.

Unless otherwise noted, ratios are annualized for periods of less than one full year.

(8) The following table sets forth the components of the Company’s ratio of expenses to average total assets for
each period presented in the Company’s Financial Highlights.

For the Nine For the Period

Months Ended September 28,

August 31, 2004Y through

2009 For the Fiscal Year Ended November 30, November 30,

(Unaudited) 2008 2007 2006 2005 2004

Management TEES.......ccuivvvrvreeeririreee e 1.3% 1.4 % 1.4% 20% 0.9 % 0.7%
Other EXPENSES .....vveieeiecieiereie et 0.3 0.2 0.2 0.2 0.3 0.4

SUBLOtAl ..o 16% 16 % 1.6% 22% 12 % 1.1%
Interest expense and auction agent fees.................. 15 21 13 11 0.6 0.0
Bad debt expense 0.1 — — — — —
Income tax expense/(benefit) ..........coovvveecniinnnnn. 13.7 (18.5) 2.2 8.9 5.0 3.3

Total expenses 16.9% (14.8)% 5.1% 12.2% 6.8 % 4.4%
Average total aSSELS......ccovrvrreeiiririreeieririseeeeeens $1,156,449 $1,841,311  $2,105,217 $1,520,322  $1,137,399 $ 778,899

See accompanying notes to financial statements.
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©)

(10)

KAYNE ANDERSON MLP INVESTMENT COMPANY
FINANCIAL HIGHLIGHTS
(amounts in 000’s, except share and per share amounts)

Calculated pursuant to section 18(a)(1)(A) of the 1940 Act. Represents the value of total assets less all
liabilities not represented by senior notes or any other senior securities representing indebtedness divided by
the aggregate amount of senior notes and any other senior securities representing indebtedness. Under the 1940
Act, the Company may not incur additional indebtedness if, at the time of such incurrence, asset coverage with
respect to senior securities representing indebtedness would be less than 300%. For purposes of this test the
revolving credit facility is considered a senior security representing indebtedness.

Calculated pursuant to section 18(a)(2)(A) and section 18(a)(2)(B) of the 1940 Act. Represents the value of
total assets less all liabilities not represented by senior notes, any other senior securities representing
indebtedness, and auction rate preferred stock divided by the aggregate amount of senior notes, any other
senior securities representing indebtedness and auction rate preferred stock. Under the 1940 Act, the Company
may not declare or make any distribution on its common stock nor can it incur additional preferred stock if at
the time of such declaration or incurrence its asset coverage with respect to all senior securities would be les
than 200%. For purposes of this test, the revolving credit facility is considered a senior security representing
indebtedness.

See accompanying notes to financial statements.
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KAYNE ANDERSON MLP INVESTMENT COMPANY
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2009
(amounts in 000’s, except option contracts, share and per share amounts)
(UNAUDITED)

1. Organization

Kayne Anderson MLP Investment Company (the “Company”) was organized as a Maryland corporation on
June 4, 2004, and is a non-diversified closed-end management investment company registered under the Investment
Company Act of 1940, as amended (the “1940 Act”). The Company’s investment objective is to obtain a high after-
tax total return by investing at least 85% of its net assets plus any borrowings (“total assets”) in energy-related
master limited partnerships and their affiliates (collectively, “MLPs”), and in other companies that, as their principal
business, operate assets used in the gathering, transporting, processing, storing, refining, distributing, mining or
marketing of natural gas, natural gas liquids (including propane), crude oil, refined petroleum products or coal
(collectively with MLPs, “Midstream Energy Companies™). The Company commenced operations on September 28,
2004. The Company’s shares of common stock are listed on the New York Stock Exchange, Inc. (“NYSE”) under
the symbol “KYN.”

2. Significant Accounting Policies

A. Use of Estimates — The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America (“GAAP”) requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenue and expenses during the period. Actual
results could differ materially from those estimates.

B. Adoption of New Accounting Pronouncements — In May 2009, the Financial Accounting Standards Board
(“FASB”) issued FASB Statement No. 165 (“SFAS No. 165”), “Subsequent Events.” The Company has adopted
SFAS No. 165 with these financial statements.

SFAS No. 165 requires the Company to recognize in the financial statements the effects of all subsequent
events that provide additional evidence about conditions that existed at the date of the Statement of Assets and
Liabilities. For non-recognized subsequent events that must be disclosed to keep the financial statements from being
misleading, the Company will be required to disclose the nature of the event as well as an estimate of its financial
effect, or a statement that such an estimate cannot be made. In addition, SFAS No. 165 requires the Company to
disclose the date through which the subsequent events have been evaluated. Management has evaluated any matters
requiring such disclosure through the date when such financial statements were issued and has noted no such events.
Subsequent events after such date have not been evaluated with respect to the impact on such financial statements.

In June 2009, the FASB issued Statement on Financial Accounting Standards No. 168, “The FASB
Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting Principles, a replacement
of FASB Statement No. 162” (“SFAS No. 168”). SFAS No. 168 will become the source of authoritative U.S.
generally accepted accounting principles (“GAAP”) required by the FASB to be applied to nongovernmental
entities. SFAS No. 168 reorganizes thousands of GAAP pronouncements into roughly 90 accounting topics and
displays them using a consistent structure. Also included is relevant Securities and Exchange Commission guidance
organized using the same topical structure in separate sections. SFAS No. 168 will be effective for financial
statements issued for reporting periods that end after September 15, 2009 and will supersede all then-existing non-
SEC accounting and reporting standards. This statement will have an impact on the Company’s financial statements
since all future references to authoritative accounting literature will be references in accordance with SFAS No. 168.
The Company will adopt SFAS No. 168 for the quarter ending November 30, 2009. The Company is currently
evaluating the effect on its financial statement disclosures since all future references to authoritative accounting
literature will be references in accordance with the Codification. As SFAS No. 168 is not intended to change or alter
existing GAAP, it is not expected to have any impact on the Company’s financial statements and will only impact
references for accounting guidance.
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KAYNE ANDERSON MLP INVESTMENT COMPANY
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2009
(amounts in 000’s, except option contracts, share and per share amounts)
(UNAUDITED)

In April 2009, the FASB issued FASB Staff Position (“FSP”) No. 157-4, “Determining Fair Value When the
Volume and Level of Activity for the Asset or Liability Have Significantly Decreased and Identifying Transactions
That Are Not Orderly.” Effective for interim and annual reporting periods ending after June 15, 2009, FSP No. 157-
4 illustrates how companies should determine whether there have been significant decreases in the volume and level
of activity for a Level 1 or Level 2 asset or liability to be measured at fair value when compared to normal market
activity. If an entity determines that there have been significant decreases, then transactions or quoted prices may not
be representative of fair value. While FSP No. 157-4 does not prescribe a methodology for determining fair value
for assets and liabilities that have significant decreases in volume and level of activity, all relevant observable inputs
should be considered — including quoted market prices, bid and ask prices and indicative price quotes — to estimate
fair value of an asset or liability.

During fiscal 2009, the Company has considered bid and ask prices from third-party price sheets, indicative
price quotes and quoted market prices when estimating fair value for the Company’s fixed income investments and
other private equity. FSP No. 157-4 is not expected to have a significant impact on the Company’s method of
valuation for the assets and liabilities in the Company’s financial statements.

C. Calculation of Net Asset Value — The Company determines its net asset value as of the close of regular
session trading on the NYSE no less frequently than the last business day of each month, and makes its net asset
value available for publication monthly. Currently, the Company calculates its net asset value on a weekly basis and
such calculation is made available on its website, www.kaynefunds.com. Net asset value is computed by dividing
the value of the Company’s assets (including accrued interest and distributions), less all of its liabilities (including
accrued expenses, distributions payable, current and deferred and other accrued income taxes, and any borrowings)
and the liquidation value of any outstanding preferred stock, by the total number of common shares outstanding.

D. Investment Valuation — Readily marketable portfolio securities listed on any exchange other than the
NASDAQ Stock Market, Inc. (“NASDAQ”) are valued, except as indicated below, at the last sale price on the
business day as of which such value is being determined. If there has been no sale on such day, the securities are
valued at the mean of the most recent bid and asked prices on such day. Securities admitted to trade on the
NASDAQ are valued at the NASDAQ official closing price. Portfolio securities traded on more than one securities
exchange are valued at the last sale price on the business day as of which such value is being determined at the close
of the exchange representing the principal market for such securities.

Equity securities traded in the over-the-counter market, but excluding securities admitted to trading on the
NASDAQ, are valued at the closing bid prices. Fixed income securities that are considered corporate bonds are
valued by using the mean of the bid and ask prices provided by an independent pricing service. For fixed income
securities that are considered corporate bank loans, the fair market value is determined by using the mean of the bid
and ask prices provided by the syndicate bank or principal market maker. When price quotes are not available, fair
market value will be based on prices of comparable securities. In certain cases, the Company may not be able to
purchase or sell fixed income securities at the quoted prices due to the lack of liquidity for these securities.

Exchange-traded options and futures contracts are valued at the last sales price at the close of trading in the
market where such contracts are principally traded or, if there was no sale on the applicable exchange on such day,
at the mean between the quoted bid and ask price as of the close of such exchange.

The Company holds securities that are privately issued or otherwise restricted as to resale. For these
securities, as well as any other portfolio security held by the Company for which reliable market quotations are not
readily available, valuations are determined in a manner that most fairly reflects fair value of the security on the
valuation date. Unless otherwise determined by the Board of Directors, the following valuation process is used for
such securities:

» Investment Team Valuation. The applicable investments are initially valued by KA Fund Advisors,

LLC (“Kayne Anderson” or the “Adviser”) investment professionals responsible for the portfolio
investments;
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KAYNE ANDERSON MLP INVESTMENT COMPANY
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2009
(amounts in 000’s, except option contracts, share and per share amounts)
(UNAUDITED)

e Investment Team Valuation Documentation. Preliminary valuation conclusions are documented and
discussed with senior management of Kayne Anderson. Such valuations generally are submitted to the
Valuation Committee (a committee of the Company’s Board of Directors) or the Board of Directors on
a monthly basis, and stand for intervening periods of time.

»  Valuation Committee. The Valuation Committee meets on or about the end of each month to consider
new valuations presented by Kayne Anderson, if any, which were made in accordance with the
Valuation Procedures in such month. Between meetings of the Valuation Committee, a senior officer
of Kayne Anderson is authorized to make valuation determinations. The Valuation Committee’s
valuations stand for intervening periods of time unless the Valuation Committee meets again at the
request of Kayne Anderson, the Board of Directors, or the Valuation Committee itself. All valuation
determinations of the Valuation Committee are subject to ratification by the Board at its next regular
meeting.

e Valuation Firm. No less than quarterly, a third-party valuation firm engaged by the Board of
Directors reviews the valuation methodologies and calculations employed for these securities.

» Board of Directors Determination. The Board of Directors meets quarterly to consider the valuations
provided by Kayne Anderson and the Valuation Committee, if applicable, and ratify valuations for the
applicable securities. The Board of Directors considers the report provided by the third-party valuation
firm in reviewing and determining in good faith the fair value of the applicable portfolio securities.

Unless otherwise determined by the Board of Directors, securities that are convertible into or otherwise will
become publicly traded (e.g., through subsequent registration or expiration of a restriction on trading) are valued
through the process described above, using a valuation based on the market value of the publicly traded security less
a discount. The discount is initially equal in amount to the discount negotiated at the time the purchase price is
agreed to. To the extent that such securities are convertible or otherwise become publicly traded within a time frame
that may be reasonably determined, Kayne Anderson may determine an applicable discount in accordance with a
methodology approved by the Valuation Committee.

At August 31, 2009, the Company held 0.7% of its net assets applicable to common stockholders (0.5% of
total assets) in securities valued at fair value as determined pursuant to procedures adopted by the Board of
Directors, with fair value of $6,120. Although these securities may be resold in privately negotiated transactions
(subject to certain restrictions), these values may differ from the values that would have been used had a ready
market for these securities existed, and the differences could be material (See Note 7 — Restricted Securities).

E. Repurchase Agreements — The Company has agreed to purchase securities from financial institutions,
subject to the seller’s agreement to repurchase them at an agreed-upon time and price (“repurchase agreements”).
The financial institutions with which the Company enters into repurchase agreements are banks and broker/dealers
which Kayne Anderson considers creditworthy. The seller under a repurchase agreement is required to maintain the
value of the securities as collateral, subject to the agreement, at not less than the repurchase price plus accrued
interest. Kayne Anderson monitors daily the mark-to-market of the value of the collateral, and, if necessary, requires
the seller to maintain additional securities so that the value of the collateral is not less than the repurchase price.
Default by or bankruptcy of the seller would, however, expose the Company to possible loss because of adverse
market action or delays in connection with the disposition of the underlying securities.

F. Short Sales — A short sale is a transaction in which the Company sells securities it does not own (but has
borrowed) in anticipation of or to hedge against a decline in the market price of the securities. To complete a short
sale, the Company may arrange through a broker to borrow the securities to be delivered to the buyer. The proceeds
received by the Company for the short sale are retained by the broker until the Company replaces the borrowed
securities. In borrowing the securities to be delivered to the buyer, the Company becomes obligated to replace the
securities borrowed at their market price at the time of replacement, whatever the price may be.
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KAYNE ANDERSON MLP INVESTMENT COMPANY
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2009
(amounts in 000’s, except option contracts, share and per share amounts)
(UNAUDITED)

All short sales are fully collateralized. The Company maintains assets consisting of cash or liquid securities
equal in amount to the liability created by the short sale. These assets are adjusted daily to reflect changes in the
value of the securities sold short. The Company is liable for any dividends or distributions paid on securities sold
short.

The Company may also sell short “against the box” (i.e., the Company enters into a short sale as described
above while holding an offsetting long position in the security which it sold short). If the Company enters into a
short sale “against the box,” the Company segregates an equivalent amount of securities owned as collateral while
the short sale is outstanding. At August 31, 2009, the Company had no open short sales.

G. Security Transactions — Security transactions are accounted for on the date these securities are purchased
or sold (trade date). Realized gains and losses are reported on an identified cost basis.

H. Return of Capital Estimates — Distributions received from the Company’s investments in MLPs generally
are comprised of income and return of capital. The Company records investment income and return of capital based
on estimates made at the time such distributions are received. Such estimates are based on historical information
available from each MLP and other industry sources. These estimates may subsequently be revised based on
information received from MLPs after their tax reporting periods are concluded.

For the nine months ended August 31, 2009, the Company estimated that 89% of the MLP distributions
received would be treated as a return of capital. The Company recorded as return of capital the amount of $65,385 of
dividends and distributions received from its investments. Net Realized Losses and Net Change in Unrealized Gains
in the accompanying Statement of Operations were decreased and increased by $34,416 and $30,969, respectively,
attributable to the recording of such dividends and distributions as reduction in the cost basis of investments.

I. Investment Income — The Company records dividends and distributions on the ex-dividend date. Interest
income is recognized on the accrual basis, including amortization of premiums and accretion of discounts to the
extent that such amounts are expected to be collected. When investing in securities with payment in-kind interest,
the Company will accrue interest income during the life of the security even though it will not be receiving cash as
the interest is accrued. In accordance with Statement of Position 93-1, Financial Accounting and Reporting for
High-Yield Debt Securities by Investment Companies, to the extent that interest income to be received is not
expected to be realized, a reserve against income is established.

Many of the Company’s debt securities were purchased at a discount or premium to the par value of the
security. The non-cash accretion of a discount to par value increases interest income while the non-cash amortization
of a premium to par value decreases interest income. The amount of these non-cash adjustments can be found in the
Company’s Statement of Cash Flows. The non-cash accretion of a discount increases the cost basis of the debt
security, which results in an offsetting unrealized loss. The non-cash amortization of a premium decreases the cost
basis of the debt security which results in an offsetting unrealized gain.

During the six months ended May 31, 2009, the Company recorded $985 in interest revenue related to its
investment in Clearwater Natural Resources, LP (“Clearwater”). During third quarter 2009, the Company
established a full reserve of $779, which represented past due interest accrued from January 1 to May 31, 2009. The
Company received a payment-in-kind note for interest accrued from December 1, 2008 through December 31, 2008.
These additional notes received by the Company are included in the Schedule of Investments at fair value. Since the
second quarter of 2009, the Company has not accrued interest income on its investment in Clearwater.

During the nine months ended August 31, 2009, the Company received $7,511 of paid-in-kind stock
dividends in total from Enbridge Energy Management, L.L.C. and Kinder Morgan Management, LLC. Paid-in-kind
stock dividends consist of additional units of Enbridge Energy Management, L.L.C. and Kinder Morgan
Management, LLC. The additional units are not reflected in investment income during the period received but are
recorded as unrealized gains upon receipt.
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KAYNE ANDERSON MLP INVESTMENT COMPANY
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2009
(amounts in 000’s, except option contracts, share and per share amounts)
(UNAUDITED)

J. Distributions to Stockholders — Distributions to common stockholders are recorded on the ex-dividend
date. Distributions to stockholders of the Company’s auction rate preferred stock are accrued on a daily basis and are
determined as described in Note 12 — Preferred Stock. The estimated characterization of the distributions paid to
preferred and common stockholders will be either a dividend (ordinary income) or distribution (return of capital).
This estimate is based on the Company’s operating results during the period. The actual characterization of the
preferred and common stock distributions made during the current year will not be determinable until after the end
of the fiscal year when the Company can determine earnings and profits and, therefore, it may differ from the
preliminary estimates.

K. Partnership Accounting Policy — The Company records its pro-rata share of the income/(loss) and capital
gains/(losses), to the extent of distributions it has received, allocated from the underlying partnerships and adjusts
the cost of the underlying partnerships accordingly. These amounts are included in the Company’s Statement of
Operations.

L. Federal and State Income Taxation — The Company, as a corporation, is obligated to pay federal and state
income tax on its taxable income. The Company invests its assets primarily in MLPs, which generally are treated as
partnerships for federal income tax purposes. As a limited partner in the MLPs, the Company includes its allocable
share of the MLP’s taxable income in computing its own taxable income. Deferred income taxes reflect (i) taxes on
unrealized gains/(losses), which are attributable to the temporary difference between fair market value and tax basis,
(ii) the net tax effects of temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for income tax purposes and (iii) the net tax benefit of accumulated net
operating losses. To the extent the Company has a deferred tax asset; consideration is given as to whether or not a
valuation allowance is required. The need to establish a valuation allowance for deferred tax assets is assessed
periodically by the Company based on the criterion established by the Statement of Financial Standards, Accounting
for Income Taxes (“SFAS” No. 109) that it is more likely than not that some portion or all of the deferred tax asset
will not be realized. In the assessment for a valuation allowance, consideration is given to all positive and negative
evidence related to the realization of the deferred tax asset. This assessment considers, among other matters, the
nature, frequency and severity of current and cumulative losses, forecasts of future profitability (which are highly
dependent on future cash distributions from the Company’s MLP holdings), the duration of statutory carryforward
periods and the associated risk that operating loss carryforwards may expire unused.

The Company may rely to some extent on information provided by the MLPs, which may not necessarily be
timely, to estimate taxable income allocable to the MLP units held in the portfolio and to estimate the associated
deferred tax liability. Such estimates are made in good faith. From time to time, as new information becomes
available, the Company modifies its estimates or assumptions regarding the deferred tax liability.

The Company’s policy is to classify interest and penalties associated with underpayment of federal and state
income taxes, if any, as income tax expense on its Statement of Operations. As of August 31, 2009, the Company
does not have any interest or penalties associated with the underpayment of any income taxes. All tax years since
inception remain open and subject to examination by tax jurisdictions.

M. Derivative Financial Instruments — The Company uses derivative financial instruments (principally
interest rate swap contracts) to manage interest rate risks. The Company uses interest rate swap contracts to hedge
against increasing interest expense on its leverage resulting from increases in short term interest rates. The Company
does not hedge any interest rate risk associated with portfolio holdings. Interest rate transactions the Company uses
for hedging purposes expose it to certain risks that differ from the risks associated with its portfolio holdings. A
decline in interest rates may result in a decline in the value of the swap contracts, which, everything else being held
constant, would result in a decline in the net assets of the Company. In addition, if the counterparty to an interest
rate swap or cap defaults, the Company would not be able to use the anticipated net receipts under the interest rate
swap or cap to offset its cost of financial leverage.
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Interest rate swap contracts are recorded at fair value with changes in value during the reporting period, and
amounts accrued under the agreements, included as unrealized gains or losses in the Statement of Operations.
Monthly cash settlements under the terms of the interest rate swap agreements are recorded as realized gains or
losses in the Statement of Operations. The Company generally values its interest rate swap contracts based on dealer
quotations, if available, or by discounting the future cash flows from the stated terms of the interest rate swap
agreement by using interest rates currently available in the market. See Note 13 —Interest Rate Swap Contracts for
more detail.

The Company is also exposed to financial market risks including changes in the valuations of its investment
portfolio. The Company may purchase or write (sell) call options. A call option on a security is a contract that
gives the holder of the option, in return for a premium, the right to buy from the writer of the option the security
underlying the option at a specified exercise price at any time during the term of the option.

The Company would normally purchase call options in anticipation of an increase in the market value of
securities of the type in which it may invest. The Company would ordinarily realize a gain on a purchased call
option if, during the option period, the value of such securities exceeded the sum of the exercise price, the premium
paid and transaction costs; otherwise the Company would realize either no gain or a loss on the purchased call
option.

The Company may also write (sell) call options with the purpose of generating income or reducing its holding
of certain securities. The writer of an option on a security has the obligation upon exercise of the option to deliver
the underlying security upon payment of the exercise price. The successful use of options depends in part on the
degree of correlation between the options and securities.

When the Company writes a call option, an amount equal to the premium received by the Company is
recorded as a liability and is subsequently adjusted to the current fair value of the option written. Premiums received
from writing options that expire unexercised are treated by the Company on the expiration date as realized gains
from investments. If the Company repurchases a written call option prior to its exercise, the difference between the
premium received and the amount paid to repurchase the option is treated as a realized gain or loss. If a call option is
exercised, the premium is added to the proceeds from the sale of the underlying security in determining whether the
Company has realized a gain or loss. The Company, as the writer of an option, bears the market risk of an
unfavorable change in the price of the security underlying the written option. See Note 8— Option Contracts for
more detail on option contracts written and purchased.

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging
Activities. This standard amends and expands the disclosure requirements of SFAS No. 133, Accounting for
Derivative Instruments and Hedging Activities, to illustrate how and why an entity uses derivative instruments; how
derivative instruments and related hedged items are accounted for under SFAS No. 133; and how derivative
instruments and related hedged items affect an entity’s financial position, financial performance and cash flows.
SFAS No. 161 is effective for financial statements issued for fiscal years beginning after November 15, 2008 and
interim periods within those fiscal years. As of December 1, 2008, the Company adopted SFAS No. 161.

The following table sets forth the fair value of the Company’s derivative instruments.

Derivatives Not Accounted for as Hedging Fair Value as of
Instruments under SFAS No. 133 Statement of Assets and Liabilities Location August 31, 2009

Liabilities
Call 0ptioNS......cccoiveveieiciree e Call option contracts WIHHEN .........ccoveveiieiiiereecec e $ (232
Interest rate swap contracts..................... Unrealized depreciation on interest rate swap contracts ................ (1,536)
($1,768)
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The following tables set forth the effect of derivative instruments on the Statement of Operations.

For the Nine Months Ended
August 31, 2009

Net Realized Change in

Losses on Unrealized Gains

Derivatives not accounted for as Derivatives on Derivatives

hedging instruments Location of Gains/(Losses) Recognized in Recognized in

under SFAS No. 133 on Derivatives Recognized in Income Income Income

(OF:1] o] o) {1014 Y (@] 0] 1] 3 LS $  (1,841) $ 598
Interest rate swap contracts .............. Payments on interest rate swap contracts ................. (14,070) 7,341
$ (15,911) $ 7,939

N. Indemnifications — Under the Company’s organizational documents, its officers and directors are
indemnified against certain liabilities arising out of the performance of their duties to the Company. In addition, in
the normal course of business, the Company enters into contracts that provide general indemnification to other
parties. The Company’s maximum exposure under these arrangements is unknown, as this would involve future
claims that may be made against the Company that have not yet occurred, and may not occur. However, the
Company has not had prior claims or losses pursuant to these contracts and expects the risk of loss to be remote.

3. Fair Value

SFAS No. 157. In September 2006, the FASB issued Statement on Financial Accounting Standards, “Fair
Value Measurements” (“SFAS No. 157”). This standard establishes a single authoritative definition of fair value,
sets out a framework for measuring fair value and requires additional disclosures about fair value measurements.
SFAS No. 157 applies to fair value measurements already required or permitted by existing standards. SFAS No.
157 is effective for financial statements issued for fiscal years beginning after November 15, 2007 and interim
periods within those fiscal years. The changes to current generally accepted accounting principles from the
application of this Statement relate to the definition of fair value, the methods used to measure fair value, and the
expanded disclosures about fair value measurements.

As of December 1, 2007, the Company adopted SFAS No. 157. The Company has performed an analysis of
all existing investments and derivative instruments to determine the significance and character of all inputs to their
fair value determination. Based on this assessment, the adoption of this standard did not have any material effect on
the Company’s net asset value. However, the adoption of the standard does require the Company to provide
additional disclosures about the inputs used to develop the measurements and the effect of certain measurements on
changes in net assets for the reportable periods as contained in the Company’s periodic filings. Further, valuation
techniques to measure fair value shall maximize the use of relevant observable inputs that do not require significant
adjustment and minimize the use of unobservable inputs.

SFAS No. 157 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value into the following three broad categories.

e Level 1 — Quoted unadjusted prices for identical instruments in active markets to which the Company
has access at the date of measurement.

» Level 2 — Quoted prices for similar instruments in active markets; quoted prices for identical or
similar instruments in markets that are not active; and model-derived valuations in which all significant
inputs and significant value drivers are observable in active markets. Level 2 inputs are those in
markets for which there are few transactions, the prices are not current, little public information exists
or instances where prices vary substantially over time or among brokered market makers.
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» Level 3 — Model derived valuations in which one or more significant inputs or significant value
drivers are unobservable. Unobservable inputs are those inputs that reflect the Company’s own
assumptions that market participants would use to price the asset or liability based on the best available
information.

The following table presents the Company’s assets measured at fair value on a recurring basis at August 31,
2009. Note that the valuation levels below are not necessarily an indication of the risk or liquidity associated with
the underlying investment. For instance, the Company’s repurchase agreements, which are collateralized by U.S.
Treasury notes, are generally high quality and liquid; however, the Company reflects these repurchase agreements as
Level 2 because the inputs used to determine fair value may not always be quoted prices in an active market.

Quoted Prices in Prices with Other Unobservable
Active Markets Observable Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Assets at Fair Value
INVESIMENTS ...voviicicecccie e $1,349,412 $ 1,306,484 $ 36,808 $ 6,120
Repurchase Agreement ...........ccocoeceeeienceenenienennenn 1,700 — 1,700 —
Total assets at fair value .........ccoceevvvvevriiecnenne. $1,351,112 $ 1,306,484 $ 38,508 $ 6,120
Liabilities at Fair Value
Unrealized depreciation on interest rate swaps ........ $ 1,536 — $ 1,536 —
Option contracts WItten ...........ccoceverereienicncnienieens 232 — 232 —
Total liabilities at fair value ............c.ccccoeevnee. $ 1,768 — $ 1,768 —

(1) The Company’s investments in Level 3 represent its investments in Clearwater Natural Resources, L.P. and
CNR GP Holdco, LLC as more fully described in Note 7 — Restricted Securities.

The following table presents the Company’s assets measured at fair value on a recurring basis using
significant unobservable inputs (Level 3) at November 30, 2008 and at August 31, 2009.

Long-Term

Assets at Fair Value Using Unobservable Inputs (Level 3) Investments
Balance — NOVEMDET 30, 2008 .......ooiieviieieiiee it ete e ettt e ettt e sttt e s st et e e s eatesesabeeesabesesssseeesasbeesssbesessssteeesabenesarenessssees $ 32,987
Transfers out Of LeVel 3 ..o —
REAIHZEA GAINS/(IOSSES) ..vrvevetiierietietie ettt sttt sttt st e s te s bt e st e s e bt e besbesbeseen e e e eneeseeseebenbesbesaenseneanenns —
UNrealized 10SSES, MET ........c.cviiiiiiiiici bbb (26,867)
PUrchases, 1SSUANCES OF SEIIEMENTS ......oeiiieiiii it ettt sttt e ettt e e ettt e s ettt e e sbeeesssbesesbaeesabaeeesssbesesabeeessseeesssns —
Balance — AUGUSE 31, 2009 .......ooeiiiiiiieiei ettt b et e ettt bbbt a ekt b e bR b et h e bt bt nb e b e e neenea $ 6,120

The $26,867 of unrealized losses presented in the table above relate to investments that are still held at
August 31, 2009 and the Company includes these unrealized losses in the Statement of Operations — Net Change in
Unrealized Gains/(Losses).

The Company did not have any liabilities that were measured at fair value on a recurring basis using
significant unobservable inputs (Level 3) at November 30, 2008 and at August 31, 2009.
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4. Concentration of Risk

The Company’s investment objective is to obtain a high after-tax total return with an emphasis on current
income paid to its stockholders. Under normal circumstances, the Company intends to invest at least 85% of its total
assets in securities of MLPs and other Midstream Energy Companies, and to invest at least 80% of its total assets in
MLPs, which are subject to certain risks, such as supply and demand risk, depletion and exploration risk, commaodity
pricing risk, acquisition risk, and the risk associated with the hazards inherent in midstream energy industry
activities. A substantial portion of the cash flow received by the Company is derived from investment in equity
securities of MLPs. The amount of cash that an MLP has available for distributions and the tax character of such
distributions are dependent upon the amount of cash generated by the MLP’s operations. The Company may invest
up to 15% of its total assets in any single issuer and a decline in value of the securities of such an issuer could
significantly impact the net asset value of the Company. The Company may invest up to 20% of its total assets in
debt securities, which may include below investment grade securities. The Company may, for defensive purposes,
temporarily invest all or a significant portion of its assets in investment grade securities, short-term debt securities
and cash or cash equivalents. To the extent the Company uses this strategy, it may not achieve its investment
objectives.

5. Agreements and Affiliations

A. Administration Agreement — On February 27, 2009, the Administration Agreement between the Company
and Bear Stearns Funds Management Inc., dated September 15, 2004, was terminated. The termination was by
mutual agreement of the parties. No penalties were incurred by the Company resulting from the termination of the
Administration Agreement with Bear Stearns Funds Management Inc.

On February 27, 2009, the Company, entered into an Administration Agreement (the “Administration
Agreement”) with Ultimus Fund Solutions, LLC (“Ultimus”). Pursuant to the Administration Agreement, Ultimus
will provide certain administrative services for the Company. The Administration Agreement will terminate on
February 27, 2010, with automatic one-year renewals unless earlier terminated by either party as provided under the
terms of Administration Agreement.

B. Investment Management Agreement — The Company has entered into an investment management
agreement with Kayne Anderson under which the Adviser, subject to the overall supervision of the Company’s
Board of Directors, manages the day-to-day operations of, and provides investment advisory services to, the
Company. For providing these services, the Adviser receives a management fee from the Company. On June 15,
2009, the Company renewed its agreement with the advisor for a period of one year. The agreement may be renewed
annually upon approval of the Company’s Board of Directors.

For the nine months ended August 31, 2009, the Company paid and accrued management fees at an annual
rate of 1.375% of average total assets.

For purposes of calculating the management fee, the Company’s total assets are equal to the Company’s gross
asset value (which includes assets attributable to or proceeds from the Company’s use of preferred stock,
commercial paper or notes issuances and other borrowings and excludes any net deferred tax asset), minus the sum
of the Company’s accrued and unpaid distributions on any outstanding common stock and accrued and unpaid
distributions on any outstanding preferred stock and accrued liabilities (other than liabilities associated with
borrowing or leverage by the Company and any accrued taxes). Liabilities associated with borrowing or leverage by
the Company include the principal amount of any borrowings, commercial paper or notes issued by the Company,
the liquidation preference of any outstanding preferred stock, and other liabilities from other forms of borrowing or
leverage such as short positions and put or call options held or written by the Company.
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C. Portfolio Companies — From time to time, the Company may “control” or may be an “affiliate” of one or
more portfolio companies, each as defined in the 1940 Act. In general, under the 1940 Act, the Company would be
presumed to “control” a portfolio company if the Company owned 25% or more of its outstanding voting securities
and would be an “affiliate” of a portfolio company if the Company owned 5% or more of its outstanding voting
securities. The 1940 Act contains prohibitions and restrictions relating to transactions between investment
companies and their affiliates (including the Company’s investment adviser), principal underwriters and affiliates of
those affiliates or underwriters.

The Company believes that there is significant ambiguity in the application of existing Securities and
Exchange Commission (“SEC”) staff interpretations of the term *“voting security” to complex structures such as
limited partnership interests of the kind in which the Company invests. As a result, it is possible that the SEC staff
may consider that certain securities investments in limited partnerships are voting securities under the staff’s
prevailing interpretations of this term. If such determination is made, the Company may be regarded as a person
affiliated with and controlling the issuers(s) of those securities for purposes of Section 17 of the 1940 Act.

In light of the ambiguity of the definition of voting securities, the Company does not intend to treat any class
of limited partnership interests that it holds as “voting securities” unless the security holders of such class currently
have the ability, under the partnership agreement, to remove the general partner (assuming a sufficient vote of such
securities, other than securities held by the general partner, in favor of such removal) or the Company has an
economic interest of sufficient size that otherwise gives it the de facto power to exercise a controlling influence over
the partnership. The Company believes this treatment is appropriate given that the general partner controls the
partnership, and without the ability to remove the general partner or the power to otherwise exercise a controlling
influence over the partnership due to the size of an economic interest, the security holders have no control over the
partnership.

Clearwater Natural Resources, LP — At August 31, 2009, the Company held approximately 42.5% of the
limited partnership interest of Clearwater. The Company controls CNR GP Holdco, LLC, which is the general
partner of Clearwater. The Company believes that it “controls” and is an “affiliate” of Clearwater under the 1940
Act by virtue of its controlling interest in the general partner of Clearwater.

CNR GP Holdco, LLC — At August 31, 2009, the Company held an 83.7% interest in CNR GP Holdco, LLC
(“CNR?”), which is the general partner of Clearwater. The Company believes that it “controls” and is an “affiliate” of
CNR under the 1940 Act by virtue of its controlling interest.

On January 7, 2009, Clearwater filed a voluntary petition under Chapter 11 of the U.S. Bankruptcy Code.
Clearwater has continued operations as a debtor-in-possession. Clearwater is conducting a sales process for the
Company’s assets.

Plains All American, L.P. — Robert V. Sinnott is a senior executive of Kayne Anderson Capital Advisors,
L.P. (“KACALP”), the managing member of KA Fund Advisors, LLC (“KAFA”). Mr. Sinnott also serves as a
director on the board of Plains All American GP LLC, the general partner of Plains All American Pipeline, L.P.
Members of senior management and various advisory clients of KACALP and KAFA own units of Plains All
American GP LLC. Various advisory clients of KACALP and KAFA, including the Company, own units in Plains
All American Pipeline, L.P. The Company believes that it is an affiliate of Plains All American Pipeline, L.P. under
the 1940 Act.
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6. Income Taxes

Deferred income taxes reflect (i) taxes on unrealized gains/(losses), which are attributable to the difference
between fair market value and tax basis, (ii) the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes and
(iii) the net tax benefit of accumulated net operating losses. Components of the Company’s deferred tax assets and
liabilities as of August 31, 2009 are as follows:

Deferred tax assets:

Net operating 10SS CArrYTOrWANTAS ..........oeiiiiiiieie ettt ettt be e ene e s $ 90,229

Capital 10SS CAITYTOIWAITS .......ceiviiiicicicii et sttt e st tesbeebesbe b e e eneatesben 18,599

(@11 OSSOSO U SOURTURTUTTOTPOPRRPRT 109
Deferred tax liabilities:

Net unrealized gains on investment securities, interest rate swap contracts and option contracts ................ (101,463)

Basis reductions resulting from estimated return of capital ............ccccoiveiiiciicii (26,804)
ValUBLION BHOWEINCE ...ttt b e bt h bbb b bt b e e bt bt st s b et e b eneees —
Total net deferred taX laDIlILY ........ccoo oot $ (19,330)

At August 31, 2009, the Company had federal net operating loss carryforwards of $243,861 (deferred tax
asset of $81,179). Realization of the deferred tax assets and net operating loss carryforwards are dependent, in part,
on generating sufficient taxable income prior to expiration of the loss carryforwards. If not utilized, $54,194;
$52,182; $53,043 and $84,442 of the net operating loss carryforward will expire in 2026, 2027, 2028 and 2029,
respectively. As of November 30, 2008, the Company had a capital loss carryforward of approximately $50,267
which
may be carried forward 5 years and, if not utilized, expires in the year ending November 30, 2013. For corporations,
capital losses can only be used to offset capital gains and cannot be used to offset ordinary income. In addition, the
Company has state net operating losses of $120,414 that represent a deferred tax asset of $9,050. These state net
operating losses begin to expire in 2014 through 2029.

The Company periodically reviews the recoverability of its deferred tax asset based on the weight of available
evidence. The Company’s analysis of the need for a valuation allowance considers that it has incurred a cumulative
loss over the three year period ended November 30, 2008, and the nine months ended August 31, 2009. Substantially
all of the Company’s net pre-tax losses related to unrealized depreciation of investments occurred during the fiscal
fourth quarter of 2008 as a result of the unprecedented decline in the overall financial, commodity and MLP
markets.

When assessing the recoverability of its deferred tax asset, significant weight was given to the Company’s
forecast of future taxable income, which is based principally on the expected continuation of cash distributions from
the Company’s MLP holdings and interest income from its fixed income holdings at or near current levels.
Consideration was also given to the effects of potential of additional future realized and unrealized losses on
investments and the period over which these deferred tax assets can be realized, as the expiration dates for the
federal tax loss carryforwards range from seventeen to twenty years.

Recovery of the deferred tax asset is dependent on continued payment of the MLP cash distributions at or
near current levels in the future and the resultant generation of taxable income. Based on the Company’s assessment,
it has determined that it is more likely than not that the net deferred tax asset will be realized through future taxable
income of the appropriate character. Accordingly, no valuation allowance has been established for the Company’s
net deferred tax asset.

The Company will continue to assess the need for a valuation allowance in the future. The Company will

review its financial forecasts in relation to actual results and expected trends on an ongoing basis. Unexpected
significant decreases in cash distributions from the Company’s MLP holdings or significant further declines in the

23



KAYNE ANDERSON MLP INVESTMENT COMPANY
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 2009
(amounts in 000’s, except option contracts, share and per share amounts)
(UNAUDITED)

fair value of its portfolio of investments may change the Company’s assessment regarding the recoverability of its
deferred tax asset and would likely result in a valuation allowance. If a valuation allowance is required to reduce the
deferred tax asset in the future, it could have a material impact on the Company’s net asset value and results of
operations in the period it is recorded.

Total income taxes were different from the amount computed by applying the federal statutory income tax
rate of 35 percent to the net investment loss and realized and unrealized gains (losses) on investments and interest
rate swap contracts before taxes for the nine months ended August 31, 2009, as follows:

Computed “expected” federal INCOME TAX.......cuiuiriiiiieiie et eeneene e $ 112,262
State income tax, net of federal taX EXPENSE ......cc.oiiiiiiee et ene e 6,415
TOtAl INCOME TAX BXPENSE .. viviiereetieteeteetesteste et e testeetestestesees e seasesbesbeste e eseeseeseabeebesse st eseeneeseaseabesseneaseaneasentens $ 118,677

At August 31, 2009, the cost basis of investments for federal income tax purposes was $1,074,711 and the net
cash received on option contracts written was $231. The cost basis of investments includes a $126,192 reduction in
basis attributable to the Company’s portion of the allocated losses from its MLP investments. At August 31, 2009,
gross unrealized appreciation and depreciation of investments and options for federal income tax purposes were as
follows:

Gross unrealized appreciation of investments (inClUdiNg OPLIONS).........ccooviiiieiiniernee s $ 398,685
Gross unrealized depreciation of investments (including OPLIONS)........ccooeieiririenineneeee e (122,285)
Net unrealized appreciation before tax and interest rate SWap CONraCtS.........ccoevevrerererierieiee e 276,400
Net unrealized depreciation on interest rate SWap CONTIACES.........cueirirererienieieirese e (1,536)
Net unrealized appreciation DEFOIE TAX........cooiiiriiieiiic et ens 274,864
Net unrealized appreciation AftEr tAX ..........ccoioe i et $ 173,164

7. Restricted Securities

From time to time, certain of the Company’s investments may be restricted as to resale. For instance, private
investments that are not registered under the Securities Act of 1933, as amended, and cannot, as a result, be offered
for public sale in a non-exempt transaction without first being registered. In other cases, certain of the Company’s
investments have restrictions such as lock-up agreements that preclude the Company from offering these securities
for public sale.
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At August 31, 2009, the Company held the following restricted investments:

Number of
Units,
Principal Fair Value Percent of
Type of % Acquisition Cost Fair per Unit/  Percentof  Total
Investment Security Restriction  (in 000s) Date Basis Value Warrant  Net Assets  Assets

Clearwater Natural Resources, L.P. Common Units 1) 3,889 2) $72,860 $ — $ — —% —%

Clearwater Natural Resources, L.P. Unsecured Term Loan Q) $ 13,601 ®3) 13,689 6,120 n/a 0.7 0.5

Clearwater Natural Resources, L.P. Deferred Participation Units 1) 41 3/5/2008 — — — — —

Clearwater Natural Resources, L.P. Warrants Q) 34 9/29/2008 — — — — —

CNR GP Holdco, LLC LLC Interests 1) n/a 3/5/2008 1,083 — — — —

Total of securities valued in accordance with procedures established by the Board of Directors(4) .............. $ 87,632 $ 6,120 0.7% 0.5%

Atlas Energy Resources, LLC Senior Notes (5) $ 8,747 (6) $ 7128 $ 8834 nla 1.0% 0.7%

MarkWest Energy Partners, L.P. Senior Notes (5) $ 3,500 (6) 2,904 3,185 nla 0.3 0.2

Regency Energy Partners LP Senior Notes (5) $ 5,000 (6) 5,025 5,000 n/a 0.5 0.4

Total of securities valued by prices provided by market maker or independent pricing Services .................. $ 15,057 $ 17,019 1.8% 1.3%

Total of all restricted SECUTILIES ......ccvvvevverieierieieee e . $102,689 $ 23,139 2.5% 1.8%

(1) On January 7, 2009, Clearwater Natural Resources, LP (“Clearwater”) filed a voluntary petition under
Chapter 11 of the U.S. Bankruptcy Code. Clearwater has continued operations as a debtor-in-possession.
Clearwater is conducting a sales process for the Company’s assets. No assurances can be made as to the
success of such sales process and the proceeds received in such process.

(2) The Company purchased common units on August 1, 2005 and October 2, 2006.

(3) The Company purchased term loans on January 11, 2008; February 28, 2008; May 5, 2008; July 8, 2008;
August 6, 2008; and September 29, 2008. The Company is not accruing interest income on this investment.

(4) Restricted securities that represent Level 3 under SFAS No. 157. Security is valued using inputs reflecting the
Company’s own assumptions as more fully described in Note 2 — Significant Accounting Policies.

(5) Unregistered security of a public company. Restricted securities that represent Level 2 under SFAS No. 157.
Securities with a fair market value determined by the mean of the bid and ask prices provided by a syndicate
bank, principal market maker or an independent pricing service as more fully described in Note 2 — Significant
Accounting Policies. These securities have limited trading volume and are not listed on a national exchange.

(6) Acquired at various dates throughout the nine months ended August 31, 2009.
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8. Option Contracts

Transactions in option contracts for the nine months ended August 31, 2009 were as follows:

Number of
Contracts Premium
Call Options Purchased
Options outstanding at beginning Of PEriOd .........cccoviieiiiiiii s 17,100 $ 5,243
(@] 01T =Y =T (o 1 1=To OSSO P TSRS (14,100) (3,704)
OPLIONS EXPITEA ...ttt b ke b e bbbt e b e bbb e bt e bt bt et b e e e e e et et (3,000) (1,539)
Options outstanding at end Of PEriOd .........c.ooiiiiiiii s — $ —
Call Options Written
Options outstanding at beginning Of PEriod ..o s 800 $ 101
(@] 01T AT 11T o OSSR 20,143 2,607
Options written and subsequently repurChased...........ccceveieiiiiiiiee s (2,600) (360)
OPLIONS EXEICISEA .....vevieeieiieieet ettt b bbbt bt bbb e e es et e e bbb e b e et e et et (12,635) (1,703)
(@] 01T =Y o1 =T OSSPSR (3,708) (414)
Options outstanding at end of PErOd .........c.coviiiiiiiic s 2,000 $ 231

9. Investment Transactions

For the nine months ended August 31, 2009, the Company purchased and sold securities in the amounts of
$444,269 and $272,082 (excluding short-term investments, options and interest rate swaps), respectively.

10. Revolving Credit Facility

On June 26, 2009, the Company entered into an $80,000 unsecured revolving credit facility (the “Credit
Facility”) with a syndicate of lenders. JPMorgan Chase Bank, N.A. was lead arranger of the Credit Facility, and
Bank of America N.A., UBS Investment Bank and Citibank, N.A. participated in the syndication. The Credit
Facility has a 364-day commitment terminating on June 25, 2010. Outstanding loan balances will accrue interest
daily at a rate equal to the one-month LIBOR plus 2.25% per annum based on current asset coverage ratios. The
interest rate may vary between LIBOR plus 2.25% and LIBOR plus 3.50% depending on asset coverage ratios. The
Company will pay a fee equal to a rate of 0.50% per annum on any unused amounts of the Credit Facility. The
Credit Facility contains various covenants related to other indebtedness, liens and limits on the Company’s overall
leverage.

For the nine months ended August 31, 2009, the average amount outstanding under the Company’s credit
facilities was $405 with a weighted average interest rate of 4.36%. As of August 31, 2009, the Company had
outstanding borrowings on its Credit Facility of $2,000 and the interest rate was 4.50%. The borrowings
outstanding were converted to a LIBOR based loan at a rate of 2.50%.
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11. Senior Unsecured Notes

At August 31, 2009, the Company had $304,000, aggregate principal amount, of senior unsecured fixed and
floating rate notes (the “Senior Unsecured Notes™) outstanding. The table below sets forth the key terms of each
series of the Senior Unsecured Notes.

Principal
Series Outstanding Rate Maturity
G $ 75,000 5.645% 6/19/2011
H 20,000 3-month LIBOR + 225 bps 6/19/2011
| 60,000 5.847% 6/19/2012
J 24,000 3-month LIBOR + 225 bps 6/19/2012
K 125,000 5.991% 6/19/2013
$ 304,000

Holders of the fixed rate Senior Unsecured Notes (Series G, Series | and Series K) are entitled to receive cash
interest payments semi-annually (on June 19 and December 19) at the fixed rate. Holders of the floating rate Senior
Unsecured Notes (Series H and J) are entitled to receive cash interest payments quarterly (on March 19, June 19,
September 19, and December 19) at the floating rate equal to the 3-month LIBOR plus 2.25%.

During the period, the average principal balance outstanding was $304,000 with a weighted average interest
rate of 5.84%.

The Senior Unsecured Notes are not listed on any exchange or automated quotation system. Under the 1940
Act and the terms of the Senior Unsecured Notes, the Company may not declare dividends or make other
distributions on shares of common stock or purchases of such shares if, at any time of the declaration, distribution or
purchase, asset coverage with respect to the outstanding Senior Unsecured Notes would be less than 300%. The
Senior Unsecured Notes contain various covenants of the Company related to other indebtedness, liens and limits on
the Company’s overall leverage.

The Senior Unsecured Notes are redeemable in certain circumstances at the option of the Company. The
Senior Unsecured Notes are also subject to a mandatory redemption to the extent needed to satisfy certain
requirements if the Company fails to meet an asset coverage ratio required by law and is not able to cure the
coverage deficiency by the applicable deadline, or fails to cure a deficiency as stated in the Company’s rating
agency guidelines in a timely manner. A full copy of the note purchase agreement can be found on the Company’s
website, www.kaynefunds.com.

The Senior Unsecured Notes are unsecured obligations of the Company and, upon liquidation, dissolution or
winding up of the Company, will rank: (1) senior to all the Company’s outstanding preferred shares; (2) senior to all
of the Company’s outstanding common shares; (3) on a parity with any unsecured creditors of the Company and any
unsecured senior securities representing indebtedness of the Company; and (4) junior to any secured creditors of the
Company.

At August 31, 2009, the Company was in compliance with all covenants under the Senior Unsecured Notes
agreements.
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12. Preferred Stock

At August 31, 2009, the Company had 3,000 shares of Series D Auction Rate Preferred Stock
(“ARP Shares”) outstanding, totaling $75,000. The Company has 10,000 shares of authorized preferred stock. The
preferred stock has rights determined by the Board of Directors. The ARP Shares have a liquidation value of
$25,000 per share plus any accumulated, but unpaid dividends, whether or not declared.

Holders of the ARP Shares are entitled to receive cash dividend payments at an annual rate that may vary for
each rate period.

Since February 14, 2008, there have been more ARP Shares offered for sale then there were buyers of those
ARP Shares, and as a result, the auctions of the Company’s Series D ARP Shares have failed. As a result, the
dividend rate on the ARP Shares has been set at such maximum rate. Based on the Company’s current credit ratings,
the maximum rate is equal to 200% of the greater of (a) the AA Composite Commercial Paper Rate or (b) the
applicable LIBOR. The dividend rate as of August 31, 2009 was 0.50%. The weighted average dividend rate for the
nine months ended August 31, 2009, was 0.78%. This rate includes the applicable rate based on the latest results of
the auction and does not include commissions paid to the auction agent. Under the 1940 Act, the Company may not
declare dividends or make other distribution on shares of common stock or purchases of such shares if, at any time
of the declaration, distribution or purchase, asset coverage with respect to the outstanding senior securities
representing indebtedness and preferred stock would be less than 200%.

The ARP Shares are redeemable in certain circumstances at the option of the Company. The ARP Shares are
also subject to a mandatory redemption if the Company fails to meet an asset coverage ratio required by law, or fails
to cure deficiency as stated in the Company’s rating agency guidelines in a timely manner.

The holders of the ARP Shares have voting rights equal to the holders of common stock (one vote per share)
and will vote together with the holders of shares of common stock as a single class except on matters affecting only
the holders of ARP Shares or the holders of common stock.

13. Interest Rate Swap Contracts

The Company has entered into interest rate swap contracts to partially hedge itself from increasing interest
expense on its leverage resulting from increasing short-term interest rates. A decline in interest rates may result in a
decline in the value of the swap contracts, which, everything else being held constant, would result in a decline in
the net assets of the Company. In addition, if the counterparty to the interest rate swap contracts defaults, the
Company would not be able to use the anticipated receipts under the swap contracts to offset the interest payments
on the Company’s leverage. At the time the interest rate swap contracts reach their scheduled termination, there is a
risk that the Company would not be able to obtain a replacement transaction or that the terms of the replacement
transaction would not be as favorable as on the expiring transaction. In addition, if the Company is required to
terminate any swap contract early, then the Company could be required to make a termination payment. On
December 24, 2008, the Company terminated $66,000 aggregate notional amount of interest rate swap contracts
with a weighted average fixed interest rate of 3.77% for $3,550. On February 4, 2009, the Company paid $8,700 to
reduce the fixed rates paid on the remaining interest rate swap contracts outstanding at the time.
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As of August 31, 2009, the Company had entered into five interest rate swap contracts with UBS AG as
summarized below.

Fixed Rate Net Unrealized

Notional Paid by the Appreciation/

Termination Date Amount Company (Depreciation)
10/17/2010 $ 25,000 1.16% $ (360)
12/6/2010 50,000 1.16 (137)
1/22/2011 50,000 1.30 (403)
4/1/2011 19,000 1.28 (183)
10/17/2011 50,000 1.66 (453)
Total $ 194,000 $ (1,536)

At August 31, 2009, the weighted average duration of the interest rate swap contracts was 1.5 years and the
weighted average fixed rate was 1.34%. For all five interest rate swap contracts, the Company receives a floating
rate, based on one-month LIBOR.

14. Common Stock
The Company has 199,990,000 shares of common stock authorized and 51,294,195 shares outstanding at

August 31, 2009. As of that date, KACALP owned 4,000 shares. Transactions in common shares for the nine
months ended August 31, 2009, were as follows:

Shares outstanding at November 30, 2008............cccccieiieieiieieie e 44,176,186
Shares issued through reinvestment of cash distributions...........c.ccocvoiiiieicieni e, 894,309
Shares issued in connection with offerings of common StOCK (1) ......ccovvveieeveeieicrin i 6,223,700
Shares outstanding at AugUSE 31, 2009 ........cuiiiiiiiiiie i 51,294,195

(1) On August 5, 2009, the Company closed its public offering of 6,223,700 shares of common stock at a price of
$20.25 per share. Total net proceeds from the offering were $120,506 and were used by the Company to make
additional portfolio investments that are consistent with the Company’s investment objective, and for general
corporate purposes.

15. Notice of Potential Purchases of Preferred Stock

The Company may, from time to time, repurchase shares of its Series D auction rate preferred stock for cash
at a price not above the market value of such shares at the time of such purchase, subject to the requirements of
applicable law.

16. Subsequent Events

We have evaluated subsequent events through October 30, 2009, the date the Company’s financial statements
were issued.

On September 15, 2009, the Company declared its quarterly distribution of $0.48 per common share for the
period June 1, 2009 through August 31, 2009 for a total of $24,621. The distribution was paid on October 9, 2009 to
shareholders of record on October 5, 2009. Of this total, pursuant to the Company’s dividend reinvestment plan,
$5,775 was reinvested into the Company of which 285,346 shares of common stock were newly issued.
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